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DEPARTMENT OF TRANSPORTATION AND RE-
LATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2000

THURSDAY, FEBRUARY 25, 1999

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 10:00 a.m., in room SD-192, Dirksen
Senate Office Building, Hon. Richard C. Shelby (chairman) presid-
ing.
Present: Senators Shelby, Stevens, and Lautenberg.

OVERSIGHT HEARING ON DEPARTMENT OF
TRANSPORTATION MANAGEMENT ISSUES

GENERAL ACCOUNTING OFFICE

STATEMENT OF JOHN H. ANDERSON, JR., DIRECTOR, TRANSPOR-
TATION ISSUES

DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL
STATEMENT OF KENNETH M. MEAD, INSPECTOR GENERAL
DEPARTMENT OF TRANSPORTATION

STATEMENT OF PETER J. BASSO, ASSISTANT SECRETARY, BUDGET
AND PROGRAMS

OPENING STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. The committee will come to order. This over-
sight hearing of the Subcommittee on Transportation Appropria-
tions will come to order, as I have said. I want to extend a welcome
to the first hearing held by the subcommittee on transportation in
1999.

This morning’s hearing has a different focus than most hearings
held by this committee. Normally, the Appropriations Committee
responds to the administration’s budget proposal with a series of
hearings and submitted record questions that are designed to get
more information about the budget, to compare the new request to
ongoing efforts by the administration, and to justify new initiatives
proposed by the President. This information helps the committee
make informed decisions as it develops appropriations legislation.

(D



2

However, there is another side to the responsibilities of the Ap-
propriations Committee: oversight of the Federal agencies that we
fund. It is imperative to ensure that Federal taxpayer dollars are
spent wisely and well.

Proper management of Federal funds cannot be taken for grant-
ed. That is why Federal agencies have inspectors general to audit
and to investigate agency management and detect cases of fraud,
waste, or abuse. The General Accounting Office, an investigative
arm of the legislative branch, performs audits and evaluations of
Government programs and activities, often at the direction of Con-
gress.

Today we are joined by John Anderson, Director of Transpor-
tation Issues at GAO; Ken Mead, the Department of Transpor-
tation Inspector General. Welcome. Both GAO and the IG have
published recent reports on management issues at the Department
of Transportation. And the Department is represented this morning
by Assistant Secretary of Budget and Programs, Jack Basso, who
will respond to the concerns raised in these reports and tell us how
DOT is addressing its management challenges.

The December 9, 1998, Inspector General report titled the Top
Ten Management Issues at the Department of Transportation sets
out 10 top priority management issues, of which 5 are aviation re-
lated. This skew toward the Federal Aviation Administration gave
me pause. Does this mean that the FAA is a more troubled agency
than the Federal Highway Administration or the Coast Guard?

I want to explore that further, but I would point out that the
Federal Government is much more directly involved in commercial
air transportation than it is in other modes of travel. Every air
traffic control tower is staffed by Federal employees. Every plane
is inspected by FAA inspectors and technicians. Every aviation pol-
icy decision is made at the Federal level, and every airport is built
in part with tax dollars that are distributed by the Federal Govern-
ment. There is no parallel to this level of Federal interest and con-
trol in the highway, marine, rail, or transit arenas. So, perhaps the
number of management issues cited by the IG is not disproportion-
ate, considering the level of Federal investment and interest.

Both the GAO and the IG reports cite aviation safety and secu-
rity as priority management issues. In fact, the Inspector General
lists aviation safety as its first priority management issue. Depart-
ment-wide transportation safety is the number one strategic goal,
safety in all modes of transportation, air, surface, and water. It
must be noted that flying is immeasurably safer than any other
mode of transportation, however. Highway fatalities claim more
than 40,000 lives annually, an average of 110 people every day.
Rail and transit accidents account for an additional 850 lives lost
each year. But by comparison in 1998, there were no deaths, zero,
on a major U.S. air carrier or commuter plane.

However, once again, we are comparing very different systems.
By and large, highway safety is enforced at the State and local
level; aviation safety is enforced at the Federal level. I think it
would be appropriate and helpful to this committee to explore the
role of the Federal Government in highway and rail safety, to en-
sure that the management of these safety programs is as effective
as possible.
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Another management issue highlighted by both GAO and the 1G
is Amtrak’s financial condition. In November 1998, an independent
assessment of Amtrak’s financial requirements was published, as
required by the Amtrak Reform and Accountability Act. The In-
spector General’s office closely monitored the assessment process
and probably has the clearest view of Amtrak’s current financial
condition and of whether the projections on which the railroad has
based its plan to reach self-sufficiency by 2002 are realistic and
achievable. The GAO has prepared many reports on Amtrak’s fi-
nancial and operating performance, including the May 1998 report
on the financial performance of Amtrak’s 40 routes nationwide,
which showed that Amtrak’s operating expenses far outstrip its
revenue. In fact, only one route, the Metroliner, actually makes a
profit, and overall Amtrak’s expenses are almost twice as great as
its revenues. This is a management issue, a labor issue, and a po-
litical issue, and it is an issue that has cost the American tax-
payers over $22.5 billion over the last 27 years.

There are many other issues that require close oversight by the
appropriations subcommittee. For instance, both the IG and GAO
have concerns about the serious challenges faced by FAA in mak-
ing its computer systems ready for the year 2000. However, Chair-
man Stevens has held two full committee hearings on this topic,
and my staff have been involved with them. In addition, there will
be a follow-up subcommittee hearing with FAA where we will ad-
dress the Y2K issues.

Last October, the Omnibus Consolidated Appropriations bill pro-
vided $343 million in supplemental funds to the U.S. Coast Guard
for anti-drug efforts, primarily interdiction. This is a lot of addi-
tional funding for the country’s smallest armed force. And I want
to find out more about how this funding will be spent, especially
since this is a multi-agency program, of which the Coast Guard
represents only a small part. How are operational and funding de-
cisions made at the Office of National Drug Control Policy? What
is the level of coordination among the affected agencies? These are
management issues that could have direct bearing on future fund-
ing decisions.

I believe oversight is an important part of the Appropriations
Committee’s responsibilities. The committee allocates Federal
funds based on informed decisionmaking. This requires a close ex-
amination of the administration’s budget and oversight of how
funds, once allocated, are managed. I hope that today’s hearing will
help us better perform this duty by exploring together some man-
agement challenges that have been raised by both the executive
and legislative branch investigative bodies.

STATEMENT OF SENATOR FRANK R. LAUTENBERG

Senator SHELBY. Senator Lautenberg.

Senator LAUTENBERG. Thanks very much, Mr. Chairman. Let me
commend you for your timely start. I think you beat the clock by
36 seconds. I wonder whether the chairman of the committee’s
presence had anything to do with it.

Senator SHELBY. It is always a little nudge when we observe the
chairman here.
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Senator LAUTENBERG. Thank you, Mr. Chairman, for using this
opportunity to conduct appropriate oversight of the management
challenges facing our Department of Transportation.

Now, many of the issues that we are discussing this morning are
not new to the subcommittee, issues such as the need to improve
our air traffic control infrastructure, improve the Department’s
data collection efforts, better ensure safety on our highways and at
our airports, and still it is not often that we have the opportunity
to review these issues in adequate detail, especially once we turn
our attention to the details of the President’s budget request for
each of the offices within DOT.

Today we look forward to the testimony from representatives of
the office of the Inspector General and the General Accounting Of-
fice, along with our Assistant DOT Secretary for Budget. The IG
and the GAO have, over the years, provided an invaluable service
to the subcommittee by auditing and reporting on a great many
issues regarding the management of DOT and the effectiveness of
its programs. And in that regard, their findings are valuable not
only to us, but also to the Secretary and his sector administrators.

Within the last couple of years, both the IG and the GAO have
had critical things to say about the Federal Highway Administra-
tion’s Office of Motor Carriers. The OMC is our principal agency for
maintaining safety and enforcing regulations pertaining to trucks
and buses.

Unfortunately, Mr. Chairman, I report that over the recent holi-
day, in just a 5-day period, we had three serious bus accidents in
the State of New Jersey. One of those accidents, which took place
on Christmas Eve, resulted in eight fatalities, as well as dozens of
serious injuries. A review of the circumstances surrounding the bus
company and the bus driver involved in this accident is instructive
in understanding why we need a stronger and more effective Office
of Motor Carriers.

In April 1996, the OMC performed a compliance review on the
bus company in question. The name of the company is the Bruin
Transportation. The OMC found the operator to be in unsatisfac-
tory condition and gave them 45 days to clean up their act or shut
down. April 1996 we are talking about. There were serious prob-
lems with the conditions of their vehicles, the qualifications of their
drivers, and the company could not show evidence that they were
complying with the hours of service laws or performing mandatory
drug and alcohol testing of their drivers.

And now, almost 3 years and eight fatalities later, OMC has gone
back to look at the Bruin company and found many of the same
problems they discovered in 1996. Once again, they have been
given 45 days to clean up their act or shut down. One hopes that
the result of this inspection will get us someplace and not permit
them to wantonly disregard the rules. The question has to be
asked, did this company just clean up their act for a 2-month pe-
riod back in 1996 only to go right back to the same old ways of
doing business?

And when you look at the driver of the bus, the picture is even
more grim. The driver had his licensed revoked back in June 1997
because of a combination of speeding tickets and the violation in
which he drove a commercial bus past a stopped school bus. He got
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his license back only through attending driving school. After the ac-
cident, he was cited for reckless driving, and it was found that his
hours of service documentation was out of order.

I would like to say that this situation is the exception rather
than the rule, but I have not seen any evidence to date to confirm
that. To the contrary, I have seen even more worrisome data indi-
cating the OMC has only performed compliance reviews on fewer
than one in four interstate bus operators in the United States. Put
another way, our Federal safety agency has effectively no knowl-
edge of the safety performance of more than three-quarters of the
Nation’s motor carriers whose principal cargo is human lives.

Now, I am aware that the chairman of our companion House
committee, Mr. Wolf, took testimony earlier this week on the ade-
quacy of OMC’s efforts on truck safety. Now, he has taken the posi-
tion that the OMC needs to be moved out of the Federal Highway
Administration and into the National Highway Traffic Safety Ad-
ministration. Frankly, I am keeping an open mind on this proposal,
but it is my sincere hope that the debate over the appropriate
agency to oversee the OMC not detract from our focus on the daily
workings of the OMC and the need to boost substantially their lev-
els of effort at improving safety.

Now, I will take advantage of the opportunity to respond to
something my friend and the distinguished chairman of this sub-
committee said about Amtrak. It is true. Amtrak’s financial condi-
tion is not really a very attractive one, and we have put a lot of
money in it. I think it i1s getting better. I am a perpetual optimist
about Amtrak for one reason: Look at what is happening in Boston
today. The forecast is for 2 feet of snow. The airport is almost shut
down already. People would be virtually locked in.

I have had the bad fortune of traveling out of National Airport
to the New York/New Jersey area. I have an option of Newark Air-
port or LaGuardia Airport, depending on the time they leave. And
twice now I have been held up for more than 3 hours, weather con-
ditions, and twice I ran for Amtrak at Union Station. And I will
tell you, when the weather is bad, those trains are filled. It is an
emergency relief for us. We have to have that.

There is some cost involved, but I submit that we have to exam-
ine the cost that occurs to aviation, lost business, missed connec-
tions, et cetera. I met people in the airport who had planned for
a vacation. They had to connect from Washington National to New
York and missed a vacation that the wife and the husband and the
little kids have all planned for. There is a heck of a cost associated
with it. I think when we do the analysis of the cost to Government
of Amtrak service, that we include some of the costs that are not
directly obvious, Mr. Chairman. We have to look at all these
things. And I know that you have been diligent about them and we
have had our chance to debate Amtrak.

But that is not our only subject. Safety is our principal subject,
and I appreciate the opportunity to hear from our witnesses.

Senator SHELBY. Senator Stevens.

STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Well, I congratulate you having the oversight
hearing, and I hope that you will even go down into some of the



6

particular issues and hold separate oversight on some of the sepa-
rate issues because I do think that Transportation has some real
substantial issues that we ought to address, not only from an ap-
propriations point of view, but from a legislative point of view.

One of our great problems is we have been inclined lately to con-
sider legislation without knowing what the facts are. I think we
ought to get into the oversight on specific issues. Particularly I am
concerned about the air traffic control modernization concept, and
I am concerned about the whole problem of transportation com-
puter security. I think the year 2000 issues are pretty well covered
by now by Senator Bennett’s committee, but we should continue to
keep ahead on that.

I do think that last one, the GPRA, is something that we ought
to have the full committee review, Department by Department, to
see what has happened and how the agencies are fulfilling the re-
quirements of that act.

But I am pleased to have a chance to be here and listen.

Senator SHELBY. Our witnesses today, as I indicated earlier, are
Mr. John Anderson, Director of Transportation Issues, U.S. Gen-
eral Accounting Office; the Honorable Kenneth Mead, Inspector
General, U.S. Department of Transportation; and Peter Basso, As-
sistant Secretary of Budget and Programs, U.S. Department of
Transportation. Mr. Anderson, if you will proceed. All of your writ-
ten testimony will be made part of the record in its entirety. If you
would just sum up the high points of your testimony in about 5
minutes, we can have a chance to have a little dialogue.

STATEMENT OF JOHN H. ANDERSON, JR.

Mr. ANDERSON. All right. I will be glad to do that, Mr. Chairman.

Mr. Chairman and members of the subcommittee, thank you for
asking me here today to discuss the critical management chal-
lenges that are facing the Department of Transportation. My testi-
mony is based on a report that we issued in January as part of a
GAO series on major management challenges and program risks
facing the entire Federal Government. The challenges that we iden-
tified are not new to the Department, as the chairman pointed out.
The problems and their solutions have been reported by us, the In-
spector General, and others.

AVIATION CHALLENGES

First, I will discuss FAA which faces numerous challenges in
managing its programs which are critical to our Nation’s air traffic
system. Over the past 17 years, FAA’s multi-billion dollar air traf-
fic control modernization program has experienced significant cost
overruns, delays, and performance shortfalls. While FAA has initi-
ated activities to address many of our concerns about this program,
none are completed. And as we reported recently, several major
components of the program, such as the standard terminal automa-
tion replacement and wide area augmentation systems, continue to
encounter problems that could affect their cost, schedules, and per-
formance. These two systems alone are expected to cost several bil-
lion dollars.

FAA also faces considerable challenges in making its vast net-
work of computer systems ready for the year 2000. Last August we
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testified that FAA was unlikely to complete critical testing activi-
ties in time and that unresolved risks, including those associated
with data exchanges, international coordination, reliance on the
telecommunications infrastructure, and business continuity and
contingency planning, threatened aviation operations. Although
FAA is taking steps to address these issues, much work remains
to be done.

The Congress, as well as the Department, face a challenge in
reaching agreement on the amount and source of long-term financ-
ing for FAA and the Nation’s airports. The administration recently
proposed shifting funding for FAA away from the general fund and
instead relying solely on user charges in the form of excise taxes
or new cost-based charges. However, any cost-based financing de-
pends on accurate and reliable data which FAA currently lacks.

FAA will need to continue its efforts to implement a cost account-
ing system. In addition, continued funding for airports will be criti-
cal to ensure adequate capacity for the national airport system.
Planned development at airports might require as much as $3 bil-
lion more per year nationwide than has historically been spent.

We have also identified the need for FAA to address short-
comings in its safety and security programs and to improve its in-
spection, oversight, and enforcement activities.

SURFACE TRANSPORTATION CHALLENGES

Another challenge is surface transportation programs. Large dol-
lar highway and transit projects, each costing hundreds of millions
to billions of dollars have experienced cost increases and delays and
have had difficulties acquiring needed financing.

Legislation was enacted last year requiring projects costing a bil-
lion dollars or more to submit financial plans to DOT for review.
This should improve Federal oversight of the financing of signifi-
cant projects. However, the Congress needs to decide if additional
Federal oversight is needed of the cost and scheduling for these
projects as well.

Congressional action is also going to be needed to address Am-
trak’s tenuous financial condition and the future of passenger rail
service in the United States.

COAST GUARD CHALLENGES

Turning now to the Coast Guard, it is starting to address the
problems that we reported on recently concerning its 20-year, $9.8
billion project to replace or modernize its deepwater ships and air-
craft. We found that the Coast Guard had not adequately docu-
mented the project’s justification nor its affordability. In addition,
it significantly underestimated the remaining life of its current air-
craft and, to a lesser extent, its ships. DOT and the Coast Guard
need to fix the systemic problems that caused the situation by im-
proving their planning processes, and in addition, issues still need
to be resolved concerning the project’s affordability.

DEPARTMENT-WIDE CHALLENGES

Finally, at the Department level, DOT’s lack of accountability for
its financial activities, which the Inspector General has repeatedly



8

documented, impairs its ability to manage and improve programs
and exposes the Department to potential fraud, waste, and abuse.

In conclusion, many of the problems we identified are longstand-
ing and will require sustained attention by DOT over a long period
of time. The Congress will need to play a prominent role, including
holding hearings like this one, to make sure that things get fixed.

I believe the DOT’s leadership is fully committed to improving its
programs. Mr. Basso has been with the Department for some time
and fully understands the challenges it faces. I know that he and
the rest of the DOT’s top management team will continue to work
hard to make improvements. And I know that my colleague, Ken
Mead, who I used to work with when he was at GAO, will provide
the tenacious oversight and guidance needed to keep DOT’s ship
moving in the right direction.

And finally, GAO is committed to working with the Department
and assisting with congressional oversight.

PREPARED STATEMENT

This completes my oral statement. I will be glad to answer ques-
tions.

Senator SHELBY. Thank you, Mr. Anderson.

[The statement follows:]

PREPARED STATEMENT OF JOHN H. ANDERSON, JR.

Mr. Chairman and Members of the Subcommittee: We are here today to discuss
the critical management challenges facing the Department of Transportation (DOT).
My testimony is based on a report we issued in January as part of GAO’s perform-
ance and accountability series on major management challenges and program risks
facing the federal government.! With a budget request of over $50.5 billion for fiscal
year 2000, the Department faces critical challenges in achieving its goals of ensur-
ing the safe and efficient movement of people and goods and in making cost-effective
investments in the nation’s transportation infrastructure.

While DOT has had many successes in improving the nation’s transportation sys-
tems, it has also experienced problems that have impeded its ability to achieve its
goals. We, DOT’s Inspector General, and the Department have documented these
problems and recommended solutions. Although some corrective actions have been
taken, major performance and management challenges remain for DOT’s agencies
that cover aviation and surface transportation, the U.S. Coast Guard, and the De-
partment itself. In summary:

The Federal Aviation Administration (FAA) faces considerable challenges in man-
aging its multibillion-dollar air traffic control modernization program, making its
computer systems ready for the year 2000, and addressing shortcomings in its safety
and security programs. Additional challenges include funding uncertainties facing
FAA and the nation’s airports and the lack of airline competition in some commu-
nities. While DOT has started to address some of these issues, more needs to be
done. For example, FAA has initiated activities to address many of our concerns
about its air traffic control modernization program but none are completed. More-
over, because of its size, complexity, cost, and past problems, since 1995, we have
designated the air traffic control modernization program as a high-risk information
technology initiative.

DOT and the Congress face challenges in continuing to improve the oversight of
highway and transit projects and in determining the future of passenger rail. Large-
dollar highway and transit projects have experienced cost increases and delays and
have had difficulties acquiring needed financing. While some improvements can be
made by DOT’s agencies, others may require congressional action. For example, the
Federal Transit Administration (FTA) has implemented a new tracking system to
help ensure the correction of deficiencies found during its oversight review of grants,
but we have not reviewed it to determine if it addresses our concerns about the

1“Major Management Challenges and Program Risks: Department of Transportation” (GAO/
0CG-99-13, Jan. 1999).
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agency’s need for complete, timely information. Other improvements—such as ad-
dressing Amtrak’s tenuous financial condition and changing the federal oversight
role for large-dollar highway projects—will require congressional action.

The Coast Guard had not thoroughly addressed planning issues for its 20-year,
$9.8 billion project to replace or modernize many of its deepwater ships and aircraft.
We found that the Coast Guard had not adequately addressed this project’s justifica-
tion and affordability, and we recommended that DOT and the Coast Guard take
several steps to improve their planning processes. The Coast Guard has begun im-
plementing our recommendations, but it has not resolved issues concerning the
project’s affordability.

DOT’s lack of accountability for its financial activities impairs its ability to man-
age programs and exposes the Department to potential fraud, waste, abuse, and
mismanagement. Over the years, the Inspector General has been unable to express
an audit opinion on the reliability of the financial statements of the Department and
some of its agencies. DOT faces considerable challenges in achieving an unqualified
audit opinion on its fiscal year 1999 financial statements due to the numerous prob-
lems that need to be addressed, and the serious financial management weaknesses
at FAA have contributed to these problems. Consequently, this year we designated
financial management at FAA as a high-risk area.

AVIATION CHALLENGES

Over the past 17 years, FAA’s multibillion-dollar air traffic control modernization
program has experienced cost overruns, schedule delays, and performance shortfalls
of large proportions. The Congress appropriated over $25 billion for the program
through fiscal year 1998, and FAA estimates that the program will need an addi-
tional $17 billion for fiscal years 1999 through 2004. Because of its size, complexity,
cost, and problem-plagued past, we have designated this program as a high-risk in-
formation technology initiative since 1995. Among other things, FAA needs to adopt
disciplined acquisition processes and change its organizational culture so that em-
ployees become strongly committed to mission focus, accountability, coordination,
and adaptability. Although FAA has initiated activities to address many of our con-
cerns, such as improving its software acquisition capabilities, none are completed.
Additionally, we recently reported that FAA is not effectively managing information
security for future air traffic control modernization systems and we made several
recommendations. For example, we recommended that FAA ensure that specifica-
tions for all new air traffic control systems include security requirements based on
detailed assessments.

FAA also faces considerable challenges in making its computer systems ready for
the year 2000. In August 1998, we testified that FAA was unlikely to complete all
critical tests of its computer systems in time and that unresolved risks—including
those associated with data exchanges, international coordination, reliance on the
telecommunications infrastructure, and business continuity and contingency plan-
ning—threatened aviation operations. The implications of FAA’s not meeting the
Year 2000 deadline are enormous and could affect hundreds of thousands of people
through customer inconvenience, increased airline costs, grounded or delayed
flights, or degraded levels of safety. FAA is making progress in addressing the Year
2000 computing problem. Earlier this month, DOT reported that FAA validated 74
percent of its mission critical systems undergoing repair, up from 20 percent in No-
vember 1998. However, much remains to be done to complete validating and imple-
menting the repairs and the replacements of FAA’s mission critical systems. As of
January 31, 1999, FAA had implemented only about 15 percent of its mission criti-
cal systems undergoing repair. In addition, airports and airlines depend on com-
puter technology and, thus, will face Year 2000 risks. We reviewed the status of air-
ports’ preparations for the year 2000 and found that nearly one-third of the more
than 330 airports that responded to our survey did not report that they would meet
the June 1999 date recommended by FAA to complete preparations for the year
2000 and that they did not have contingency plans for Year 2000-induced failures.
Because of the interdependence among airline flights and airport facilities, equip-
ment malfunctions related to the date change at one airport could decrease effi-
ciency and cause delays at other airports and eventually impede the flow of air traf-
{lic };:hroughout the nation, especially if those delays occur at airports that serve as

ubs.

DOT and the Congress face a challenge in reaching agreement on the amount and
the source of long-term financing for FAA and the nation’s airports. The National
Civil Aviation Review Commission recommended that the Congress fund FAA
through a combination of cost-based user charges, fuel taxes, and general fund reve-
nues. The administration’s proposal to authorize FAA for fiscal years 1999 through
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2004 would fund the agency through user charges—in the form of excise taxes or
new cost-based charges—and would shift funding away from the general fund. But
any cost-based system depends on accurate and reliable data, which FAA presently
lacks. FAA will need to continue its efforts to fully implement its cost accounting
system so that it can use reliable and accurate data to improve its management and
performance and establish user fees as mandated by the Congress. In addition, con-
tinued funding for airports will be critical to ensuring adequate capacity for the na-
tion’s airport system. From 1997 through 2001, planned development at airports
might require as much as $10 billion per year nationwide compared to about $7 bil-
lion in funding at historical levels. Several proposals to increase airports’ funding
have emerged in recent years, including increasing the amount of funding from
FAA, but some of them are controversial. In addition, FAA’s prior efforts to address
airport funding needs—such as pilot programs to use grants in more innovative
ways—might provide additional flexibility, especially if changes are made to expand
the number of projects and reduce some restrictions.

We have identified numerous shortcomings in FAA’s safety and security pro-
grams. These include the need for the agency to improve its oversight of the avia-
tion industry, record complete information on inspections and enforcement actions,
provide consistent information and adequate training for users of weather informa-
tion, and resolve data protection issues to enhance the proactive use of recorded
flight data to prevent accidents. While FAA is taking some steps to address these
shortcomings, including totally revamping its inspection program, resolving the
problems will take considerable time and effort. In addition, while progress has been
made in strengthening airport security, it will take years for FAA and the aviation
industry to fully implement current initiatives.

A final aviation challenge is the lack of airline competition in some communities.
Although DOT and others generally consider airline deregulation to be a success,
contributing to better service and lower fares for most travelers, not all communities
have benefited. In a number of small and medium-sized communities, a lack of air-
line competition contributes to higher fares and/or poorer service. Operating bar-
riers—such as long-term, exclusive-use gate leases and “slot” controls that limit the
number of takeoffs and landings at certain congested airports—contribute to higher
fares and service problems by deterring new entrant airlines while fortifying estab-
lished airlines’ dominance at key airports. Recently proposed alliances between the
nation’s six largest airlines have raised additional concerns about competition. DOT
has attempted to address problems with competition by such efforts as granting a
limited number of additional slots at two airports. Additional actions—some of
which are controversial—may be needed by the Congress, DOT, and the private sec-
tor. In this regard, various bills have been introduced to address competition issues
and the administration has proposed legislation that would eliminate slot restric-
tions at three of the four slot-controlled airports.

HIGHWAY, TRANSIT, AND PASSENGER RAIL CHALLENGES

Many large-dollar highway and transit projects, each costing hundreds of millions
to billions of dollars, have incurred cost increases, experienced delays, and had dif-
ficulties acquiring needed financing. In fiscal year 1998, DOT’s Federal Highway
Administration provided over $21 billion to assist the states in building and repair-
ing highways and bridges. We have identified several options to help improve the
management of these projects, particularly those involving large amounts of dollars,
depending on the oversight role that the Congress chooses for the federal govern-
ment. For example, one option would be to establish performance goals and strate-
gies for controlling costs as large-dollar projects move through the design and con-
struction phases.

FTA has improved its oversight of federal transit grants, but shortcomings exist
in its follow-up on noncompliance. Our prior work indicated that, frequently, some
grantees did not meet FTA’s time frames for corrective actions and that FTA had
allowed compliance deadlines to be revised, which enabled grantees to delay correc-
tive actions. Also, FTA did not have complete, timely information to help ensure the
correction of deficiencies found during its oversight reviews of grants. The agency
has implemented a new tracking system, but we have not reviewed it to determine
if it addresses our concerns.

The National Railroad Passenger Corporation’s (Amtrak) financial condition re-
mains tenuous. Despite efforts to control expenses and increase revenues, Amtrak’s
financial condition has deteriorated in recent years. Since it began operations in
1971, Amtrak has received nearly $22 billion in federal subsidies for operating and
capital expenses, and it is likely to remain heavily dependent on federal assistance
well into the future. Amtrak loses about $2 for every dollar it earns in revenues
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from its train service, and only one of Amtrak’s 40 routes covers its costs. The busi-
ness decisions that Amtrak makes regarding the structure of its route system will
play a crucial role in determining its long-term viability. Because there is no clear
public policy that defines the role of passenger rail in the national transportation
system and because Amtrak is likely to remain dependent on federal assistance, the
Congress needs to decide on the nation’s expectations for intercity rail and the scope
of Amtrak’s mission in providing that service.

COAST GUARD CHALLENGES

The Coast Guard did not thoroughly address planning issues for its 20-year, $9.8
billion Deepwater Capability Replacement Project to replace or modernize many of
its ships and aircraft. This effort, which is potentially the largest acquisition project
in the agency’s history, is still in its early stages. We found that the Coast Guard
did not adequately address the project’s justification and affordability. In fact, the
remaining useful life of its aircraft—and perhaps ships—may be much longer than
the agency originally estimated. We recommended that DOT and the Coast Guard
take several steps to improve their planning processes, such as expediting the devel-
opment and the issuance of updated information on the remaining service life of the
agency’s aircraft and ships and revising acquisition guidelines so that future
projects are based on more accurate and complete data. The Coast Guard has begun
implementing our recommendations, but has not resolved issues concerning the
project’s affordability.

DEPARTMENTWIDE CHALLENGE

DOT’s lack of accountability for its financial activities impairs its ability to effi-
ciently and effectively manage programs and exposes the Department to potential
fraud, waste, abuse, and mismanagement. Since 1993, when the Office of Inspector
General began auditing the financial statements of certain agencies within the De-
partment, it has been unable to determine whether the reported financial results
are correct and has thus been unable to express an audit opinion on the reliability
of these statements. The Inspector General also has been unable to express an opin-
ion on the reliability of the departmentwide statements since these statements were
first audited in fiscal year 1996. A key issue affecting the ability to express an opin-
ion on these financial statements has been DOT’s inability to reliably determine the
quantities, the locations, and the values of property, plant, and equipment and in-
ventory, reported at $28.5 billion as of September 30, 1997. Serious financial man-
agement weaknesses at FAA have contributed to this situation. Consequently, we
have designated financial management at FAA as a high-risk area. In addition, as
we previously mentioned, DOT lacks a cost-accounting system or an alternative
means to reliably accumulate and report the full cost of specific projects and activi-
ties. Due to the deficiencies in its financial accountability, it is unlikely that DOT
can accurately determine costs and meaningfully link them to performance meas-
ures. On September 30, 1998, DOT submitted a plan to the Office of Management
and Budget for resolving the financial management deficiencies that had been iden-
tified in its financial statement audits. However, the Department faces significant
challenges in achieving its goal of receiving an unqualified audit opinion on its fiscal
gear 1399 financial statements due to the numerous problems that need to be ad-

ressed.

In summary, many challenges we identified are long-standing and will require
sustained attention by DOT and the Congress. While DOT has initiatives underway
to address the shortcomings in some of its programs, these activities are only in the
early stages of implementation. It will take time to fully address the issues we and
others have identified and to assess whether the Department has fully resolved
them. Furthermore, congressional actions will also be required to address certain
challenges facing the Department. Finally, congressional oversight, such as provided
by this hearing, will help ensure the effective resolution of these challenges.

Mr. Chairman, this completes my testimony. I will be glad to respond to any ques-
tions that you or other Members of the Subcommittee may have.

STATEMENT OF KENNETH M. MEAD

Senator SHELBY. Mr. Mead.

Mr. MEAD. Thank you, Mr. Chairman. I would just like to make
two points on a personal note to the committee. I hope this does
not eat into my time too much.



12

First of all, just to echo what Chairman Stevens said, it is very
healthy from time to time for the Inspector General and the GAO
to pause and reflect on what the key issues are facing the Depart-
ment. I want to say I found this exercise quite useful inside DOT.
The Secretary was very responsive and Department officials listen
K}ien they know the Congress is paying attention. That really

elps.

Second, Mr. Chairman, I would like to salute Senator Lautenberg
for all your support and contributions to transportation safety over
the years. We have been through a lot of hearings together, and
some of these issues, as you said——

Senator LAUTENBERG. We have heard before. [Laughter.]

Mr. MEAD. There is some vintage behind them.

The chart lists these top 10 issues, at least as we see them. They
are very similar to GAO’s. I will just hit the highlights as I go
down through them.

DOT’S TOP 10 MANAGEMENT ISSUES

First, aviation safety. It was a very good year for U.S. commer-
cial aviation—no fatal accidents. To continue that record, FAA
must have a proactive approach to preventing accidents. There are
numerous targets of opportunity.

Reducing runway incursions is one of them. Runway incursions
are when aircraft are at risk of colliding with an object on the
ground, such as another aircraft. Runway incursions, Mr. Chair-
man, have been steadily increasing since 1993, substantially so.
There were about 300 of them across the country in 1998.

Second, surface safety. Highway accidents claim more than
40,000 lives annually. Of those, more than 5,000 involve large
trucks. This is an area where improvement is truly and urgently
needed. A small portion of the industry puts profit first and safety
second. DOT can do a better job in getting the problem companies
to change their behavior or get them off the road.

Third, the year-2000 computer problem. DOT got a late start in
this area. I think that is very well-known by now. However, we
have got a much higher confidence level than we did a year ago
that DOT will complete the job with its own systems. A great deal
of work remains, especially for FAA, which over the next several
months must ensure that the repairs it has made to all its comput-
ers are now fielded in the various installations around the United
States. Outside of DOT, both the U.S. transportation industry and
foreign transportation systems—specifically foreign air traffic con-
trol deserve very close watching.

Fourth, air traffic control modernization. The record here for de-
veloping and installing new equipment has not been good. Recently
there have been some successes, such as the commissioning of new
controller displays at the en-route centers, and replacement of the
HOST computer, which is also going reasonably well. Both those,
though, are not software-intensive acquisitions. Two other air traf-
fic systems—you will hear them referred to as STARS and WAAS—
do involve intensive software and development. Both have experi-
enced significant cost and schedule problems. The STARS system,
to upgrade displays, software and computers in terminals, experi-
enced substantial human factor problems late in the acquisition.
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Fifth, FAA financing. We know Congress will be considering how
best to finance FAA. Its budget has increased nearly 70 percent
since 1988. But a stable and agreed-upon means of financing FAA
is only part of the equation. A watchword here must also be cost
control. A large part of the increase in FAA’s requirements is due
to the rising cost of its work force, a cost which now comprises 57
percent of the FAA budget. These rising costs have already begun
to crowd out what would otherwise be available for other critical
functions.

Sixth, infrastructure. As you know, with TEA-21, we are infus-
ing billions of dollars into surface transportation infrastructure.
The watchword here must be: Be on the alert for fraud, waste, and
abuse. There’s a lot of money going into infrastructure programs.
Look back in history to the Eisenhower administration and see
what happened when we infused a lot of money into the interstate
system. We want to be vigilant not to let that occur again.

Also, discretionary money ought to be going to the high-priority
projects.

And at airports, we need to be vigilant to guard against revenue
diversion, especially if Congress is going to increase the passenger
facility charge.

Seventh, security. We are making a significant investment in
new airport and aviation security procedures and new explosives
detection equipment. All these different systems need to work to-
gether. Explosives detection equipment is being deployed in the
field, and a considerable amount has been deployed in just the last
12 months. Time will be required to make sure usage of these ma-
chines is effective and optimal, that consistent protocols are fol-
lowed for usage of those machines, and that everybody does the
same thing when the machines detect a suspect substance.

Eight, financial statements. Now, this may seem like a fairly dry
subject, financial statements, but most corporations have them and
they usually get a clean opinion or they hear from their stockhold-
ers. DOT has made several major improvements in this area over
the last several years, but for the Department to get an unqualified
or clean opinion on its financial statements, both FAA and the
Coast Guard must account for property and equipment totaling
about $20 billion. Now, the credibility of a cost accounting system
for FAA and any user fees is going to depend on FAA getting a
clean opinion on its financial statements.

Ninth, Amtrak’s financial outlook. Amtrak has some very promis-
ing opportunities in the next few years with which to improve its
financial outlook. Mail and express package service and high-speed
rail in the Northeast Corridor could prove to be very significant
revenue sources. But there is still some very red ink. In fiscal year
1998, Amtrak lost more than $800 million. Now, that was less than
projected, but it still was the second largest loss in the past 10
years.

Finally, the Government Performance and Results Act. I think
you know DOT’s strategic plan and its performance plan were
rated among the very best in Government. The challenge for us all
now is meeting or exceeding the many quantitative goals set forth
in that plan. Safety and efficiency are among them. The first report
card will be submitted to the Congress in March 2000.
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PREPARED STATEMENT

Mr. Chairman, that concludes my statement. I will defer to my
fine colleague here, Mr. Basso.

Senator SHELBY. Thank you.

[The statement follows:]

PREPARED STATEMENT OF HON. KENNETH M. MEAD

Mr. Chairman and Members of the Subcommittee, we appreciate the opportunity
to appear today to discuss the major management issues facing the Department of
Transportation.

We recently prepared a report on the 10 top-priority management issues at the
request of the House Majority Leader and the Chairman of the House Committee
on Government Reform. We grouped these issues into the following areas:

. Aviation Safety

. Surface Transportation Safety

. Year-2000 Computer Issues

. Air Traffic Control Modernization

FAA Financing

. Surface, Marine, and Airport Infrastructure Needs

. Transportation and Computer Security

. Financial Accounting as Related to the Chief Financial Officers (CFO) Act
. Amtrak Financial Viability/Modernization

10. DOT Implementation of the Government Performance and Results (GPRA) Act

In addition to the 10 management issues presented, aviation competition is a pol-
icy area we believe will become an increasingly important policy matter during the
next year for the Department, the Congress, and the aviation community. Key de-
partmental activities affecting aviation competition include capacity-building at the
nation’s airports, the Department’s proposed guidelines on unfair competitive prac-
tices, measures to ensure and increase competition at hub airports, and the cost and
quality of service at small- and medium-size airports.

Secretary Slater has set the tone for DOT to be visionary and vigilant in all as-
pects of transportation. As a result, DOT can proudly point to a number of successes
to which it contributed this past year. For example, there have been no fatalities
in U.S. commercial aviation, investment in surface infrastructure has been funded
to record levels, and DOT’s Strategic Plan was rated the best in government. A few
weeks ago, the Coast Guard seized nearly 5 tons of cocaine with a street value of
about $350 million—one of the largest cocaine seizures ever recorded. These suc-
cesses deserve recognition, but more needs to be done to ensure that the American
transportation system remains safe and efficient.

It is also important to recognize the linkage between the management issues we
identified and the goals established by DOT. Indeed, DOT’s ability to achieve its
goals depends greatly on how effectively it addresses these key management issues.

To its credit, DOT’s 5 Strategic Goals correlate with 7 of the 10 issues we identi-
fied and its Performance Plan outlines actions to address those issues. The remain-
ing 3 issues—the Year—2000 computer problem, financial accounting and the Chief
Financial Officers Act, and DOT implementation of GPRA—are not explicitly in-
cluded in DOT’s Strategic Goals. They are, however, addressed in DOT’s Corporate
Management Strategies, which are a part of the 1999 Performance Plan.

We are working closely with the Secretary, Deputy Secretary, and Operating Ad-
ministrators to address these issues. We will continue to monitor the issues and ad-
vise the Secretary and the Congress of the Department’s progress, problems, and
recommended solutions.

The 10 top-priority management issues we identified are similar to those identi-
fied by the General Accounting Office. They cover a vast amount of subject matter
iQ;nd cannot be comprehensively addressed in one statement or covered in a single

earing.

I will briefly discuss each of these issues today and identify actions needed to ef-
fectively address them. The report we issued in December discusses each issue and
the conditions identified by our audit and investigative work. It also references each
issue to the relevant goals in the Department’s Strategic and Performance Plans.

© 0T UA N

AVIATION SAFETY

Despite last year’s exemplary record, DOT needs to continually identify air trans-
portation safety risks and proactively reduce those risks. Aviation safety has been
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a focus area for our office for a long time. Our major aviation-safety concerns today
are:

Reducing runway incursions (i.e. situations when an aircraft is at risk of colliding
with another object on the runway), which are increasing.

—Effectively implementing FAA’s new inspection process and providing training

to the inspector workforce.

—Ensuring that safety risks are called to the attention of top FAA management
and acted on promptly.

—LEvaluating the safety implications of U.S. air carrier code-share agreements
and international alliances that involve foreign air carriers and—if necessary—
modifying approaches to oversight and code-share approval.

Industry and government leaders recognize that if the runway incursion rate is
not reduced, and air traffic increases as projected, there will be an increase in the
number of accidents. This is unacceptable. FAA has recognized this risk, adopted
a focused safety agenda, and taken some important preventive steps such as the
Safe Skies program aimed at critical safety problems. FAA must now make sure
that the actions it identified in the agenda are implemented.

The number of runway incursions increased by 70 percent between 1993 and 1997
from 186 to 318. Because of this trend, and the devastating consequences of a colli-
sion on the ground, preventing runway incursions is one of FAA’s safety goals. Our
work shows that FAA has a good plan to reduce runway incursions. However, run-
way incursions continued to rise in 1998 and remain a significant problem. The key
for FAA to reduce runway incursions is to follow through on implementation of the
existing plan.

Another important area is the use of data to identify safety problems and effec-
tively deploy safety-inspection resources. FAA’s efforts to collect data from airlines,
to improve its own data collection, and to analyze the data and then act as soon
as problems are identified are essential for accident prevention. This program must
get off the ground this year.

FAA’s strong oversight of the aviation industry is critical. Recognizing past prob-
lems, FAA has begun to revise its safety-monitoring process. While suspected unap-
proved parts continue to be a problem, we have seen improvements in FAA’s atti-
tude and its oversight.

Equally important to aviation safety is how well DOT adapts to industry change.
During a 4-year period, code-share agreements between U.S. and foreign carriers
have more than doubled, to 163. The rapid increase in the number of code-share
agreements and the movement toward global alliances may necessitate new ap-
proaches to safety oversight and approval of code-share agreements. We are cur-
rently reviewing this issue.

SURFACE TRANSPORTATION SAFETY

By far, the greatest number of transportation-related fatalities involve motor vehi-
cles. Highway accidents claim more than 40,000 lives annually. Rail and transit ac-
count for an additional 850 lost lives. It is critical that DOT address surface trans-
portation safety issues, such as:

—Improving the effectiveness of the Department’s motor-carrier safety program
for vehicle maintenance, driver qualifications, and compliance with hours-of-
service requirements. This includes taking prompt, tough enforcement action
against carriers that fail to comply with the rules after appropriate warnings
have been issued.

—Increasing the safety of commercial trucks and drivers entering the U.S. from
Mexico.

—Reducing grade-crossing and rail-trespassing accidents through enforcement,
education, and technology.

—Improving safety-regulation compliance by transporters of hazardous materials.

—Increasing the effectiveness of the Federal Railroad Administration’s Safety As-
surance Compliance Program, and bringing enforcement into play when vol-
untary and collaborative initiatives fall short.

Educating drivers, reducing risky behavior and using seat belts can do more to
reduce highway fatalities than anything else. DOT is aggressively pursuing these
actions.

However, truck-related accidents account for more than 5,000 deaths annually or
about 15 deaths every day. This is equivalent to a major aviation accident every 2
weeks. Though the fatality rate involving trucks has remained at about the same
level, the number of deaths is unacceptable. Strong action is needed to control truck-
ers who disregard public safety.
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Most trucking firms follow the rules. But there is a segment of the industry will-
ing to cut corners to increase profits. They put others at risk and give the rest of
the industry a bad name by using unqualified drivers, operating unsafe vehicles,
and requiring drivers to work without necessary rest. They are the ones who must
be targeted for stringent enforcement action—and given the choice of complying or
being removed from the nation’s highways.

During the past 18 months, our investigations of such companies have resulted
in 33 indictments of truckers and/or companies. We have an additional 30 investiga-
tive cases underway and expect to pursue many more.

The FHWA Office of Motor Carriers’ (OMC) ability to oversee the trucking indus-
try and its effectiveness in doing so has been challenged. Recently we released re-
sults of an investigation into allegations that senior OMC officials had initiated in-
dustry lobbying to defeat legislation to transfer this office to the National Highway
Traffic Safety Administration. We concluded there were violations of specific rules
and that, in this instance, there was evidence of an improper relationship between
senior officials at OMC and the trucking industry they regulate. There was a dis-
tinct appearance that OMC senior leadership did not have the “arm’s-length” rela-
tionship needed between government safety regulators and the industries they regu-
late.

At the request of House and Senate members, we are reviewing the effectiveness
of DOT’s oversight of the motor-carrier industry. As part of the review, we are ex-
amining organizational options and other steps that can be taken to improve the
effectiveness of this critical DOT safety mission. We expect to complete our work
in a few weeks.

Another motor-carrier safety issue is the ability of Federal and state inspectors
to make sure trucks entering the U.S. from Mexico meet U.S. safety standards.
Presently, only California does a good job inspecting Mexican trucks. Because safety
inspections have a deterrent effect, the out-of-service rate for trucks entering Cali-
fornia from Mexico is 28 percent. By comparison, in states where inspections are
less-frequent or less-stringent, the out-of-service rates are much higher: 37 percent
in New Mexico, 42 percent in Arizona, and 50 percent in Texas. The out-of-service
rate for U.S. trucks is 26 percent, which is still too high.

For years, DOT and the border states have pointed to each other when asked who
has the responsibility for inspecting trucks crossing the border. It is time to end this
debate and put the necessary resources and processes in place to ensure that all
trucks entering our borders are safe.

YEAR—2000 COMPUTER ISSUES

After a slow start, the DOT, including FAA, has made a great deal of progress
addressing the Year—2000 (Y2K) computer issue. The department is also making ex-
tensive efforts to increase Y2K awareness in the transportation industry.

While much remains to be done on DOT’s systems, we have a higher confidence
level than we did a year ago that DOT will complete the job. We are not in a posi-
tion to express the same level of confidence with regard to foreign operators of
transportation systems, such as foreign air traffic control systems.

The major issues that DOT must still address are:

—Completing Y2K work on all missioncritical computer systems by March 31,

1999.
—Testing all repaired systems to make sure they work as a unit and as part of
a network.

—Obtaining meaningful assurances that the transportation industry, including

aviation, transit and shipping, will be Y2K-compliant.

—Ensuring that DOT computers properly link up with other public and private

computers, and that contingency plans are at the ready if critical systems fail
to operate after December 31, 1999.

As of December 31, 1998, 50 of FAA’s and 3 of the U.S. Coast Guard’s mission-
critical systems would not be tested and implemented by Office of Management and
Budget’s milestone of March 31, 1999. As of December 31, 1998, 280 of DOT’s 291
missioncritical systems that had Y2K problems were repaired.

AIR TRAFFIC CONTROL MODERNIZATION

FAA has been trying to modernize its air traffic control system since the early
1980s. The first comprehensive program, called the Advanced Automation System
or AAS, was a failure. It was canceled in the early 1990s and wasted $1.5 billion.

Today, FAA’s multi-billion dollar air traffic control modernization effort remains
a major challenge. FAA said Federal procurement and personnel rules made it dif-
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ficult to modernize its equipment. Congress therefore exempted FAA from many
rules that still apply to other government agencies.

FAA has since proceeded with several major systems-development and acquisition
efforts. FAA has had some successes, such as the Display System Replacement, and
other systems such as the HOST computer are doing reasonably well. Two systems,
however—the Standard Terminal Automation Replacement System or STARS, and
the Wide Area Augmentation System, or WAAS—have already experienced signifi-
cant cost increases and schedule slippage. The cumulative cost over the life of these
systems exceeds $5 billion. Both systems require extensive software development—
a problem area for FAA, historically.

Human-factors issues—that is, the interface between the system and air traffic
controllers or maintenance technicians—were not adequately considered before
STARS was designed. Incorporating changes late in the process will result in a sys-
tem that will cost much more than planned and be delivered much later than sched-
uled. In the case of WAAS, the problems involve a critical software package that
monitors, corrects, and verifies the performance of the systems.

For both STARS and WAAS, critical decisions needed early in the process were
overlooked until late in development. Some of these decisions have not been re-
solved. FAA must make sure problems like these are not repeated in the develop-
ment of future systems such as Data Link, a critical component of Free Flight.

In our opinion, the FAA must:

—Reassess and rebaseline plans for the transition to satellite communications,
navigation, and surveillance, including “Free Flight.” This issue includes deter-
mining whether the Global Positioning System (GPS) and the WAAS will be the
sole means of navigation or if a secondary systems will be needed.

—Incorporate human factors in the design and development of new ATC systems
such as Data Link and the user-request evaluation tool, in order to avoid the
problems similar to those experienced by STARS.

—Strengthen its capacity to oversee multi-billion dollar software-intensive devel-
opment contracts. These contracts have typically resulted in large cost increases
and major schedule slippage—an issue that has affected the pace of air traffic
modernization for more than a decade. Strong oversight by the Department and
the OIG is critical to ensuring contractor accountability and clear agency re-
quirements.

FEDERAL AVIATION ADMINISTRATION FINANCING

Financing FAA is a major issue that the Department, the Congress, and the avia-
tion community will address this year. FAA faces significant risks in meeting rising
operations costs (principally workforce costs). This presents a corollary problem that
operating costs could “crowd out” adequate funding levels for air traffic control mod-
ernization, research and development, and airport grants.

During the past 10 years, FAA’s annual operating requirements almost doubled
from $3 billion to nearly $6 billion, and the cost of operations is expected to continue
to rise. FAA’s total budget is about $10 billion. The recent increase in pay for air
traffic controllers could require as much as $1 billion in additional funding over the
next 5 years. Also, cost increases in air traffic control modernization initiatives, such
as WAAS and STARS, constrain spending in other legitimate need areas, such as
technologies that hold promise for reducing runway incursions.

Even with increased funding from the Aviation Trust Fund, receipts may fall sub-
stantially short of even the most conservative estimates of FAA needs by 2002.
Therefore, some funding source—the General Fund of the Treasury, user fees, or
higher ticket taxes—will have to be considered to cover additional costs. The Gen-
eral Fund, of course, is already used to cover approximately 30 percent of FAA costs,
or an average of $2.7 billion per year.

However, there are limits on revenues that can or should be assessed, regardless
of whether they are called ticket taxes, user fees, segment fees, or passenger facility
charges (PFC). On a round-trip $100 ticket, ticket taxes, PFCs, and segment fees
currently amount to 18 percent of the base ticket cost. That is why the FAA, like
other public or private sector organizations, must show discipline in controlling
costs, particularly for operations and air traffic control acquisitions. Cost-control
should be just as important in the current debate as the matter of how best to fi-
nance FAA.

FAA plans to try to free up funding by controlling costs, increasing productivity
and more tightly managing its budget. However, FAA will not be able to credibly
say whether any of these things are happening until it has an effective cost-account-
ing system in place. Such a system will improve FAA management, regardless of
the policy decision on user fees. Further, FAA cannot implement a credible and reli-



18

able cost-accounting system until it first ensures its financial systems accurately
capture and allocate cost data and it obtains an unqualified opinion on its financial
statements. As we have reported to the Congress, the Secretary, and the FAA Ad-
ministrator, FAA’s financial-management systems do not currently capture this data
and, until they do, FAA cannot receive an unqualified opinion. It 1s critical that FAA
put its financial affairs in order.

SURFACE, MARINE, AND AIRPORT INFRASTRUCTURE NEEDS

Replacement of transportation infrastructure and construction of projects is cru-
cial to U.S. economic viability and quality of life. The Transportation Equity Act for
the 21st Century (TEA-21) provides $198 billion over a 6-year period to improve
safety and to maintain and improve America’s highways, bridges, and mass-transit
systems. It is imperative that these funds, as well as Airport Improvement Funds,
be used effectively and efficiently.

Since October 1997, we have 1ssued 5 audit reports covering selected major high-
way and transit infrastructure projects priced at $1 billion or more (Megaprojects),
including the Central Artery project in Boston; Metrorail in Washington, DC; the
Cypress Freeway Project in Oakland, California; the Red Line in Los Angeles; and
Interstate 15 in Utah. The audits focused on current costs, work completed, the ac-
curacy of supporting data, and the potential financial and schedule risks for each
Megaproject. These as well as other reviews of DOT programs and projects have
shown that:

—Discretionary funds were frequently not awarded to projects identified as the
highest priority (59 percent of the FHWA awards and 15 percent of the FAA
awards) nor was there an explanation or documentation for the rationale for
these decisions. DOT has agreed to take appropriate corrective action.

—A proactive investigation process is needed to deter unscrupulous contractors.
For example, earlier this month, as a result of an OIG and FBI investigation,
an Illinois contractor pleaded guilty and agreed to pay a $12 million fine for
submitting false weight tickets for highway construction projects and underpay-
ing work benefits.

—Airport sponsors continue to improperly divert funds from the airports and leg-
islated controls to stop the practice have not been implemented. More than 4
years after Congress established the requirements that FAA issue/establish
policies and procedures on permitted and prohibited airport revenue use, FAA
has not finalized them. Until FAA takes effective action to eliminate revenue
diversions, it will be difficult to justify additional PFCs.

In order to effectively and efficiently invest in infrastructure, we recommend:

—Strengthening internal controls to ensure adequate management and oversight.

—Developing sound financial plans for high-cost projects before the work begins,
including funding sources and full disclosure of interest costs.

—Promoting the use of cost-saving techniques such as value engineering, design-
build procurements, and owner-controlled insurance programs. (A recent report
by DOT showed that value engineering saved more than $750 million in con-
struction costs for fiscal year 1998).

—Selecting high priority projects for discretionary grants, awarded according to
established criteria and explaining in writing any deviations.

—Eliminating the prohibited diversion of airport revenues by airport sponsors.

TRANSPORTATION AND COMPUTER SECURITY

In a society that thrives on unimpeded mobility, protecting the public from terror-
ism is very difficult. The nation’s airports have security processes specified by FAA.
However, access to transit, buses, railroads, bridges and other infrastructures is
largely uncontrolled.

At airports, where security processes have been established, compliance is a well-
known problem. Our recent work has shown that improvements are needed in pas-
senger screening, baggage and cargo screening, access to aircraft operating areas,
preventing the transportation of hazardous materials on passenger aircraft and ef-
fective use of costly explosives-detection equipment.

Likewise, vital computer systems are at risk because networks do not have ade-
quate security built in and access monitoring has been minimal. In May 1998, Presi-
dential Decision Directives 62 and 63 were issued. These require Federal agencies
to take a more systematic approach to fighting terrorism and securing initial infor-
mation systems within 2 years.

Extensive work will be needed to enhance aviation and computer security. That
work must include:

—Enhancing the use of new technologies such as explosives-detection equipment.
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—Improving compliance with shipping requirements related to cargo safety and
security.

—Developing technical capabilities to detect intrusions into DOT and FAA com-
puter networks and acting to reduce vulnerability.

FINANCIAL ACCOUNTING/CHIEF FINANCIAL OFFICERS ACT

DOT has made major improvements in its accounting system since Congress en-
acted the CFO Act. Despite these improvements, neither FAA nor the Department
as a whole has earned an unqualified audit opinion on its financial statements. The
primary problem now is real and personal property accounts. Like DOD and other
departments that have large amounts of property, assigning value and adequately
supporting the amount recorded continues to be a problem—particularly for FAA
and the Coast Guard, with combined balances of $20.6 billion. As previously noted,
FAA must have an unqualified opinion on its financial statements before it can have
a credible and defensible cost-accounting system that will support a fee structure.

We are closely working with the Chief Financial Officer as well as with FAA and
Coast Guard officials to meet the President’s goal for an unqualified opinion in fiscal
year 1999. This will be a major challenge for DOT. To meet the challenge:

—FAA needs to account for, and value, property and equipment accounts totaling
about $12 billion and manage its multi-billion-dollar “work-in-process” accounts
for air traffic control modernization.

—The Coast Guard must arrive at a reliable estimate of its future liability for
military retirement pay and health-care costs, and account for and value its
property and equipment.

—The Treasury Department must develop adequate support for trust fund reve-
nues and account balances totaling $28 billion.

AMTRAK FINANCIAL VIABILITY/MODERNIZATION

Amtrak managers have characterized fiscal year 1998 as a good year for the rail-
road. This should be placed in context. Amtrak’s loss of more than $800 million was
less than had been projected but was the second-largest in the past 10 years.

Congress has mandated that Amtrak no longer receive a Federal subsidy to pay
operating costs after 2002. Based on our assessment of Amtrak’s March 1998 Strate-
gic Business Plan, achieving that goal will present a significant challenge. We con-
cluded that portions of the plan are at risk, and that if the plan were followed with-
out modification, Amtrak’s cash loss over the period fiscal year 1999 to fiscal year
2003 would be $800 million higher than forecast in the plan, $2.9 billion rather than
$2.1 billion. A significant portion of this restatement reflects our belief that revenue
from high-speed rail will fall short of Amtrak’s projections, especially in the early
years. Amtrak is relying heavily on increased revenues from high-speed rail service
in the Northeast corridor to improve its bottom line. Reducing the operating loss is
critical because every dollar Amtrak uses to cover its operating loss is a dollar that
could be spent on needed capital improvements.

We estimated that Amtrak’s capital needs range from $2.7 billion to $4.7 billion
for the period fiscal year 1999 through 2003. We project a funding shortfall of $500
million for Amtrak to meet even its minimum capital needs. We do not believe this
minimum level is adequate if Amtrak is to remain viable.

The new Amtrak Reform Board is aware of our concerns and is developing and
implementing plans to increase revenue and reduce cost. The Congressionally estab-
lished Amtrak Reform Council is also working on this issue. We will continue to
work with both groups. As mandated by Congress, we are updating our independent
assessment by examining Amtrak’s 1999 Strategic Business Plan and will provide
a report this spring.

DOT IMPLEMENTATION OF GPRA

DOT’s first steps to implement GPRA have been very successful. Its strategic plan
and the performance plan were rated by Congress to be among the best in govern-
ment. These were only first steps, however, and DOT cannot rest on its accomplish-
ments.

The difficult job of collecting accurate outcome data, measuring success or lack of
sufficient progress, and making programmatic changes remains.

DOT’s ability to measure performance is dependent on data that must be obtained
from outside sources. Furthermore, actions of third parties have a significant impact
on the outcomes DOT is trying to achieve. For example, without strong enforcement
of seat-belt laws by the states, DOT’s goals for reducing highway fatalities may not
be achieved. Fiscal year 1999 is critical because the first GPRA report must be sub-
mitted to Congress on March 31, 2000.
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Mr. Chairman, this concludes our statement. I would be pleased to answer any
questions.

GENERAL ACCOUNTING OFFICE REPORT

MAJOR MANAGEMENT CHALLENGES AND PROGRAM RISKS: DEPARTMENT OF
TRANSPORTATION

(Letter Report, 01/01/99, GAO/OCG-99-13).

The PRESIDENT OF THE SENATE
The SPEAKER OF THE HOUSE OF REPRESENTATIVES

This report addresses the major performance and management challenges that
have limited the effectiveness of the Department of Transportation (DOT) in carry-
ing out its missions. It also addresses corrective actions that DOT has taken or initi-
ated on some of these challenges and further actions that are needed. For many
years, we and others have documented challenges for the performance and manage-
ment of the Department that encompass major program areas—in acquisition man-
agement, Year 2000 compliance, and safety and security programs in the aviation
area; acquisition management by the Coast Guard; the oversight of large-dollar
highway and transit projects; and departmentwide financial management. In addi-
tion, we have documented unique challenges facing airline competition and Am-
trak’s financial viability.

Many of the challenges we identified are long-standing and will require sustained
attention by DOT and the Congress. While DOT has efforts under way to address
issues in some of its programs, these activities are in the early stages of implemen-
tation. It will take time to fully address the issues we and others have identified
and to assess whether the Department has resolved them. We have designated as
high risk two major challenges facing DOT—significant cost overruns, schedule
delays and performance shortfalls experienced by the multibillion-dollar air traffic
control modernization program and serious financial management weaknesses at
the Federal Aviation Administration.

This report is part of a special series entitled the Performance and Accountability
Series: Major Management Challenges and Program Risks. The series contains sep-
arate reports on 20 agencies—one on each of the cabinet departments and on most
major independent agencies as well as the U.S. Postal Service. The series also in-
cludes a governmentwide report that draws from the agency-specific reports to iden-
tify the performance and management challenges requiring attention across the fed-
eral government. As a companion volume to this series, GAO is issuing an update
to those government operations and programs that its work has identified as “high
risk” because of their greater vulnerabilities to waste, fraud, abuse, and mismanage-
ment. High-risk government operations are also identified and discussed in detail
in the appropriate performance and accountability series agency reports.

The performance and accountability series was done at the request of the Majority
Leader of the House of Representatives, Dick Armey; the Chairman of the House
Government Reform Committee, Dan Burton; the Chairman of the House Budget
Committee, John Kasich; the Chairman of the Senate Committee on Governmental
Affairs, Fred Thompson; the Chairman of the Senate Budget Committee, Pete
Domenici; and Senator Larry Craig. The series was subsequently cosponsored by the
Ranking Minority Member of the House Government Reform Committee, Henry A.
Waxman; the Ranking Minority Member, Subcommittee on Government Manage-
ment, Information and Technology, House Government Reform Committee, Dennis
dJ. Kucinich; Senator Joseph I. Lieberman; and Senator Carl Levin.

Copies of this report series are being sent to the President, the congressional lead-
ership, all other Members of the Congress, the Director of the Office of Management
and Budget, the Secretary of Transportation, and the heads of other major depart-
ments and agencies.

DAvVID M. WALKER,
Comptroller General of the United States.

OVERVIEW

With a budget of $48 billion in fiscal year 1999, the Department of Transportation
(DOT) faces critical challenges as it attempts to ensure the safe and efficient move-
ment of people and the cost-effective investment of resources in the nation’s trans-
portation infrastructure, including its highways and transit systems, airports, air-
ways, ports, and waterways. While DOT has had many successes in improving the
nation’s transportation systems, it has also experienced problems that have impeded
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its ability to achieve these objectives. We, DOT’s Inspector General, and the Depart-
ment itself have documented these problems and recommended solutions. Although
some actions have been taken to address these recommendations, major perform-
ance and management challenges remain.

THE CHALLENGES

Acquisition of major aviation and Coast Guard systems lacks adequate management
and planning

The Federal Aviation Administration’s (FAA) and the U.S. Coast Guard’s major
acquisition programs continue to face significant challenges that require manage-
ment attention. Over the past 17 years, FAA’s multibillion-dollar air traffic control
modernization program has experienced cost overruns, delays, and performance
shortfalls of large proportions. The Congress has appropriated over $25 billion for
the program through fiscal year 1998, and FAA estimates that the program will
need an additional %17 billion for fiscal years 1999 through 2004. Because of its size,
complexity, cost, and problem-plagued past, we have designated this program as a
high-risk information technology initiative since 1995. The Coast Guard is planning
potentially the largest acquisition project in its history, a 20-year, $9.8 billion
project to replace or modernize many of its ships and aircraft. However, we found
that the Coast Guard needs to more thoroughly address the project’s justification
and affordability. For example, the remaining useful life of the aircraft—and per-
haps the ships—may be much longer than the agency originally estimated. We rec-
ommended that DOT and the Coast Guard take several steps to improve their plan-
ning process, such as revising acquisition guidelines so future projects are based on
accurate and complete data.

Serious challenges remain in resolving FAA’S year 2000 risks

FAA faces considerable challenges in making its computer systems ready for the
year 2000. In August 1998, we testified that FAA was unlikely to complete all criti-
cal tests in time and that unresolved risks—including those associated with data ex-
changes, international coordination, reliance on the telecommunications infrastruc-
ture, and business continuity planning—threatened aviation operations. The impli-
cations of FAA’s not meeting the Year 2000 deadline are enormous and could affect
hundreds of thousands of people through customer’s inconvenience, increased airline
costs, grounded or delayed flights, or degraded levels of safety.

FAA and the nation’s airports face funding uncertainties

DOT and the Congress face a challenge in reaching agreement on the amount and
source of long-term financing for FAA and the nation’s airports. The National Civil
Aviation Review Commission recently recommended that the Congress fund FAA
through a combination of cost-based user charges, fuel taxes, and general fund reve-
nues. However, we and others have noted that FAA lacks sufficiently detailed and
reliable cost data to accurately determine the agency’s costs. In addition, continued
funding for airports will be critical to ensuring adequate capacity for the national
airport system. From 1997 through 2001, planned development at airports might re-
quire as much as $10 billion per year nationwide, which would need to be obtained
from a variety of public and private sources. Several proposals to increase airports’
funding have emerged in recent years, including increasing the amount of funding
from FAA, but many of them are controversial.

Aviation safety and security programs need strengthening

Over the years, we have identified numerous shortcomings in FAA’s safety and
security programs. Shortcomings in FAA’s safety programs include the need for the
agency to improve its oversight of the aviation industry, record complete information
on inspections and enforcement actions, provide consistent information and ade-
quate training for users of weather information, and resolve data protection issues
to enhance the proactive use of recorded flight data to prevent accidents. In addi-
tion, while progress has been made in strengthening airport security, it will take
years for FAA and the aviation industry to fully implement current initiatives.

Lack of aviation competition contributes to high fares and poor service for some com-
munities

Although airline deregulation is generally considered to be a success by DOT and
others, contributing to better service and lower fares for most travelers, not all com-
munities have benefited from it. In a number of small and medium-sized commu-
nities, a lack of aviation competition contributes to higher fares and poorer service.
Operating barriers—such as exclusive-use gate leases and “slot” controls that limit
the number of takeoffs and landings at certain congested airports—contribute to
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higher fares and service problems by deterring new entrant airlines while fortifying
established airlines’ dominance at key airports. Recently proposed alliances between
the nation’s six largest airlines have raised additional concerns about competition.

DOT needs to continue improving oversight of surface transportation projects

Many large-dollar highway and transit projects, each costing hundreds of millions
to billions of dollars, continue to incur cost increases, experience delays, and have
difficulties acquiring needed financing. DOT’s Federal Highway Administration pro-
vided over $21 billion in fiscal year 1998 to assist the states in building and repair-
ing highways and bridges. We have identified several options to help improve the
management of these projects, particularly those involving large amounts of dollars,
depending on the oversight role that the Congress chooses for the federal govern-
ment. DOT’s Federal Transit Administration (FTA)—with a budget of $4.8 billion
in fiscal year 1998—has improved its oversight of federal transit grants. However,
the agency needs complete, timely information to help ensure the correction of defi-
ciencies found during its oversight reviews.

Amtrak’s financial condition is tenuous

Despite efforts to control expenses and increase revenues, the National Railroad
Passenger Corporation’s (Amtrak) financial condition has substantially deteriorated
in recent years. Since it began operations in 1971, Amtrak has received nearly $22
billion in federal subsidies for operating and capital expenses, and it is likely to re-
main heavily dependent on federal assistance well into the future. Amtrak loses
about $2 for every dollar it earns in revenues from its train service, and only 1 of
Amtrak’s 40 routes covers its costs. Amtrak’s deteriorating financial condition has
raised the possibility of both bankruptcy and liquidation. The business decisions
that Amtrak makes regarding the structure of its route system will play a crucial
role in determining its long-term viability. While Amtrak has proposed cutting
routes to improve its overall financial performance, it has encountered opposition
because of the desire of local communities to see their service continued. Because
there is no clear public policy that defines the role of passenger rail in the national
transportation system and because Amtrak is likely to remain dependent on federal
assistance, the Congress needs to decide on the nation’s expectations for intercity
rail and the scope of Amtrak’s mission in providing that service.

DOT lacks accountability for its financial activities

DOT’s lack of accountability for its financial activities impairs its ability to effi-
ciently and effectively manage programs and exposes the Department to potential
waste, fraud, mismanagement, and abuse. Since 1993, when the Office of Inspector
General began auditing the financial statements of certain agencies within the De-
partment, it has been unable to determine whether the reported financial results
are correct and has thus been unable to express an opinion on the reliability of
these statements. The Inspector General also has been unable to express an opinion
on the reliability of the departmentwide statements since these statements were au-
dited beginning with fiscal year 1996. A key issue affecting the ability to express
an opinion on these financial statements has been DOT’s inability to reliably deter-
mine the quantities, the locations, and the values of property, plant, and equipment
and inventory, reported at $28.5 billion as of September 30, 1997. Serious financial
management weaknesses at FAA contribute to this situation. Consequently, we have
designated financial management at FAA as high-risk. In addition, DOT lacks a
cost-accounting system or an alternative means of reliably accumulating and report-
ing the full cost of specific projects and activities. Due to the effects of the property,
plant, and equipment, inventory, and cost-accounting deficiencies, it is unlikely that
DOT can accurately determine costs and meaningfully link costs to performance
measures.

Progress and next steps

Many of the challenges facing DOT are not new to either the Department or the
Congress. Individual agencies within DOT have efforts under way to address some
of them, but more remains to be done. For example, FAA has initiated activities to
address many of our concerns about its air traffic control modernization program,
such as developing a complete air traffic control systems architecture, but none are
completed. FAA is also taking steps to address its Year 2000 challenges, such as
working with the International Civil Aviation Organization on international issues,
although much remains to be done. We are continuing to review FAA’s progress in
these areas.

FAA will need to continue efforts to fully implement its cost-accounting system
so that it can use reliable and accurate data to improve its management and per-
formance and to establish user fees as mandated by the Congress. While FAA is
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taking some steps to address shortcomings with its aviation safety program, includ-
ing totally revamping its inspection program, eliminating the shortcomings will take
considerable time and effort. We are also reviewing FAA’s efforts in this area.

To improve FTA’s oversight of transit grants, the agency needs to complete imple-
mentation of a new information tracking system. This system will enable head-
quarters officials to better oversee grantee’s performance. In addition, DOT has a
plan for resolving the financial management deficiencies that were identified in its
financial statement audits. However, the Department faces significant challenges in
achieving its goal of receiving an unqualified audit opinion on its financial state-
ments because of the numerous shortcomings that need to be addressed. Although
strategic and annual performance plans, completed under the Government Perform-
ance and Results Act of 1993, discuss several of the challenges we identified, these
plans generally provide insufficient details to address them.

Adequately addressing many of the challenges we identified will require sustained
attention by DOT and the Congress. For example, while DOT has attempted to en-
hance airline competition by such efforts as granting a limited number of additional
slots at two airports, further actions, some of which are controversial, may be need-
ed by the Congress, DOT, and the private sector. Finally, additional actions may
be needed by the Congress to address long-term financing for FAA, the federal over-
sight role for large-dollar highway projects, and the future of Amtrak.

MAJOR PERFORMANCE AND MANAGEMENT ISSUES

With a budget of $48 billion in fiscal year 1999, DOT is responsible for ensuring
the safe and efficient movement of people and the cost-effective investment of re-
sources in the nation’s transportation infrastructure, including its highways and
transit systems, airports, airways, ports, and waterways. DOT employs about
100,000 civilian and military people across the country, and its programs are admin-
istered by 10 operating administrations and bureaus.! While DOT has had many
successes in improving the nation’s transportation systems, it has also faced chal-
lenges that have impeded its ability to achieve its objectives.

Over the years, we, DOT’s Inspector General, the Department itself, and others
have documented shortcomings with the performance and management of the De-
partment and unique challenges facing air and passenger rail travel. This report
summarizes our recent findings and recommended solutions concerning acquisition
management by FAA and the Coast Guard, Year 2000 compliance by FAA, long-
term funding for FAA and the nation’s airports, aviation safety and security, avia-
tion competition, oversight of surface transportation projects, Amtrak’s financial
condition, and financial management issues. This report also describes how DOT
has addressed some of its weaknesses through plans that it has developed in re-
sponse to the Government Performance and Results Act. In many cases, addressing
the challenges we identified will require a sustained effort by DOT, working with
other federal, state, and local stakeholders and the Congress.

The acquisition of major aviation and Coast Guard systems lacks adequate manage-
ment and planning

FAA and the U.S. Coast Guard are undertaking long-term, costly programs to
modernize and replace aging equipment. Our work has shown that these agencies
need to improve the management of these programs to ensure that federal funds
are effectively and efficiently used.

The /ipnadequate management of air traffic control modernization has led to many dif-
iculties

Faced with rapidly growing volumes of air traffic and aging equipment to control
air traffic, in 1981 FAA initiated an ambitious air traffic control modernization pro-
gram. The cost of this effort—which involves acquiring a vast network of radar and
automated data-processing, navigation, and communications equipment and air traf-
fic control facilities—is expected to total $42 billion through fiscal year 2004. The
Congress has appropriated over $25 billion of the $42 billion through fiscal year
1998, and FAA estimates that the program will need an additional $17 billion for
fiscal years 1999 through 2004. Over the past 17 years, the modernization program
has experienced cost overruns, delays, and performance shortfalls of large propor-
tions. Because of its size, complexity, cost, and problem-plagued past, we designated

1DOT’s administrations and bureaus are FAA, the Federal Highway Administration, the Fed-
eral Railroad Administration, FTA, the Maritime Administration, the National Highway Traffic
Safety Administration, the Research and Special Programs Administration, the St. Lawrence
Seaway Development Corporation, the U.S. Coast Guard, and the Bureau of Transportation Sta-
tistics.
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the air traffic control modernization program as a high-risk information technology
initiative in 1995. Many of the shortcomings we reported then remain unresolved,
and we continue to believe this program remains at high risk.

Our work has identified some of the root causes of the modernization program’s
problems and pinpointed solutions to address them:

—The many systems in the modernization program have been developed without
the benefit of a complete systems architecture, or overall blueprint, to guide the
program. The result has been unnecessarily higher spending to buy, integrate,
and maintain hardware and software. We recommended that FAA develop and
enforce a complete systems architecture and implement a management struc-
ture that is similar to the Chief Information Officer (CIO) provisions of the
Clinger-Cohen Act of 1996.

—FAA lacks the reliable cost-estimating processes and cost-accounting practices
needed to effectively manage information technology investments, leaving it at
risk to make ill-informed decisions on critical multimillion-, even bllhon- dollar
air traffic control systems. We recommended that FAA institutionalize defined
processes for estimating the projects’ costs and develop and implement a mana-
gerial cost-accounting capability.

—FAA’s processes for acquiring software, the most costly and complex component
of air traffic control systems, are ad hoc, sometimes chaotic, and not repeatable
across projects. As a result, FAA is at great risk of not delivering promised soft-
ware capabilities on time and within budget. Furthermore, FAA lacks an effec-
tive approach to improve software acquisition processes. We recommended that
FAA improve its software acquisition capabilities by institutionalizing mature
acquisition processes and reiterated our prior recommendation that a CIO orga-
nizational structure be established.

—FAA’s organizational culture has impaired the acquisition process. Employees
have acted in ways that did not reflect a strong enough commitment to mission
focus, accountability, coordination, and adaptability. We recommended that FAA
develop a comprehensive strategy for addressing this issue.

FAA is responding to many of these recommendations. Specifically, FAA has initi-
ated activities to develop a complete air traffic control systems architecture, to insti-
tutionalize defined cost-estimating processes, to acquire a cost-accounting system, to
improve its software acquisition capabilities, and to improve its organizational cul-
ture. Most recently, FAA has committed to hiring a CIO who would report directly
to FAA’s Administrator, a structure similar to the provisions of the Clinger-Cohen
Act of 1996. In addition, DOT’s 1999 performance plan, which was submitted to the
Congress in February 1998, describes FAA’s actions to improve certain aspects of
the air traffic control modernization program, such as poor processes for estimating
costs and poor accounting practices. However, the plan does not include goals for
mitigating the risks associated with the modernization or measures for determining
progress towards these goals.

Moreover, in an effort to restructure the modernization program, FAA—in con-
sultation with the aviation community—is developing a phased approach to mod-
ernization, including a new way of managing air traffic known as “free flight.” Free
flight would allow pilots more flexibility in choosing routes for their aircraft than
the present system of highly structured rules and procedures for air traffic oper-
ations. Free flight, which will be implemented in phases, is expected to provide ben-
efits to users and help improve aviation safety and efficiency. The agency, however,
faces many challenges in implementing free flight in a cost-effective manner. The
challenges for FAA include (1) providing effective leadership and management of
modernization efforts, (2) developing plans in collaboration with the aviation com-
munity that are sufficiently detailed to move forward with the implementation of
free flight, and (3) addressing outstanding issues related to the development and de-
ployment of technology.

While improvements have been initiated, FAA’s efforts to address our concerns
are not yet completed, and several major systems development projects continue to
face challenges that could affect their costs, schedules, and performance. For exam-
ple, in March 1998 we reported that the Standard Terminal Automation Replace-
ment System—which entails replacing old computers, controller workstations, and
related equipment at about 170 of FAA’s terminal air traffic control facilities—is fac-
ing difficulties staying within its cost baseline. Costs for the new air traffic control-
ler workstations are increasing because of such unexpected factors as the need for
additional resources to maintain the program’s schedule and design changes that air
traffic controllers called for after reviewing the equipment. These unexpected factors
led FAA to reprogram $29 million in fiscal year 1998 funds for the project. In addi-
tion, the project’s baseline schedule called for equipment to become operational at
the first sites in December 1998. Since that time, we have reported that FAA esti-
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mates that the project’s cost has the potential to increase from $294 million to $410
million over the approved baseline and that the project’s initial completion could be
delayed by almost 2% years.

Additionally, we recently reported that FAA is not effectively managing informa-
tion security for future air traffic control modernization systems. The agency does
not consistently include well-formulated security requirements in specifications for
all new modernization systems, as required by FAA policy. Furthermore, FAA does
not have a well-defined security architecture, a security concept of operations, or se-
curity standards—all of which are needed to define and help ensure adequate secu-
rity throughout our nation’s air traffic control network. We recommended that FAA
ensure that specifications for all new air traffic control systems include security re-
quirements based on detailed security assessments and that the agency establish
and implement a security architecture, a security concept of operations, and security
standards. The agency has not yet officially responded to our recommendations.

The Coast Guard needs to more thoroughly address acquisition-planning issues

The U.S. Coast Guard is planning what is potentially the largest acquisition
project in its history. This effort, the Deepwater Capability Replacement Project, in-
volves replacing or modernizing many of the Coast Guard’s 92 ships and 209 air-
planes and helicopters. However, in October 1998, we reported that the Coast Guard
needs to more thoroughly address the project’s justification and affordability. The
Coast Guard initially estimated that the project would cost $9.8 billion (in constant
dollars) over a 20-year period. The project is still in its early stages, but initial plan-
ning estimates call for spending $300 million starting in fiscal year 2001 and $500
million each year over the next 19 years.

Although the Coast Guard is correct in starting now to explore how best to mod-
ernize or replace its deepwater ships and aircraft, the Deepwater Project’s only for-
mal justification that was developed at the time of our review did not accurately
or fully depict the need for replacement or modernization. In fact, the remaining
useful life of the Coast Guard’s deepwater aircraft—and perhaps its ships—may be
much longer than the agency originally estimated. The Coast Guard withdrew the
justification on the basis of concerns expressed by the Office of Management and
Budget and is developing more accurate and updated information. We recommended
that DOT and the Coast Guard take several steps to improve their planning proc-
esses, such as expediting the development and the issuance of updated information
on the remaining service life of ships and aircraft and revising its acquisition guide-
lines so that future projects are based on more accurate and complete data. In addi-
tion, the agency could face major financial obstacles in proceeding with a project
that costs as much as initially proposed. At an estimated $500 million a year, ex-
penditures for the project would take virtually all of the Coast Guard’s anticipated
spending for capital projects. To align contractors’ proposals more realistically with
the agency’s budget and other capital needs, we recommended that the Coast Guard
evaluate whether contractors should base their proposals on a funding level that
may be lower than $500 million each year. While Coast Guard officials seemed re-
ceptive to our recommendations, DOT has not officially responded to our report.

Key contacts

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512—2834, andersonj.rced@gao.gov

Joel C. Willemssen, Director, Civil Agencies Information Systems Accounting and
Information Management Division, (202) 512-6408, willemssenj.aimd@gao.gov

Serious challenges remain in resolving FAA’s year 2000 risks

To perform its mission, FAA depends on an extensive array of information-proc-
essing and communications technologies. Without these specialized computer sys-
tems, the agency could not effectively control air traffic, target airlines for inspec-
tion, or provide up-to-date weather information to pilots and air traffic controllers.
For example, each of FAA’s 20 en route air traffic control facilities, which monitor
aircraft at the higher altitudes between airports, depends on about 50 interrelated
computer systems to safely guide and direct aircraft. The implications of FAA’s not
meeting the Year 2000 deadline are enormous and could affect hundreds of thou-
sands of people through customers’ inconvenience, increased airline costs, grounded
or delayed flights, or degraded levels of safety.

In early 1998, we reported that FAA was severely behind schedule in implement-
ing an effective Year 2000 program and warned that systems that support critical
operations—such as monitoring and controlling air traffic—could fail to perform as
needed unless proper date-related calculations could be ensured. We made a series
of recommendations aimed at assisting FAA in completing critical Year 2000 activi-
ties, including (1) completing an agencywide plan that provides the FAA Year 2000
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program manager with the authority to enforce policy and that outlines the agency’s
overall strategy and (2) completing inventories and assessments of all systems and
data interfaces. FAA agreed with these recommendations and has made progress in
implementing them. For example, a Year 2000 program manager now reports di-
rectly to FAA’s Administrator and oversees a program plan with specific goals and
milestones.

More recently, however, we testified that FAA still faces serious challenges in ad-
dressing its Year 2000 problem. Specifically, in August 1998, we testified that FAA
was unlikely to complete critical testing activities in time because its projections for
completing testing and implementation activities were based on very optimistic
schedules and because of the complexity of the agency’s testing process. We also re-
ported that unresolved crosscutting risks—including risks associated with data ex-
changes, international coordination, reliance on the telecommunications infrastruc-
ture, and business continuity planning—threatened aviation operations. FAA is tak-
ing steps to address these issues. For example, FAA is working with the Inter-
national Civil Aviation Organization on international issues. We are continuing to
review FAA’s progress in addressing these risks.

Key contact

Joel C. Willemssen, Director. Civil Agencies Information Systems Accounting and
Information Management Division, (202) 512—-6408, willemssenj.aimd@gao.gov

FAA and the nation’s airports face funding uncertainties

DOT and the Congress face a challenge in reaching agreement on the amount and
source of long-term financing for FAA and the nation’s airports. At present, FAA’s
funding is made available by the Congress from general fund and Airport and Air-
way Trust Fund appropriations, which was established to finance FAA’s invest-
ments in the airport and airway system, including construction and safety improve-
ments at airports and technological upgrades to the air traffic control system. The
Trust Fund receives revenues from taxes on domestic and international travel, do-
mestic cargo transported by air, and noncommercial aviation fuel. With the uncom-
mitted balance in the Trust Fund estimated to increase to over $40 billion by 2008,
some have advocated taking the fund off budget to allow FAA to spend all of the
revenues collected from aviation taxes. Despite several assessments over the past
2 ygars, a consensus does not exist regarding how to meet FAA’s future funding
needs.?

The latest proposal for funding FAA comes from the National Civil Aviation Re-
view Commission, which recommends that the Congress fund FAA through a com-
bination of cost-based user charges, fuel taxes, and general fund revenues. In the
past, we and others have noted that FAA has lacked sufficiently detailed or reliable
cost data. These concerns are still relevant. The Commission’s report acknowledges
that reliable, comprehensive cost-accounting data are needed to accurately deter-
mine the agency’s costs. FAA has begun implementing a cost-accounting system,
which will be a cornerstone for FAA’s improving its efficiency. Program officials had
planned to begin collecting cost data for air traffic services by October 1998, but
complications associated with the method used to allocate costs have delayed this
milestone. FAA will need to continue with efforts to fully implement its cost-ac-
counting system so that it can use reliable and accurate data to improve its manage-
ment and performance and to establish user fees, as mandated by the Congress.

Continued funding for airports will also be critical to ensuring adequate capacity
for the national airport system and avoiding congestion and delays. In April 1997,
we reported that planned development at airports might cost as much as $10 billion
per year over the next 5 years. Airports rely on a variety of public and private fund-
ing sources to finance their capital development. In 1996, $1.4 billion in federal
funding was made available for capital development from the Airport and Airway
Trust Fund. Other major sources of funding include airport and special facility
bonds and passenger facility charges paid on each airline ticket. The amount and
type of funding vary with each airport’s size. While the need for funding at larger
airports may be considerable, these airports also have access to many funding
sources, particularly tax-exempt bonds. The more difficult challenge may rest with
meeting the funding needs of smaller airports. Smaller airports confront a potential
funding shortfall that, in percentage terms, is far greater than for larger airports.
Moreover, these airports have the fewest funding options, relying on federal grants

2See “Federal Aviation Administration: Independent Financial Assessment,” Coopers &
Lybrand (Feb. 28, 1997); “Avoiding Aviation Gridlock & Reducing the Accident Rate,” National
Civil Aviation Review Commission (Dec. 1997); and “Air Traffic Control: Issues in Allocating
Costs for Air Traffic Services to DOD and Other Users” (GAO/RCED-97-106, Apr. 25, 1997).
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for half of their funding. Maintaining the financial viability of these smaller airports
will require adequate funding from existing federal and state grant programs as
well as more innovative applications of existing funding.

Several proposals to increase airport funding have emerged in recent years. These
include increasing the amount of funding for FAA’s Airport Improvement Program,
raising or eliminating the ceiling on passenger facility charges, and leveraging exist-
ing funding sources. Many of these proposals are controversial and vary in the de-
gree to which they help specific types of airports. For example, increasing the
amount of funding for the Airport Improvement Program would help smaller air-
ports more, while raising passenger facility charges would help larger airports more.
In addition, airports and airlines have disagreed on the need to increase the ceiling
on passenger facility charges above its current $3.00 level. Airport officials contend
that many needed projects are going unfunded, while airline representatives dispute
this, saying that airlines are willing to fund important projects through airline as-
sessments. To address the funding issue, FAA has been testing several innovative
funding approaches through a small pilot program. However, we believe that this
pilot program is likely to yield only marginal benefits because of the limited partici-
pation by airports.

Key contact

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512—2834, andersonj.rced@gao.gov

Aviation safety and security programs need strengthening

The aviation accident rate per mile traveled has remained low but flat over the
last 2 decades. Unless the accident rate is reduced, however, as air travel continues
to grow, the actual number of accidents will increase. We have identified numerous
weaknesses in FAA’s inspection, oversight, and enforcement activities. During the
last year, we have also noted shortcomings in other safety programs, such as (1) the
lack of consistent information or adequate training for users of weather information
and (2) unresolved data protection issues, which impede the proactive use of flight
data to prevent accidents. While FAA is taking some steps to address the short-
comings in its safety programs, eliminating those shortcomings will take consider-
able time and effort. In addition, while progress is being made in strengthening air-
port security, it will take several years to address all problem areas, and FAA’s
weak computer security practices present significant vulnerabilities to the air traffic
control system.

Weaknesses in aviation safety programs need to be addressed

We have found substantial weaknesses in FAA’s safety inspection, oversight, and
enforcement activities. FAA’s aviation safety programs provide for the initial certifi-
cation, periodic surveillance, and inspection of airlines, airports, repair stations, and
other aviation entities, as well as of pilots and mechanics. These inspections are in-
tended not only to detect actual violations but also to serve as part of an early warn-
ing system for identifying potential systemwide weaknesses.

Over the years, we have examined FAA’s inspection program and recommended
improvements. In our most recent report, we pointed out that work performed by
aviation repair stations—the 2,800 facilities that repair and maintain nearly half of
all U.S. passenger and cargo aircraft—was cited as a factor in several accidents.
About 600 of FAA’s 3,000 inspectors are responsible for inspecting repair stations
to ensure that work conducted by these facilities is competently done. FAA is meet-
ing its goal of inspecting every repair station at least once a year by relying pri-
marily on reviews by individual inspectors. However, when FAA uses teams rather
than individual inspectors to review facilities, the review is more effective, uncover-
ing more systemic and long-standing problems. Furthermore, we could not find suffi-
cient documentation to determine how well FAA followed up to ensure that the defi-
ciencies found during the inspections were corrected.

To improve its oversight of repair stations, we recommended that FAA expand the
use of locally based teams to inspect them, particularly those that are large, are
complex, have higher rates of noncompliance, or meet predetermined risk indicators.
In addition, we recommended that FAA specify what documentation should be kept
on inspection results, monitor efforts to improve the quality of data for its new man-
agement information system, and expedite efforts to upgrade regulations concerning
the oversight of repair stations. FAA agreed with these recommendations but has
not indicated how or when they would be implemented.

When FAA’s inspectors identify violations, agencywide guidance requires that
they be investigated and appropriately addressed, and program office guidance re-
quires that they be reported. We found that FAA’s information on compliance in the
aviation industry is incomplete and of limited use in providing early warning of po-
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tential risks and in targeting inspection resources to the greatest risks. Many in-
spectors do not report all problems or violations they observe, and many inspections
are not thorough or structured enough to detect many violations. In addition, FAA
cannot readily set risk-based priorities for resolving enforcement cases, in part, be-
cause its enforcement database does not distinguish major from minor cases. Fi-
nally, the impact of FAA’s enforcement actions on compliance is difficult to assess
because the agency has not followed up on the aviation industry’s implementation
of corrective actions.

We recommended several actions to improve the usefulness of FAA’s inspection
and enforcement databases and the coordination of inspection and enforcement ef-
forts, including (1) revising FAA’s order on compliance and enforcement to specify
that inspection staff are required to report all observed problems and violations and
(2) providing guidance to inspectors on how to distinguish major from minor viola-
tions and to legal staff on how to identify major legal cases. In response to our rec-
ommendations and others’ criticisms, FAA has developed and begun to implement
a fundamentally reengineered system—the Air Transportation Oversight System—
to oversee airline safety. We are monitoring the program’s implementation and will
report on its progress in the spring of 1999.

Poor weather conditions have been cited as a cause or a contributing factor in
nearly a quarter of the aviation accidents during the last 10 years. Because of the
significant impact of hazardous weather on aviation safety and efficiency, improving
the weather information available to all users of the aviation system should be one
of FAA’s top priorities. However, a panel of experts that we convened concluded that
FAA has done a poor job in addressing the most significant concerns raised by pre-
vious reports by the National Research Council and an FAA advisory committee. For
example, the panel concluded that FAA has not exercised leadership for aviation
weather services, partly because it has lacked a clear policy defining its role in avia-
tion weather activities and partly because of organizational inefficiencies. The panel
also concluded that providing consistent weather information and training for users
has remained a low priority for FAA. The implementation plan FAA proposes to
issue later this year provides the agency with an opportunity to respond to these
continuing concerns with stronger evidence of its commitment to weather issues.

The analysis of aircraft data recorded during flight has played a crucial role in
determining the causes of crashes. Recently, however, some airlines have begun to
proactively analyze flight data from uneventful airline flights to identify potential
problems and correct them before they lead to accidents. The early experiences of
airlines that have established such programs—called Flight Operational Quality As-
surance programs—attest to the ability of such programs to enhance aviation safety.
In December 1997, we reported that 4 U.S. airlines and 33 foreign airlines had im-
plemented such programs. The primary factor impeding further implementation is
unresolved data protection issues. Airline managers and pilots have raised concerns
about the use of such data by FAA for enforcement or disciplinary purposes and
about disclosure to the media and public. The Federal Aviation Administration Re-
authorization Act of 1996 directed the Administrator to issue regulations protecting
data collected under the programs from public disclosure. As of November 1998,
FAA had not issued a rulemaking to implement policies on either enforcement or
disclosure.

DOT’s 1999 performance plan includes a goal to improve aviation safety by reduc-
ing by 80 percent the number of fatal aviation accidents per 100,000 departures by
2007. However, the plan needs baseline data from which to measure the reduction.

Challenges remain in addressing aviation security issues

Over the last several years, the changing threat of terrorist activities has height-
ened the need to improve domestic aviation security. We and others have high-
lighted improvements needed to address this threat. As a result, FAA is implement-
ing recommendations made in February 1997 by the White House Commission on
Aviation Safety and Security (the Gore Commission) and mandates contained in the
Federal Aviation Administration Reauthorization Act of 1996 to improve security at
airports. Expeditious implementation of the security initiatives by FAA and the
aviation industry is crucial to improving the security of domestic aviation.

FAA has made some progress in five critical areas as recommended by the Gore
Commission and mandated by the Congress, but, given the current implementation
schedule, it will take years for FAA and the aviation industry to fully implement
all the initiatives. These five areas, which we reported on in May 1998, are pas-
senger profiling, explosives detection technologies, passenger-bag matching, vulner-
ability assessments, and the certification of screening companies and the perform-
ance of security screeners. We reported that FAA had encountered delays of up to
12 months in implementing these initiatives, in part, because they are more com-
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plex than originally envisioned and involve new and relatively untested tech-
nologies. Delays have also been caused by limited funding and problems with equip-
ment installation and contractors’ performance.

While progress has been made in strengthening aviation security, completing the
current initiatives will require additional financial resources and a sustained com-
mitment by the federal government and the aviation industry. For example, current
funding is sufficient to provide only a limited percentage of the flying public at se-
lected airports with protection against concealed explosives in checked baggage. Sev-
eral years ago, FAA estimated that the cost of acquiring and installing the certified
systems at the nation’s 75 busiest airports could range from $400 million to $2.2
billion, depending on the number and the cost of the machines installed.

Additional improvements in airport security will need sustained, long-term efforts
by FAA and the aviation industry. To maintain momentum, it is important for the
Congress to provide continual oversight and to address funding issues. Starting with
fiscal year 1998, FAA began including goals and specific performance measures for
its security program in its annual budget submissions. FAA also incorporated goals
and performance measures for airport security into its 1998 strategic plan. By using
these established goals and performance measures, the Congress can better oversee
FAA’s progress in improving airport security.

Securing our nation’s airports alone does not ensure safe air travel. It is also criti-
cal to secure FAA’s air traffic control computer systems that provide information to
air traffic controllers and aircraft flight crews to help ensure the safe and expedi-
tious movement of aircraft. A failure to adequately protect these systems, as well
as the facilities that house them, could cause a nationwide disruption of air traffic
or even the loss of life due to collisions. We found that FAA is ineffective in all the
critical areas included in our computer security review of its air traffic control com-
puter systems.

In the area of physical security, known weaknesses exist at many air traffic con-
trol facilities. For example, a March 1997 inspection of one facility that controls air-
craft disclosed numerous physical security weaknesses, including unauthorized per-
sonnel being granted unescorted access to restricted areas. FAA did not know of
weaknesses that may have existed at other locations because it had not assessed
the physical security controls at 187 facilities since 1993. Similarly, FAA does not
know how vulnerable its operational air traffic control systems are and cannot ade-
quately protect them until it performs the appropriate risk assessments of these sys-
tems and certifies and accredits them. In addition, the agency does not consistently
include well-formulated security requirements in its specifications for new mod-
ernization systems. Finally, FAA’s management structure and implementation of
policy for air traffic control computer security are not effective. Security responsibil-
ities are distributed among three organizations, all of which have been remiss in
their security duties.

In December 1998, we reported that FAA officials indicated that they had in-
spected all 368 facilities and had accredited over half of these facilities. However,
the agency still needs to take action on our remaining recommendations that in-
cluded (1) ensuring that all systems are assessed, certified, and accredited at least
every 3 years and (2) establishing an effective management structure for developing,
implementing, and enforcing air traffic computer security policy.

Key contacts

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512—2834, andersonj.rced@gao.gov

Joel C. Willemssen, Director, Civil Agencies Information Systems Accounting and
Information Management Division, (202) 512-6408, willemssenj.aimd@gao.gov

Lack of aviation competition contributes to high fares and poor service for some com-
munities

Deregulation of the airline industry in 1978 is generally considered to be a success
by DOT and others, contributing to lower fares and better service for most air trav-
elers largely because of increased competition spurred by the entry of new airlines
into the industry and established airlines into new markets. However, a number of
small and medium-sized communities have not experienced such entry and thus
have experienced higher fares and/or less convenient service since deregulation.

Problems with access to certain airports and the cumulative effect of marketing
strategies employed by established airlines have contributed to higher fares and
poor service. To minimize congestion and reduce flight delays, FAA has set limits
since 1969 on the number of takeoffs or landings—referred to as slots—that can
occur during certain periods of the day at four congested airports—Chicago’s
O’Hare, Ronald Reagan Washington National, and New York’s Kennedy and
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LaGuardia. A few airlines control most of the slots at these airports, which limits
new entrants. Furthermore, the vast majority of gates at six airports in the East
and Upper Midwest are exclusively leased—usually to just one airline—making it
very difficult for other airlines to gain competitive access to these airports. In addi-
tion, by prohibiting flights to and from LaGuardia and National airports that exceed
certain distances, perimeter rules limit the ability of airlines based in the West to
compete at these airports. These operating barriers, combined with certain market-
ing strategies by established carriers, have deterred new entrant airlines while for-
tifying established carriers’ dominance at key hubs.

In addition, recently proposed alliances between the nation’s six largest airlines
have also raised concerns about competition. Three pairs of alliances have been pro-
posed—between Northwest Airlines and Continental Airlines, Delta Air Lines and
United Airlines, and American Airlines and US Airways. In June 1998, we testified
that, while the alliances might offer some benefits to consumers, if all three occur,
the number of independent airlines providing service on a significant number of do-
mestic airline routes could decline, potentially reducing the choices for millions of
passengers each year. We are further reviewing the proposed alliances and plan to
report on them early in 1999.

Increasing competition and improving air service at airports serving communities
that have not benefited from deregulation will likely entail a range of solutions—
some of which are controversial—by DOT, the Congress, and the private sector. To
enhance competition, DOT has begun to grant a limited number of slots to new en-
trants at O’'Hare and LaGuardia airports. In addition, DOT has expressed concerns
about potentially overaggressive attempts by some established carriers to thwart
new entry. According to DOT, in recent years, there has been an increasing number
of alleged anticompetitive practices—such as predatory conduct—aimed at new com-
petition, particularly at major hubs. In April 1998, DOT issued a draft policy that
identifies anticompetitive behavior and factors that DOT will consider if it decides
to pursue formal enforcement actions to correct such behavior. The proposed guide-
lines have been very controversial, and DOT has received hundreds of comments
about them. The Omnibus Consolidated and Emergency Supplemental Appropria-
tions Act for fiscal year 1999 requires DOT to send the final guidelines to the Con-
gress and stipulates that they shall not become effective until at least 12 weeks
after receipt.

In addition, legislation was introduced, but not passed, in the Congress in 1997
that addressed several barriers to competition: slot controls, perimeter rules, and
predatory behavior by air carriers. These issues are expected to be raised again by
the next Congress. Other issues—such as improving the availability of gates and de-
termining whether or not to relax restrictions on the foreign ownership and control
of U.S. airlines—may also need to be considered. DOT expects to complete a study
in the spring of 1999 that will address airports’ practices, including the availability
of gates, and their effects on competition.

Key contact

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512—2834, andersonj.rced@gao.gov

DOT NEEDS TO CONTINUE IMPROVING OVERSIGHT OF SURFACE TRANSPORTATION
PROJECTS

Many large-dollar highway and transit projects, each costing hundreds of millions
to billions of dollars, continue to incur cost increases, experience delays, and have
difficulties acquiring needed financing. We have found, particularly for large-dollar
projects, that costs have increased and financing has become more difficult at the
same time that federal, state, and local governments must deal with the need for
balanced budgets and many competing priorities. This situation is even more critical
in light of the recently passed 6-year, $218 billion Transportation Equity Act for the
21st Century, which will fund thousands of new major highway and mass transit
projects.

Improvements possible in oversight of highway projects

DOT’s Federal Highway Administration (FHWA) provided over $21 billion in fis-
cal year 1998 to assist the states in repairing and replacing their aging infrastruc-
ture and enhancing the performance of their highways and bridges. In many cases,
meeting these needs takes the form of projects costing hundreds of millions to bil-
lions of dollars. These projects traditionally take longer to build and have a greater
potential to experience substantial cost increases and delays. For example, the Cen-
tral Artery/Tunnel project in Boston is the most expensive and complex federally as-
sisted highway project ever undertaken. Scheduled to be completed in 2004, the
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project will build or reconstruct about 7.5 miles of urban highways, about half of
which will be underground. The state of Massachusetts has been taking steps to
contain costs, but, unless additional savings can be found, increased construction
costs are likely to push the project’s total net cost higher than the current $10.8
billion estimate.

In February 1997, we reported several options that could improve the manage-
ment of large-dollar highway projects, depending on the oversight role that the Con-
gress chooses for the federal government.

—One option—once DOT or the Congress establishes an appropriate dollar
threshold and definition for large-dollar highway projects—would be for states
to prepare total cost estimates for such projects. We have found that one reason
costs increase on large-dollar projects over time is that the initial cost estimates
are preliminary and not designed to be reliable predictors of a project’s total
costs.

—Another option would be for states to track progress on these projects against
their initial estimates of baseline costs. While cost growth has occurred on many
large-dollar projects, the amount of and reasons for these increases cannot be
determined because data are not readily available from FHWA or state highway
departments. Preparing estimates of baseline costs and schedules could improve
the management of large-dollar projects by providing managers with real-time
information for identifying problems early and for making decisions about
changes to the projects that could affect costs. Tracking progress could also cre-
ate a database that would allow for the identification of problems commonly ex-
perienced by projects and would provide a better basis for estimating costs in
the future.

—Another option would be to establish performance goals and strategies for con-
trolling costs as a large-dollar project moves through its design and construction
phases.

—PFinally, another option would be to establish a process for the federal approval
of large-dollar projects. FHWA does not approve projects at their outset; its ap-
proval consists of a series of incremental approvals that occur over the years
required to plan, design, and build them. Requiring federal approval at the out-
set—including the approval of cost estimates and finance plans—could provide
greater certainty in state planning and could help ensure successful financing
by providing additional assurances to potential funding sources.

The Congress has recently taken steps to improve the management of large-dollar
highway projects. The Transportation Equity Act for the 21st Century requires the
states to submit finance plans for highway projects that are expected to cost $1 bil-
lion or more. However, it will be up to FHWA to develop regulations that indicate
the specific standards and information requirements for these plans.

OVERSIGHT OF TRANSIT PROJECTS IMPROVING, BUT BETTER FOLLOW-UP ON
NONCOMPLIANCE NEEDED

The Federal Transit Administration (FTA)—with a budget of $4.8 billion for fiscal
year 1998—has improved its oversight of federal transit grants. However, the agen-
cy needs to continue to do more to help ensure the timely correction of deficiencies
found during its oversight reviews. In 1992, we designated FTA’s management and
oversight of its grants as a high-risk area that was especially vulnerable to fraud,
waste, abuse, and mismanagement. In 1995, as a result of various initiatives that
FTA was undertaking to improve its grants management oversight, we removed the
agency from our high-risk list with the understanding that we would continue to
monitor the progress of its oversight initiatives. In April 1998, we reported that FTA
had strengthened its oversight of federal transit grants. FTA is continuing to en-
hance the quality and the consistency of its oversight by improving guidance and
training for staff and grantees, standardizing oversight procedures, and effectively
using contractor staff. In particular, the agency’s risk assessment process helps tar-
get limited oversight resources and provides a strong foundation for improved over-
sight. FTA is emphasizing not only the local financial commitment of grantees seek-
ing federal funding for new projects but is also hiring financial management con-
tractors to review and oversee the financial viability of projects with existing grant
agreements.

However, FTA needs to continue to do more to help ensure the timely correction
of deficiencies found during its oversight reviews of transit grants. We found that,
frequently, some grantees still did not meet FTA’s time frames for corrective action
and that FTA had allowed compliance deadlines to be revised, which enabled grant-
ees to delay corrective action. Also, FTA’s oversight information system lacks com-
plete, timely data; hence, the information cannot be used effectively by FTA’s head-
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quarters officials to manage and monitor grantees’ compliance with the agency’s re-
quirements. The system is intended to track the resolution of oversight findings and
has the potential to be a useful tool in monitoring compliance, identifying problems,
and assessing the overall effectiveness of the oversight program in meeting perform-
ance standards. Currently, however, the information in the system is not updated
as required by regional staff, nor is it used by headquarters officials to help manage
or monitor the oversight activities of regional staff—leaving FTA susceptible to and
unable to quickly respond to situations in its regional offices that might compromise
good oversight. According to FTA, a new tracking system has been developed to ad-
dress these concerns, but it has not been fully implemented yet.

Key contact

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512-2834, andersonj.rced@gao.gov

AMTRAK’S FINANCIAL CONDITION IS TENUOUS

Since it began operations in 1971, Amtrak has never been profitable and, in re-
cent years, has had to borrow money to meet its operating expenses. Since its incep-
tion, Amtrak has received nearly $22 billion in federal subsidies for operating and
capital expenses. Despite efforts to control expenses and increase revenues, Am-
trak’s financial condition has substantially deteriorated in recent years, and it is
likely to remain heavily dependent on federal assistance well into the future. In fis-
cal year 1998, Amtrak’s annual net loss was $854 million, $92 million more than
its 1997 net loss of $762 million.

Amtrak has stated that it will eliminate the need for federal operating support
by 2002. If Amtrak requires federal operating subsidies after December 2002, the
Amtrak Reform and Accountability Act of 1997 provides for the Congress to consider
either restructuring or liquidating Amtrak. Predicting how Amtrak might be re-
structured is difficult. In a liquidation, not only might Amtrak’s creditors (or their
insurers) face losses, but the 100 million passengers each year in the Northeast Cor-
ridor, as well as millions of others in the rest of the country, could face disrupted
rail service. At the time of liquidation, the losses suffered by creditors will depend
on such circumstances as Amtrak’s debt and financial obligations and the market
value of its assets, as well as the proceeds from their sale. As of September 1997,
Amtrak’s data showed that combined secured and unsecured debt liability could be
about $2.2 billion. We believe, and DOT agrees, that the federal government would
not be legally liable for secured and unsecured creditors’ claims in the event of Am-
trak’s liquidation. Nevertheless, we recognize that creditors could attempt to recover
losses from the United States.

The financial performance of Amtrak’s intercity routes is indicative of Amtrak’s
financial problems. In 1997, expenses for Amtrak’s core intercity passenger services
were almost twice as great as revenues.? Moreover, Amtrak’s expenses were at least
twice as much as its revenues for 28 of its 40 routes in that year. Amtrak’s expenses
on 11 of these routes were 2% times or more than its revenues for each route. Fi-
nally, 14 routes lost more than $100 per passenger carried. Only one route—the
Metroliner’s high-speed service between Washington, D.C., and New York City—was
profitable.

Recently, Amtrak has focused on improving its financial performance by identify-
ing growth opportunities rather than by reducing service. In explaining the ration-
ale for not cutting Amtrak’s route system further at this time, officials at Amtrak
and the Federal Railroad Administration (FRA) pointed to Amtrak’s mission of
maintaining a national route system, noting that such a system will consist of
routes with a range of profitability, including routes with lower performance that
may provide connecting service with other routes or that may provide public bene-
fits, such as serving small cities and rural areas. In the spring of 1998, Amtrak
started a year-long market analysis of the role and growth potential of the national
route system. The analysis is to assess service, demand, and revenues on Amtrak’s
current route system and alternative systems. The analysis will be used to identify
service amenities, price changes, and changes to the existing route system that may
improve ridership and revenues.

Because it loses money on 39 of its 40 routes, the business decisions that Amtrak
makes regarding the structure of its route system will play a crucial role in deter-
mining its long-term viability. However, Amtrak has encountered opposition when

3Qverall, Amtrak’s expenses were $1.86 for every dollar in operating revenue that it earned.
Core intercity passenger services include mail and express merchandise services but exclude
revenues and expenses from Amtrak’s commuter operations, other reimbursable activities, and
commercial development. Expense amounts include depreciation, which is a noncash expense.
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it has proposed to cut routes to improve its overall financial performance because
of the desire of local communities to see passenger service continued. FRA officials
acknowledge that no clear public policy currently defines the role of passenger rail
in the national transportation system. As a result, the Congress needs to decide on
the nation’s expectations for intercity rail and the scope of Amtrak’s mission in pro-
viding that service. These decisions require defining expectations for a route net-
work, determining the extent to which the government would contribute funds, and
deciding on the way any remaining deficits, if any, would be covered. We believe
that Amtrak, as currently constituted, will need substantial federal operating and
capital support well into the future. Whether Amtrak will be able to improve its po-
sition substantially in the near term is doubtful. If not, the Congress will be asked
to provide substantial sums of money each year to support Amtrak. If the Congress
is not willing to provide such levels of funds, then Amtrak’s future could be radically
different, or Amtrak may not exist at all.

Key contact

John H. Anderson, Jr., Director, Transportation Issues Resources, Community,
and Economic Development Division, (202) 512-2834, andersonj.rced@gao.gov

DOT LACKS ACCOUNTABILITY FOR ITS FINANCIAL ACTIVITIES

DOT’s lack of accountability for its financial activities impairs its ability to effi-
ciently and effectively manage programs and exposes the Department to potential
waste, fraud, mismanagement, and abuse. Since 1993, when the Office of Inspector
General began auditing the financial statements of certain agencies within the De-
partment, it has been unable to determine whether the reported financial results
are correct and thus has been unable to express an opinion on the reliability of
those statements. The Inspector General has also been unable to express an opinion
on the reliability of the departmentwide statements since those statements were au-
dited beginning with fiscal year 1996. In addition, DOT lacks a cost-accounting sys-
tem or an alternative means of accumulating the full cost of specific projects and
activities. DOT has efforts under way to correct its financial management defi-
ciencies, but its goal of correcting all deficiencies for its fiscal year 1999 financial
statement may be difficult to attain because of the numerous problems that need
to be addressed.

The accuracy of financial data is uncertain

On March 31, 1998, the Office of Inspector General was unable to express an
opinion on the reliability of the departmentwide financial statements for fiscal year
1997 because it could not verify the reliability of the amounts for property, plant,
and equipment reported at $26.5 billion, inventory reported at $2.0 billion,

ostemployment benefits (primarily the Coast Guard’s pension liability) reported at
514.0 billion, and excise tax revenue reported at $28.4 billion. Because of actions
by DOT and others, the latter two audit issues have a reasonable chance of having
been corrected for fiscal year 1998. However, serious financial management weak-
nesses at FAA contribute to the remaining issues.

In its report, the Office of Inspector General also cited problems with the Depart-
ment’s accounting systems, which prevented the agency from complying with the
Federal Financial Management Improvement Act of 1996.4 The Inspector General
concluded that for the agency to comply with the act, it needs to (1) modify its ac-
counting systems to be the primary source of financial information to prepare the
consolidated financial statements and (2) complete assessments of Year 2000 com-
puter problems.

For the property, plant, and equipment account and inventory amounts reported,
the Inspector General concluded that FAA and the Coast Guard could not reliably
determine the quantities and the locations of these assets or provide sufficient infor-
mation to verify their values. Specific deficiencies included (1) the lack of com-
prehensive physical inventories, (2) inaccurate general ledger balances, (3) inad-
equate subsidiary records, (4) the lack of supporting documentation, (5) unreconciled
discrepancies between balances maintained in their accounting systems and the de-
tailed subsidiary records, and (6) the lack of a cost-accounting system.

We have reported that problems in accounting for property, plant, and equipment
affect DOT’s ability to properly manage these assets and may result in operating
inefficiencies. For example, in FAA, mission-critical equipment, such as radar and
other air traffic control equipment, may be difficult to locate when needed, which

4This act requires agencies to implement and maintain financial management systems that
comply substantially with Federal Financial Management System Requirements, applicable fed-
eral accounting standards, and the U.S. Standard General Ledger at the transaction level.
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could exacerbate an emergency situation. Also, theft could go undetected, and funds
could be spent unnecessarily to acquire equipment that is already on hand.

We have also reported that DOT’s lack of inventory accountability can result in
program officials’ inability to make prudent business decisions and to adequately
safeguard assets. It may also impair operational effectiveness. For example, because
of inaccurate inventory information, funding requests may not be based on actual
needs, unnecessary purchases may be made, and inventory may be overstocked or
hoarded because of concerns about availability. The resulting excesses as well as
spare parts for equipment no longer in service would require storage, inventory con-
trol, and other activities that consume operating resources. Inaccurate inventories
can also result in the shortage of or the inability to locate essential parts necessary
to repair mission-critical systems. Furthermore, these underlying data deficiencies
preclude DOT from accurately determining the cost of its operations and may per-
mit undetected waste, fraud, and abuse related to these assets.

SYSTEMS TO DETERMINE FULL COST HAVE NOT BEEN IMPLEMENTED

DOT lacks a cost-accounting system or an alternative means to accumulate costs.
This means that DOT’s financial reports (1) may not be capturing the full cost of
specific projects and activities and (2) may lack a reliable “Statement of Net Cost,”
which includes functional cost allocations. The lack of cost-accounting information
limits FAA’s and others’ ability to make effective decisions about resource needs and
to adequately control major projects, such as the $42 billion air traffic control mod-
ernization program. For example, we have reported that without good cost informa-
tion, FAA cannot reliably measure the actual cost of the modernization program
against established baselines and cannot improve future cost estimates. Finally, the
lack of reliable cost information limits DOT’s ability to meaningfully evaluate per-
formance in terms of efficiency and cost-effectiveness, as called for by the Govern-
ment Performance and Results Act of 1993.

DOT, especially FAA, has made substantial progress in developing its cost-ac-
counting system, but more still needs to be done. For example, an August 1998 re-
port by DOT’s Inspector General identified four systems design issues potentially in-
volving billions of dollars that FAA needs to address before its cost-accounting sys-
tem can accurately account for the full cost of operations. These issues include es-
tablishing a method to identify and reflect (1) the cost of accounting adjustments,
(2) the cost for all development projects, (3) the cost incurred by other agencies for
air traffic services, and (4) the correct labor cost charged to appropriate projects.

CORRECTIVE ACTIONS ARE UNDER WAY, BUT PROGRESS IN SOME AREAS IS SLOW

On May 26, 1998, the President requested DOT, among other agencies, to submit
to the Office of Management and Budget by July 31, 1998, a plan for resolving the
financial reporting deficiencies that were identified in its financial statement audits.
DOT submitted the required plan, though not until September 30, 1998. This plan
(1) identified actions by DOT, especially FAA and the Coast Guard, to correct weak-
nesses reported in the Inspector General’s audits and (2) established the goal of an
unqualified audit opinion on DOT’s fiscal year 1999 financial statements. For exam-
ple, the plan called for completing physical counts of and developing appropriate
support for the valuation of property, plant, equipment, and inventory at FAA and
the Coast Guard. It also called for developing adequately documented processes and
reconciling detailed records to summary accounts.

DOT is taking actions outlined in its plan to correct financial management defi-
ciencies, but it faces significant challenges owing to the numerous problems that
need to be addressed. For example, FAA and the Coast Guard have developed plans
to improve cost information, reconcile data, help ensure that the integrity of infor-
mation systems is maintained, and prepare reliable financial statements by Septem-
ber 30, 1999. However, progress has been slow in some areas, and much remains
to be done. For example, FAA’s original plan called for full implementation of its
cost-accounting system by October 1, 1998; FAA subsequently revised this date to
March 31, 1999, which has been described by the Inspector General as “very ambi-
tious.” If DOT continues to fall behind in meeting its planned completion dates, it
is questionable whether it will achieve its goal of receiving an unqualified audit
opinion for fiscal year 1999.

The financial management weaknesses discussed above are particularly trouble-
some at FAA because of their long-standing nature and the agency’s slow progress
in resolving them. Timely resolution is especially key, given that FAA is in the
midst of a $42 billion program to modernize its air traffic control systems. Until
FAA’s serious financial management problems are resolved, we will continue to des-
ignate financial management at the agency as high-risk.



35

Key contact

Linda M. Calbom, Director, Resources, Community, and Economic Development
Division Accounting and Financial Management Issues, Accounting and Information
Management Division, (202) 512-9508, calboml.aimd@gao.gov
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SyNopsIs oF Top TEN DOT ISSUES
AVIATION SAFETY

DOT needs to continually identify risks to air transportation safety and
proactively reduce the major risks that can lead to accidents, fatalities, and associ-
ated economic costs. In an aviation environment that projects significant increases
in air traffic, a proactive approach is essential. Major elements of the aviation safety
issue include:

—Reducing the number of runway incursions—a major risk factor at airports.

—Effectively implementing FAA’s new inspection process, improving the accuracy
of safety databases, and enhancing the quality of inspector training.

—Establishing management systems that assure safety risks are called to the at-
tention of top FAA management and promptly acted upon.

—LEvaluating the safety implications of U.S. code share agreements and inter-
national alliances that involve foreign air carriers and foreign air carrier equip-
ment; if necessary, modify safety oversight and code share approval approaches
accordingly.

SURFACE TRANSPORTATION SAFETY

Highway fatalities, other than those involving trucks, claim more that 35,000
lives annually. Truck accidents claim more than 5,000 lives annually. Rail and tran-
sit account for an additional 850 lost lives. Though the rates have been declining,
they are still unacceptably high. Major surface transportation safety issues that
DOT must address include:

—Improving DOT’s motor carrier safety program for vehicle maintenance, driver
qualifications, and compliance with hours of service requirements and take
prompt and meaningful enforcement action for carrier noncompliance that en-
dangers the public safety.

—Increasing the level of safety of commercial trucks and drivers entering the U.S.
from Mexico.

—Increasing seat belt usage through primary enforcement of seat belt laws, edu-
cation, and other strategies.

—Reducing grade crossing and rail trespasser accidents through enforcement,
education, and technology.

—Improving compliance with safety regulations by entities responsible for trans-
porting hazardous materials.

—Enhancing the effectiveness of the Federal Railroad Administration’s Safety As-
surance Compliance Program and using enforcement actions when voluntary
and collaborative initiatives with a railroad do not promptly achieve the desired
results.

YEAR 2000 COMPUTER ISSUES

After a late start, the DOT, including FAA, has made a great deal of progress ad-
dressing its Year 2000 (Y2K) computer problems. DOT agencies are also making
substantial efforts in their outreach to the transportation industry to increase
awareness of Y2K issues. As of November 13, 1998, DOT has repaired 281 of its
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295 mission-critical systems that had Y2K problems; however, the risk of system
failure remains until these repaired systems are adequately tested. DOT needs to
continue with a sense of urgency, especially in FAA and the Coast Guard. Major
issues that DOT must still address are:
—Completing Y2K work on all mission-critical computer systems by March 31,
1999.
—Testing all repaired systems to ensure they properly function as a unit, and to-
gether as a system.
—Obtaining assurances that the transportation industry will be Y2K compliant.
—Assuring DOT computers properly interface with those of other Government
agencies, network service providers such as private telecommunications provid-
ers, and the transportation industry; develop contingency plans that can be
used if critical systems fail to operate after December 31, 1999.

AIR TRAFFIC CONTROL MODERNIZATION

FAA’s multi-billion dollar air traffic control (ATC) modernization effort remains
a major challenge. Cost overruns, schedule delays, and shortfalls in performance of
the past should not be repeated and new systems must come in approximately on
time and on budget and meet the requirements of a dynamic and growing aviation
system. Key elements of this management issue include:

—Reassessing and rebaselining plans for transitioning to satellite communica-
tions, navigation, and surveillance, including Free Flight. This issue includes
determining whether the Global Positioning System (GPS) and the Wide Area
Augmentation System (WAAS) will be the sole means of navigation or if second-
ary systems will be needed.

—Incorporating human factors in the design and development of new ATC sys-
tems and avoiding the problems experienced with new systems such as the
Standard Terminal Automation Replacement System (STARS).

—Strengthening DOT’s capacity to oversee multi-billion dollar software intensive
development contracts. Software intensive development contracts have typically
resulted in large cost increases and major schedule slippage—an issue that has
affected the pace of ATC modernization for more than a decade. While this is
a significant problem associated with the FAA ATC Modernization Program, it
also is an issue that bears watching during the development of Intelligent
Transportation Systems by the Federal Highway Administration. Strong over-
sight by the Department and the OIG to, among other things, assure contractor
accountability, clear agency requirements, and strengthened internal controls,
will help minimize what has historically been an area of unacceptable cost
growth and schedule delays.

FEDERAL AVIATION ADMINISTRATION FINANCING

Financing FAA activities and the air traffic control system is a major issue that
the Department, the Congress, and the aviation community need to address. For ex-
ample, the operations account, which pays for air traffic controllers, will need an
additional $1 billion over the next 5 years. Operations will soon account for nearly
$6 billion of the approximately $10 billion FAA budget. Substantial funding also will
be needed for the facilities and equipment account, which pays for air traffic control
modernization. Key issues associated with FAA financing include:

—Accurately determining the amount of funds that will be needed to finance FAA
and determining what portion of FAA’s operations, air traffic control moderniza-
tion, and airport infrastructure, should be financed by the trust fund, general
fund, or other sources of funds such as passenger facility charges. This is a mat-
ter that will be debated in the next Congress.

—Developing a cost accounting system on which FAA can be better managed and
upon which “user fees” could be based. FAA cannot implement a credible and
reliable cost accounting system until it first ensures its financial systems accu-
rately capture and allocate relevant cost data and FAA obtains an unqualified
opinion on its financial statements. FAA’s financial management systems do not
currently capture accurate, reliable data and until they do, FAA cannot receive
an unqualified opinion.

SURFACE, MARINE, AND AIRPORT INFRASTRUCTURE NEEDS

The Transportation Equity Act for the 21st Century (TEA-21) guarantees $198
billion over a 6-year period to improve safety and maintain and improve America’s
highways, bridges, and mass transit systems. These funds, as well as Airport Im-
provement Funds, must be effectively and efficiently used. Additional funding will
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be needed to maintain and upgrade the maritime infrastructure to meet the future
needs of the marine industry. Key elements of this management challenge include:

—Strengthening internal controls to ensure adequate management and oversight
of the infusion of substantial additional Federal funds for surface infrastructure
projects; preventing fraud, embezzlement, and abuse of funds; and ensuring the
development of sound financial plans for high-cost transportation infrastructure
projects.

—Promoting the use of cost-saving techniques such as value engineering, design-
build procurements, and owner-controlled insurance programs.

—Selecting high value projects for discretionary grants, awarded according to es-
tablished criteria.

—Providing leadership to maintain, improve, and develop the port, waterway and
intermodal infrastructure to meet current and future needs including
megavessels; identifying funding mechanisms to maintain and improve the har-
bor infrastructure of the United States.

—Eliminating the prohibited diversion of airport revenues by airport sponsors.

TRANSPORTATION AND COMPUTER SECURITY

Presidential Decision Directives 62 and 63 require DOT to advance the nation’s
vital security interest by ensuring that the transportation system is protected and
that our computer systems are safe from intrusion. The ability to prevent terrorist
attacks within this vast system, and fraudulent intrusions into computer systems
must be strengthened. Key elements of these issues are:

—Reducing the vulnerabilities in airport security controls.

—Enhancing the use of new technologies such as explosive detection equipment.

—Improving compliance with shipping requirements related to hazardous mate-

rials and dangerous goods.

—Developing staff expertise and technical capabilities to detect intrusions to DOT

and FAA computer networks and acting to reduce vulnerabilities.

FINANCIAL ACCOUNTING/CHIEF FINANCIAL OFFICERS ACT

DOT has made significant progress in improving its financial accounting and re-
porting systems. Three major issues stand in the way of DOT receiving an unquali-
fied opinion on its financial statements, the most challenging being the FAA prop-
erty and equipment accounts totaling about $12 billion. Major financial areas that
need to be addressed are:

—Developing and implementing a plan for FAA to account for and value its prop-
erty and equipment, including its multi-billion dollar work-in-process accounts
for Air Traffic Control Modernization.

—Computing a reliable estimate of Coast Guard’s future liability for military re-
tirement pay and health care costs.

—Ensuring that the Treasury Department develops adequate support for trust
fund revenues and account balances totaling $28 billion.

AMTRAK FINANCIAL VIABILITY/MODERIZATION

Amtrak needs to continue to seek opportunities to increase revenues and contain
costs as it strives to fulfill its Congressional mandate of achieving operating self-
sufficiency by the end of fiscal year 2002. Amtrak’s fiscal year 1998 Strategic Busi-
ness Plan established a 5-year plan to reach this goal. The plan indicates that Am-
trak will have a cash loss in fiscal year 2003, but Amtrak does not anticipate need-
ing Federal operating funds to cover it.

We issued a report on the congressionally mandated Independent Assessment of
Amtrak’s Financial Requirements Through fiscal year 2002 on November 23, 1998.
We identified a projected cash loss of $0.8 billion more than Amtrak estimated, if
the Strategic Business Plan were followed, with no adjustments, through fiscal year
2003. Amtrak’s capital requirements after fiscal year 2000 exceed projected avail-
able capital resources. Additional cash losses, as projected in the Independent As-
sessment, would further constrain Amtrak’s already-limited ability to address sig-
nificant system-wide capital needs and would likely be beyond Amtrak’s ability to
finance without Federal assistance. To eliminate the need for Federal operating
funds, Amtrak will have to continuously review, amend, and implement programs
and practices to improve its revenue and reduce its operating costs.

DOT IMPLEMENTATION OF GPRA

The Department of Transportation’s strategic and performance plans were rated
by Congress as the very best in the Federal Government. Yet, the difficult tasks of
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accurately assessing performance against the established outcome measures and
modifying programs as needed to achieve the intended results remains to be accom-
plished. These matters require a sense of urgency since the first performance report
to Congress is due on March 31, 2000.

Many of DOT’s outcomes such as improved safety, reduction in fatalities and inju-
ries, and well-maintained highways depend in large part on actions taken and as-
sistance provided by third parties outside the Department, including other Federal
agencies, states, and various components of the transportation industry. Their as-
sistance will be critical in meeting DOT’s goals. Another major factor that will im-
pact DOT’s ability to achieve its goals is the effective utilization of human resources.
DOT must effectively manage the workforce, recruit highly qualified individuals for
vacant positions, and provide requisite technical and other training in order to suc-
cessfully meet the management, safety, and efficiency challenges facing the U.S.
transportation system.

Starting in fiscal year 1998, as part of our routine projects, we began to selectively
(1) verify and validate performance data, and (2) assess various performance and
outcome measures to determine their appropriateness for measuring progress to-
ward stated goals (e.g., increased transportation safety). We plan to continue this
oversight through fiscal year 1999. We also developed a 2-day course on auditing
GPRA implementation to further enhance our work in this area.

DETAILED BRIEFING PAPERS
AVIATION SAFETY

The Department of Transportation (DOT) needs to continually identify risks to air
transportation safety and proactively reduce the major risks that can lead to acci-
dents, fatalities, and associated economic costs. In an aviation environment that
projects significant increases in air traffic, a proactive approach to aviation safety
is essential. Recognizing the national need for a safe transportation system, DOT
has made transportation safety its number one strategic goal.

DOT Strategic Goal #1

Safety —“Promote the public health and safety by working toward the elimination
of transportation-related deaths, injuries, and property damage.”

Key OIG Contact.—Alexis M. Stefani, Deputy Assistant Inspector General for
Aviation, 202-366-0500.

Background

The aviation industry expects continued increases in air traffic—a result of in-
creased demand—and expects closer spacing between aircraft due to more precise,
satellite-based tracking and navigation capabilities. The U.S. aviation accident rate
has remained nearly flat since more reliable jet engine powered aircraft began to
dominate the commercial aviation fleet. However, as the number of flights increase,
the number of accidents is statistically likely to rise in the absence of action by DOT
and the aviation industry. FAA has recognized this risk and has adopted a focused
safety agenda to bring about a five-fold reduction in fatal accidents over the next
decade. FAA must now concentrate its resources on effectively implementing prac-
tices and programs to prevent the most prevalent causes of aircraft accidents.

FAA’s focused safety agenda recognizes weaknesses and improvements needed in
its safety processes. Actions taken this past year by FAA are encouraging. For ex-
ample, FAA issued several airworthiness directives to improve safety, including di-
rectives to aid in preventing uncontained engine failures. However, the issues de-
scribed below are of a longstanding nature that require rigorous oversight. The key
to ensure success will be FAA and aviation industry follow-through.

Preventing runway incursions is one of FAA’s safety agenda goals. The number
of runway incursions increased by over 70 percent, from 186 incursions in 1993 to
318 in 1997. FAA’s preliminary data show 250 incursions through September 1998,
about the same level as in 1997. FAA’s near-term goal is to reduce runway incur-
sions by 15 percent of the 1997 level, to 272, by the year 2000.

FAA also recognized problems exist in its aviation safety inspection process. In
1996, a FAA task force conducted a 90-day review of the way FAA conducts safety
inspections. Two of the most significant recommendations as a result of the 90-day
review were to:

—Create a national certification team to assist in processing new air carrier cer-

tifications, and

—Initiate a project to make surveillance of air carriers more targeted and system-

atic.
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In 1997, FAA created the Certification Standardization and Evaluation Team
(CSET) to certify new entrant air carriers. To address the surveillance of air car-
riers, FAA teamed with Sandia National Laboratories to conduct a comprehensive
analysis of FAA’s certification and surveillance processes. This reengineering project
took 8 months and was a precursor to FAA’s decision to develop a new system called
the Air Transportation Oversight System (ATOS). The goal of ATOS is to aid the
inspectors in targeting inspections so that system safety problems are identified and
corrected before they lead to accidents. In October 1998, FAA began implementing
ATOS for the 10 major passenger air carriers as well as any new entrant air car-
rieﬁ. certified by FAA. The 10 major air carriers transport 90 percent of the flying
public.

Improving safety data quality, collection, and analyses is another one of FAA’s
safety agenda goals. FAA implemented the Safety Performance Analysis System
(SPAS) as a tool for inspectors to identify potential high risk areas. It is used to
evaluate safety-related aviation data from several of FAA inspection, incident, and
accident databases.

Another area of concern is the implications on safety of foreign air carriers who
operate in the U.S. and/or carry U.S. citizens as passengers, especially given the re-
cent increase in the number of codesharing agreements. From 1994 to 1998, the
number of codesharing agreements has more than doubled from 61 to 163. Airlines
throughout the world continue to form alliances and enter into codesharing agree-
ments to strengthen or expand their market presence or competitive ability. The
rapid increase in the number of codeshare agreements between the U.S. and foreign
air carriers, as the movement toward global alliances continues, raises questions as
to whether approaches to safety oversight and approving codeshare agreements
should be modified.

Audit Coverage

In recent years, DOT’s Office of Inspector General (OIG) and the General Account-
ing Office (GAO) have issued reports identifying shortcomings in FAA’s safety pro-
grams. In 1997, the OIG and FAA conducted a joint follow-up review to assess the
implementation of recommendations made by FAA’s 90-day safety review task force.
We found that corrective actions to address the most significant recommendations
identified by the 90-day safety review task force remained in process. A 1998 OIG
audit also concluded that FAA’s agreement to reduce the number of air traffic con-
trol supervisors will not negatively impact safety of air traffic operations, if the FAA
first identifies and implements the duties that controllers-in-charge will assume
from supervisors. Aviation safety issues include:

—Reducing the number of runway incursions—a major risk factor at airports,

—Effectively implementing FAA’s new inspectionprocess, improving the accuracy

of safety databases, and enhancing the quality of inspector training,

—Establishing management systems that assure safety risks are called to the at-

tention of top FAA management and promptly acted upon, and

—Evaluating the safety implications of U.S. codeshare agreements and inter-

national alliances that involve foreign air carriers and foreign air carrier equip-
ment; if necessary, modifying safety oversight and codeshare approval ap-
proaches accordingly.

Continued Rise in Runway Incursions.—In November 1997 testimony before Con-
gress, OIG reported that the Runway Incursion Program needed to expedite solu-
tions to systemwide problems that cause incursions. Further, OIG concluded local
initiatives must be developed to end incursion threats specific to individual airports.
OIG also reported that new technology is expected to help prevent human errors
that lead to incursions. However, expected completion of two new systems in 1999
and 2000 will be 4 years later than initially planned. FAA issued a new Airport Sur-
face Operations Safety Action Plan in October 1998 to strengthen its runway incur-
sion prevention efforts, which includes actions to address OIG recommendations. We
recently initiated an audit to follow up on the status of our prior recommendations,
to assess FAA’s progress in implementing new technologies to reduce runway incur-
sions, and to evaluate FAA’s implementation of its Airport Surface Operations Safe-
ty Action Plan.

Effectiveness of FAA’s Inspection Process.—As early as 1987, GAO identified FAA’s
need to develop criteria for targeting safety inspection resources to areas with
heightened likelihood of safety problems, such as new carriers, commuter airlines,
and aging aircraft. In 1995, OIG found FAA’s targeting of inspection resources had
not improved. A 1997 OIG audit also identified targeting problems with certifi-
cations and periodic inspections of airports. In another 1997 report, OIG found that
FAA airworthiness inspectors were not routinely given basic technical training, or
updated training, for the systems they were responsible for inspecting.
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To further evaluate FAA’s inspection process, in 1998 we initiated reviews of
FAA’s National Aviation Safety Inspection Program and oversight of air tour opera-
tors. These reviews are nearing completion. Additionally, in 1998 the OIG reported
that the inactivation of the military specification for testing threaded fasteners and
components (screws, nuts, and bolts with internal or external threads used in high
stress systems and threaded products, such as engine drive shafts) could pose an
aviation safety risk. To more fully evaluate safety risks, in fiscal year 1999 we plan
on evaluating FAA’s oversight of manufacturers’ quality assurance systems for
threaded fasteners and components and FAA’s oversight of all-cargo air carriers.

Quality of Aviation Safety Databases.—OIG reported that FAA’s databases con-
tained inaccurate and incomplete data on runway incursions. In addition, in 1995
GAO found that FAA needed to improve the reliability of its Safety Performance
Analysis System, which integrates and analyzes information from other databases
so it can be used to target areas of greatest risk. For fiscal year 1999, we plan to
review FAA’s use of safety data generated from industry self-disclosure programs,
including flight operational quality assurance data to improve safety.

Safety Oversight of Foreign Air Carriers.—In fiscal year 1999, we plan to initiate
work to address the complexities of codesharing in the aviation industry and the re-
sponsibilities for aviation safety oversight when U.S. air carriers codeshare with for-
eign air carriers.

Investigative Coverage

Suspected Unapproved Parts.—OIG has in recent years developed an extensive in-
vestigative and training program to combat suspected unapproved parts (SUPs) sold
for servicing commercial aircraft. One OIG investigation involved the armed robbery
of two FAA-certified repair stations by five defendants in Miami, Florida. The stolen
parts included jet engine disks, blades, and vanes, which were subsequently sold or
“laundered” through two aviation parts companies. The defendants falsified air-
worthiness and parts traceability certifications for the stolen parts, which endan-
gered the safety of aircraft. The leader of the conspiracy was sentenced to over 12
years in prison, 36 months probation, and $1.3 million restitution.

In 1997 OIG, FAA, and several other agencies formed a working group to combat
trafficking in unapproved parts. Agencies involved seek a new criminal statute to
combat such violations. OIG in the past year has conducted 22 SUP-suppression
classes for more than 500 FAA safety inspectors and more classes are slated this
year.

SURFACE TRANSPORTATION SAFETY

Highway fatalities, other than those involving trucks, claim more than 35,000
lives annually. Truck accidents claim more than 5,000 lives annually. Rail and tran-
sit account for an additional 850 lost lives. Though rates have been declining, they
are still unacceptably high. DOT has established as its first strategic goal to mar-
shal its resources to reduce the number of accidents that lead to fatalities, injuries,
and associated economic costs.

DOT Strategic Goal #1

Safety.—“Promote the public health and safety by working toward the elimination
of transportation-related deaths, injuries, and property damage.”

Key OIG Contacts.—Patricia J. Thompson, Deputy Assistant Inspector General for
Surface Transportation, 202-366-0687; Todd Zinser, Assistant Inspector General for
Investigations, 202-366—-1967.

Background

The Department of Transportation continues to dedicate and focus substantial
DOT resources to work toward ensuring the American public has the safest trans-
portation system possible. This is a formidable challenge, considering the number
of fatalities and injuries and property damage resulting from automobile and motor
carrier accidents each year. Railroad, rail-highway grade crossings, rail trespass,
commuter rail transit, and hazardous materials accidents also result in loss of life
and costly property damage. To its credit, DOT has dedicated resources to edu-
cational programs in support of safety, such as programs to promote increasing seat
belt usage and the primary enforcement of seat belt laws. However, it is essential
that DOT continues to provide vigorous and effectual enforcement of all safety regu-
lations when other methods are not effective.

Key surface transportation challenges include:

—Improving DOT’s motor carrier safety program for vehicle maintenance, driver

qualifications, and compliance with hours of service requirements. Take prompt



43

and meaningful enforcement action for carrier noncompliance that endangers
the public safety,

—Increasing the level of safety of commercial trucks and drivers entering the U.S.
from Mexico,

—Increasing seat belt usage through primary enforcement of seat belt laws, edu-
cation, and other strategies,

—Reducing grade crossing and rail trespasser accidents through enforcement,
education, and technology,

—Improving compliance with safety regulations by entities responsible for trans-
porting hazardous materials, and

—Enhancing the effectiveness of the Federal Railroad Administration’s Safety As-
surance Compliance Program and aggressively using enforcement actions when
voluntary and collaborative initiatives with a railroad do not promptly achieve
the desired results.

Audit Coverage

A 1997 OIG audit report on the Federal Highway Administration’s Motor Carrier
Safety Program found that as of 1995 only 2.5 percent of the Nation’s interstate
motor carriers were inspected as part of safety compliance reviews. A sampling of
motor carriers found that 75 percent did not sustain a satisfactory rating on safety
compliance reviews. In a 1998 review, we found that 3.5 million Mexican commer-
cial trucks entered the United States during fiscal year 1997. Of those trucks in-
spected, 44.1 percent were placed out of service for serious safety violations. Motor
carrier safety is a major management issue for the Department, and the OIG will
provide audit coverage in fiscal year 1999.

The Department and the OIG have also placed high priority on the transportation
of hazardous materials. OIG and RSPA are jointly leading a Department-wide Pro-
gram Evaluation of the Hazardous Materials Transportation Program. The objec-
tives of the program evaluation are to (i) document the system of hazardous mate-
rials movements in U.S. commerce and DOT agency intervention actions, such as
regulations, inspections, enforcement, and outreach programs, and (ii) assess the ef-
fectiveness of DOT’s program as it intervenes in and affects each step in the hazard-
ous materials transportation process. The program evaluation will document the
points at which the current hazardous materials program intervenes in the trans-
portation of these materials, from packaging to shipper to carrier to receiver, and
how effectively DOT applies intervention and enforcement tools to hazardous mate-
rials shipments in the transportation stream.

Motor Carrier Safety Program.—In a fiscal year 1997 audit report, the OIG con-
cluded that improvements were needed in FHWA’s motor carrier compliance review
program to expand review coverage of the motor carrier population, more accurately
target carriers for review, induce prompt and sustained motor carrier compliance
with safety regulations, and ensure the quality of reviews. We reported that during
fiscal year 1995, only 8,666 of 345,500 (2.5 percent) interstate motor carriers re-
ceived compliance reviews, and 64 percent of the Nation’s carriers remain unrated.
We found that FHWA’s enforcement efforts were not effective in inducing prompt
and sustained compliance with regulations and safe on-the-road performance. In ad-
dition, FHWA did not ensure compliance review procedures were followed or that
critical review steps were thoroughly performed. OIG is currently auditing the effec-
tiveness of the FHWA Motor Carrier Program and will determine whether rec-
ommendations made in earlier reports were implemented.

Motor Carrier Safety Program for Commercial Trucks at U.S. Borders.—OIG
found that Mexican motor carriers had limited experience operating within U.S.
safety standards, and the FHWA’s strategy for opening the Mexican-U.S. border to
Mexican commercial truck traffic did not provide reasonable assurance, in the near
term, that trucks entering the United States will comply with U.S. safety regula-
tions. We also found that neither FHWA nor the states of Arizona, New Mexico, and
Texas provided sufficient numbers of inspectors at border crossings. California, how-
ever, did provide sufficient inspectors. OIG identified a direct correlation between
the condition of Mexican trucks entering the U.S. commercial zones and the level
of inspection resources at the border. California has the best inspection practices,
and the condition of Mexican trucks entering at the Mexico-California border is
much better than those entering all other border States. During fiscal year 1997,
the out-of-service rate for Mexican trucks inspected in California was 28 percent
compared to 42 percent in Arizona, 37 percent in New Mexico, and 50 percent in
Texas.

Safety Assurance and Compliance Program.—OIG found FRA’s Safety Assurance
and Compliance Program (SACP) partnership and systemic approach to rail safety
has improved communication and cooperation among railroad management, labor,



44

and FRA. SACP has also been successful in identifying and eliminating systemic
safety problems. However, the SACP process is not as comprehensive as it needs
to be to achieve the desired results. FRA must strengthen the effectiveness of SACP
by: (i) defining SACP policies and procedures more clearly, (ii) developing better
railroad safety profiles, (iii) identifying systemic safety issues in safety action plans,
and (iv) monitoring and enforcing railroad implementation and compliance with
safety action plans. Follow-up must be improved and firm enforcement action must
be taken when a railroad does not comply with safety plans.

Rail-Highway Crossing Safety Action Plan.—OIG has initiated an audit of the De-
partment’s Rail-Highway Crossing Safety Action Plan. The action plan involves the
Department, FRA, FHWA, NHTSA, and FTA, working in partnership with the rail-
road and transit industries, state and local governments, the Congress, and Oper-
ation Lifesaver. The plan presented 55 initiatives in the areas of enforcement, engi-
neering, education, research, and legislation, intended to improve safety at the na-
tion’s railroad-highway public and private grade crossings (which total 261,317 as
of September 1998). Nine out of ten fatalities involving trains occur at rail-highway
crossings or as the result of trespassing on railroad tracks. In 1997, collisions at
rail-highway grade crossings caused 461 fatalities and 1,540 injuries. In addition,
533 people were killed and another 519 were injured while trespassing on railroad
property. OIG is focusing on evaluating DOT’s effectiveness in completing the action
plan’s initiatives and recommendations and assessing the progress toward achieving
the Department’s 10-year goal to reduce rail-highway crossing accidents and casual-
ties, including those resulting from trespassing, by at least 50 percent.

Investigative Coverage

OIG is focusing resources on investigating criminal acts that result in or contrib-
ute to accidents, including driver hours of service violations, falsification of drivers’
and engineers’ logs, drug and alcohol use, inaccurate maintenance records and re-
pair logs, and the illegal transportation of hazardous materials. In 1996, large
trucks contributed to one of every eight vehicle accidents. Fatigue is a significant
contributing factor in many of those accidents—according to a study by the National
Transportation Safety Board, fatigue is a factor in 30 percent to 40 percent of all
truck accidents.

OIG has established a major investigative initiative in support of the Office of
Motor Carriers (OMC) pursuit of motor carriers and drivers who falsify drivers’ logs
of time on the road. OIG currently has over 30 such cases open and has obtained
33 indictments for related violations in the past 18 months. In one Pennsylvania
case, a Florida truck driver pleaded guilty in Federal court to a false statement per-
taining to falsified driver’s logs. Previously, the driver had plead guilty in state
court to homicide by vehicle when his tractor-trailer crossed a center dividing line
and struck five other vehicles, killing one driver and seriously injuring others. A
joint OIG investigation with the state police and OMC disclosed the driver’s log
falsely reflected he had been off-duty the day prior to the accident, when he had
actually been on duty in excess of the permissible number of hours. The driver was
sentenced in state court to 12 months incarceration, 24 months probation, and fined
$1,800. He was sentenced in Federal court to 21 months imprisonment, 3 years pro-
bation, and $145,000 restitution.

The investigation of illegal transportation of hazardous materials is also one of
OIG’s highest priority programs. Investigations have focused on the false certifi-
cation of shipping manifests misrepresenting materials being shipped, false state-
ments, mail and wire fraud, and conspiracy. Investigations in 1997 and 1998, many
conducted jointly with the Federal Bureau of Investigation, the Department of Jus-
tice Environmental Crimes Section, and the Environmental Protection Agency, have
resulted in 34 indictments and 23 convictions, with total fines of $2.16 million. In
a recent case, a chemical wholesaler was charged with illegally shipping flammables
aboard a Federal Express aircraft. In addition, a barge company employee was
found guilty of violating Clean Water Act regulations by polluting the Mississippi
River north of New Orleans over an 11-year period.

YEAR 2000 COMPUTER ISSUES

After a late start, the DOT, including FAA, has made a great deal of progress ad-
dressing its Year 2000 computer problems, but needs to continue with a sense of
urgency in completing its work, especially in FAA and the Coast Guard. The threat
of computer-system failures is significant to DOT, the transportation industry, and
the traveling public. With about 1 year left, much work still needs to be done. Most
DOT mission-critical systems with identified Year 2000 problems have been re-
paired; however, the risk of system failure remains until these repaired systems are
adequately tested as a unit and as a system with multiple units, including external
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systems with which DOT systems interface, such as the MCI telecommunications
network used by the FAA Air Traffic Control System. For the transportation indus-
try, DOT met with representatives from various transportation sectors to promote
Year 2000 awareness, and will perform a preliminary assessment of the industry’s
readiness by December 1998.

OIG has taken an active oversight role on both DOT internal systems and the out-
reach efforts. OIG has been validating the accuracy of DOT quarterly reports to
OMB. For the upcoming testing phase, OIG will observe actual operational testing
as part of our continuing oversight, to include interface testing with external sys-
tems. Having fully functioning computer systems is a key corporate management
strategy of the Department.

DOT Corporate Management Strategies

Information Technology.—“Improve mission performance, data sharing, system in-
tegrity, communications, and productivity through deployment of information sys-
tems which are secure, reliable, compatible, and cost effective now and beyond the
Year 2000.”

Key OIG Contact.—John Meche, Deputy Assistant Inspector General for Financial,
Economic, and Information Technology, 202-366-1496.

Background

It has been customary in computer programming to represent years by their two
final digits, a practice that for decades posed no problems. However, the arrival of
the new millennium will change the presumed first two digits from 19 to 20. When
the year 2000 arrives, computer systems may fail if programs cannot recognize “00”
as signifying the year 2000, rather than 1900. All Federal agencies—indeed, all
users of computers—are advised to determine whether the shift poses the threat of
breakdown to the programs upon which they rely, or has the potential to render cru-
cial data inaccurate. Current cost estimates to assess, repair, and test DOT systems
stand at over $300 million.

We also see a major issue involving external systems that interface with DOT in-
ternal systems. Major network service providers, such as MCI, are reporting their
telecommunication systems will not be Year—2000 ready until June 1999, so DOT
will not be able to fully test its systems until the external systems are compliant.

Noteworthy Progress

In August 1998, we testified that 102 of FAA’s mission-critical systems would not
be tested and implemented by OMB’s milestone of March 31, 1999. After a very late
start, DOT, including FAA, has made substantial progress on its Year 2000 com-
puter problems. As of November 13, 1998, a total of 281 of 295 mission-critical DOT
systems with Year 2000 problems have been repaired, but have not been tested as
a system to be certain the repairs fixed the problems. DOT has met with representa-
tives from the aviation, maritime, surface, and rail industries to promote Year 2000
awareness and develop a high-level action plan for the Intelligent Transportation
Systems. DOT also has made Year 2000 funding available under the Transportation
Equity Act for the 21th Century (TEA-21) and the Airport Improvement Program.
Under the direction of the Year 2000 Conversion Council, DOT sent questionnaires
in November 1998 to organizations (e.g., trade associations) in the transportation in-
dustry. Based on the response, DOT will assess the transportation industry’s readi-
ness and report the results to the White House by December 11, 1998.

Audit Coverage

Since May 1997, OIG has issued four audit reports and testified before Congress
twice. Major issues that DOT must still address are:
—Completing Year 2000 work on all mission-critical computer systems by March
31, 1999,
—Testing all repaired systems to ensure they properly function as a unit, and to-
gether as a system,
—Obtaining assurances that the transportation industry will be Year 2000 com-
pliant, and
—Assuring DOT computers properly interface with external systems of other Gov-
ernment agencies, network service providers such as MCI, and the transpor-
tation industry, and developing contingency plans that can be used if critical
systems fail to operate after December 31, 1999. Contingency plans are increas-
ingly important, even if internal agency systems are Year 2000 compliant be-
cause, if the external systems fail, DOT must still be able to operate.
DOT Needs To Accelerate Year 2000 Work Schedule.—On February 4, 1998, OIG
testified that FAA needed to accelerate Year 2000 work because it was 7 months
behind the OMB schedule. As of November 13, 1998, DOT reported that 56 of its
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mission-critical systems will not be tested and implemented by March 31, 1999.
DOT still needs to accelerate its schedule to meet OMB’s March 1999 date.

Testing of Renovated Systems.—Upon completion of the repair work, DOT needs
to test all systems to ensure they properly function as a unit, and together as a sys-
tem. This is extremely important for the Air Traffic Control System which is a very
complex and interdependent system.

Industry Awareness.—DOT agencies have made significant efforts outreaching to
industry to increase awareness of Year 2000 issues. Continued proactive attention
is needed with national and international industry representatives in obtaining as-
surances that the transportation industry will be Year 2000 compliant.

Interfacing and Contingency Plans.—While much work has been done on fixing
DOT computers, more needs to be done to ensure DOT computers can interface with
other Government agencies, network service providers like MCI, and the transpor-
tation industry. Network service providers are reporting their systems will not be
Year 2000 ready until June 1999. Contingency plans are essential due to the un-
knowns associated with the Year 2000.

AIR TRAFFIC CONTROL MODERNIZATION

FAA’s multibillion-dollar air traffic control (ATC) modernization effort remains a
major challenge. Cost overruns, schedule delays, and shortfalls in performance of
the past should not be repeated and new systems must come in close to budget and
meet the requirements of a dynamic and growing aviation system. Modernizing the
nation’s ATC system is closely linked to three DOT strategic goals. They are:

DOT Strategic Goal #1

Safety—“Promote the public health and safety by working toward the elimination
of transportation-related deaths, injuries, and property damage.”

DOT Strategic Goal #2

Mobility—“Shape America’s future by ensuring a transportation system that is
accessible, integrated, efficient, and offers flexibility of choices.”

DOT Strategic Goal #3

Economic Growth and Trade—“Advance America’s economic growth and competi-
tiveness domestically and internationally through efficient and flexible transpor-
tation.”

Key OIG Contact.—Alexis M. Stefani, Deputy Assistant Inspector General for
Aviation, 202—-366—0500.

Background

FAA is immersed in a multi-billion dollar, mission-critical capital investment pro-
gram to modernize its aging air traffic control system. This effort involves the acqui-
sition of a vast network of radars and automated data processing, navigation, and
communications equipment. Programs like the Display System Replacement (DSR)
and the early phases of the HOST and Oceanic Computer System Replacement
(HOST Replacement) mainly replace existing equipment and functionality, and are
not considered software intensive development projects. DSR provides new control-
ler displays and workstations, and upgrades the network infrastructure at FAA’s en
route centers. The HOST Replacement, currently in its first phase, replaces the
mainframe HOST and oceanic computers at the en route centers. The HOST com-
puters process flight and radar data and are the heart of the automation system
used to control air traffic in the National Airspace System. Subsequent phases up-
grade software and replace peripherals such as printers and tape drives. Hopefully,
these programs will continue to proceed well.

Other acquisitions like FAA’s Wide Area Augmentation System (WAAS) and the
Standard Terminal Automation Replacement System (STARS) pose significant chal-
lenges and are experiencing problems with software development and human factors
issues. WAAS is a system of ground reference stations, communications satellites,
and complex software that will augment the Department of Defense’s Global Posi-
tioning System to provide navigation, approach, and landing capabilities for civilian
use in the National Airspace System. STARS will replace air traffic controller and
maintenance workstations with color displays, as well as computer software and
processors, at FAA’s 172 terminal air traffic control facilities. Successful deployment
of WAAS and STARS is considered crucial to the implementation of Free Flight.

In addition to replacing existing systems, FAA’s modernization program also in-
cludes developing new technologies to meet the emerging safety and capacity de-
mands of the National Airspace System. These new technologies include satellite-
based navigation and communications capabilities, methods to reduce runway incur-
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Zions,1 ai{ld capabilities to move the aviation industry toward Free Flight, such as
ata link.

FAA estimates the cost of modernizing the system will total about $40 billion from
1981 through 2003. Congress has appropriated about $27 billion through fiscal year
1999. FAA acknowledges the problems of the past and is addressing them with a
new approach to major systems acquisitions. OIG is closely monitoring FAA’s efforts
to modernize its ATC systems and making recommendations to minimize further
cost overruns, schedule slippages, and otherwise mitigate acquisition risks.

Audit Coverage

Both OIG and GAO have reported that ATC modernization projects have experi-
enced substantial cost overruns, lengthy delays, and significant shortfalls in per-
formance that have affected FAA’s ability to deliver systems as promised. Signifi-
cant issues that FAA must address include:

—Reassessing and rebaselining plans for transitioning to satellite communica-
tions, navigation, and surveillance technology, including Free Flight. This issue
includes determining whether GPS and WAAS will be the sole means of naviga-
tion or if secondary systems will be needed. In addition, the WAAS Program re-
cently announced software development problems associated with the integrity
monitoring software. FAA and the prime contractor must resolve these software
problems as soon as possible,

—Incorporating human factors in the design and development of new air traffic
control systems and avoiding the problems experienced with new systems such
as STARS,

—Strengthening DOT’s capacity to oversee multi-billion dollar software intensive
development contracts. Software intensive development contracts have typically
resulted in large cost increases and major schedule slippage—an issue that has
affected the pace of ATC modernization for more than a decade. While this is
a significant problem associated with the FAA ATC Modernization Program, it
also is an issue that bears watching during the development of Intelligent
Transportation Systems by the Federal Highway Administration. Strong over-
sight by the Department and the OIG to, among other things, assure contractor
accountability, clear agency requirements, and strengthened internal controls,
will help minimize what has historically been an area of unacceptable cost
growth and schedule delays,

—Eliminating systemic deficiencies and adopting a complete systems architecture
for its major acquisitions,

—Improving cost-estimating and cost-accounting processes, and

—Increasing air traffic controller proficiency on a critical backup system.

We will continue to closely monitor FAA’s WAAS and STARS programs, focusing
on the software development problems and resolution of human factors issues. In
addition, our ongoing work includes reviews of the HOST replacement, and FAA’s
acquisitions of technologies to reduce runway incursions and to provide data link ca-
pabilities. We also plan to initiate reviews of other technologies needed to imple-
ment Free Flight as well as FAA’s program to acquire automation capabilities for
the oceanic airspace.

Transition to Satellite Technology.—OIG reported that FAA’s transition plan for
air traffic management satellite technology needed to fully address costs, financing
sources, components, and timing. To successfully implement the satellite-based sys-
tems, FAA also needs to resolve issues about availability of a second signal, effects
of solar activity on signals, and security from “jamming.” In 1998, OIG reported that
FAA needed to determine whether its WAAS Program will be a sole or primary
means of navigation and stated that a back up system would be needed for the fore-
seeable future. OIG also reported on program financial limitations, the need to es-
tablish more realistic schedules, deferring a commitment for additional satellites,
and extending the decommissioning schedule for existing navigation systems.

Design and Development of New Air Traffic Control Systems.—OIG reported that
FAA did not adequately consider users’ needs in the design and development of
STARS, a new computer system that tracks and displays airplanes for air traffic
controllers. Controllers and maintenance technicians have identified numerous po-
tential problems with STARS that could affect its utility to them and, as a con-
sequence, affect air safety. OIG reported three additional areas that posed risks to
the program’s costs and schedule. A 1998 OIG review found that FAA did not ade-
quately budget funds for controller display equipment and had no definitive plans
to acquire the needed equipment for the program. The STARS Program will not
meet its original schedule and program costs are projected to increase by nearly
$300 million. Because of concerns about the significant cost growth for software de-
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velopment on major systems, OIG plans to initiate an audit in this area in fiscal
year 1999.

Systemic Deficiencies in Major Acquisitions.—OIG found systemic problems in
FAA’s major modernization acquisitions. The problems included frequently changing
requirements, inadequate oversight of contractors, poor contract specifications, and
lack of comprehensive cost-benefit analyses. In a series of reports, OIG noted that
deficiencies in FAA’s Advanced Automation System (AAS) Program contributed to
large cost overruns and lengthy schedule delays. In a 1998 review of AAS, OIG esti-
mated that FAA wasted $1.5 billion on the program. In another review, OIG rec-
ommended FAA reinstitute the use of checklists and followup processes, and
strengthen planning for the integration of multiple systems. In addition, due to seri-
ous supportability and Year 2000 concerns, OIG recommended FAA accelerate its
program to acquire new mainframe computers at its enroute air traffic control cen-
ters.

Systems Architecture for Major Acquisitions.—GAOQO found that FAA failed to de-
fine and enforce a complete air traffic control systems architecture; a comprehensive
blueprint to guide and constrain the development of the related systems. FAA also
lacked detailed information technology and communications standards. FAA’s fail-
ure to define and hold to a complete architecture has spurred incompatibilities
among existing systems, and the likelihood that future systems will not be compat-
ible. FAA has recently issued a draft National Airspace System architecture and is
working closely with the aviation industry to obtain consensus.

Cost-Estimating and Cost-Accounting Processes.—FAA’s air traffic control mod-
ernization program lacks reliable cost information. FAA’s weak cost-estimating proc-
esses lead to estimates that are not analytically derived and supported. FAA also
lacks an accounting system that accumulates all project costs, increasing the likeli-
hood of poor investment decisions throughout the life cycle of the projects.

Air Traffic Controller Training on Critical Backup System.—OIG recently reported
that air traffic controllers at FAA’s en route centers needed increased proficiency
training using the HOST computer’s backup system. While we concluded that the
backup system, called Direct Access Radar Channel (DARC), was reliable, we noted
DARC has limitations that reduce controller efficiency. OIG found that reliance on
DARC is expected to increase during the HOST Replacement transition period. Fur-
ther, a large number of air traffic controllers at the five en route centers we visited
had very limited or no operational experience controlling air traffic using DARC.
Thus, in order to minimize the impact of outages during the HOST Replacement,
we recommended FAA ensure all center air traffic controllers receive additional
training using DARC.

FAA FINANCING

Financing FAA activities and the air traffic control system is a major issue that
the Department, the Congress, and the aviation community need to address. Cur-
rently, FAA faces significant risks in meeting rising operations costs. Over the past
10 years FAA’s annual operations requirements have almost doubled from $3 billion
to almost $6 billion and the cost of operations is expected to continue to rise. For
example, a recent increase in pay for air traffic controllers could require as much
as $1 billion in additional funding over the next 5 years.

FAA needs to find ways to manage within budgets that are not expected to keep
pace with the growth in operations costs. FAA must mitigate the risks of funding
shortfalls by controlling costs and increasing productivity. Also, a reliable cost ac-
counting system is needed to support management decisions, and help identify ac-
tions that can reduce operating costs. Credible information will strengthen FAA’s
capacity to justify sufficient funding. Adequate financing for FAA activities under-
pins all five DOT strategic goals and one key Departmental corporate management
strategy. They are:

DOT Strategic Goal #1

Safety—“Promote the public health and safety by working toward the elimination
of transportation-related deaths, injuries, and property damage.”
DOT Strategic Goal #2

Mobility—“Shape America’s future by ensuring a transportation system that is
accessible, integrated, efficient, and offers flexibility of choices.”
DOT Strategic Goal #3

Economic Growth and Trade.—“Advance America’s economic growth and competi-
tiveness domestically and internationally through efficient and flexible transpor-
tation.”
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DOT Strategic Goal #4

Human and Natural Environment.—“Protect and enhance communities and the
natural environment affected by transportation.”

DOT Strategic Goal #5

National Security.—“Advance the nation’s vital security interests in support of na-
tional strategies such as the National Security Strategy and National Drug Control
Strategy by ensuring that the transportation system is secure and available for de-
fense mobility and that our borders are safe from illegal intrusion.”

DOT Corporate Management Strategy

Resource and Business Process Management.—“Foster innovative and sound busi-
ness practices as stewards of the public’s resources in our quest for a fast, safe, effi-
cient and convenient transportation system.” Included under this strategy are budg-
et management, resources, financial management, and asset management.

Key OIG Contacts.—John Meche, Deputy Assistant Inspector General for Finan-
cial, Economic, and Information Technology, 202-366-1496; Alexis Stefani, Deputy
Assistant Inspector General for Aviation, 202—-366-0500.

Background

FAA’s funding predicament for fiscal year 1999 operations is caused, in part, by
a new pay system agreed to between FAA and the National Air Traffic Controllers
Association. The new pay system could increase costs as much as $1 billion over the
next 5 years with an immediate impact of $102 million on FAA’s fiscal year 1999
budget. To further compound this issue, FAA has been prohibited by federal court
from collecting approximately $93 million in user fees. FAA will need to identify off-
setting savings and productivity gains to meet its funding requirements. Achieving
the necessary funding goals will require difficult decisions on what will be cut.

Securing adequate and stable funding sources for FAA is a critical issue facing
DOT and the Congress. Recognizing the seriousness of FAA’s long-term financing
problems, Congress directed that an independent assessment be made of FAA’s
budgetary requirements. The National Civil Aviation Review Commission was cre-
ated to analyze FAA’s budgetary requirements through fiscal year 2002, including
ways to fund the needs of the aviation system. In December 1997, the Commission
recommended that FAA be shielded from discretionary budget caps and that a direct
link be established between revenues from aviation users and spending on aviation
services. The Commission also recommended that: air traffic control become a per-
formance-based service; FAA have a cost accounting system and authority to start
innovative leasing and borrowing programs; and FAA adopt cost-based user fees to
support its air traffic system, with government funding for aviation security, safety,
and government use of the system.

However, even with more liberal budgetary treatment, there are limits on reve-
nues that can be derived from passengers, whether they are called user fees, taxes,
or charges. Passengers currently pay an 8 percent tax on airline tickets and many
airports impose Passenger Facility Charges to obtain funds for infrastructure
projects. FAA, like other performance-based organizations in the public or private
sector, must show discipline in controlling costs, particularly for operations and air
traffic control acquisitions.

Audit Coverage

OIG has issued reports identifying FAA funding and accounting problems. Cur-
rently, the OIG is working on an analysis of FAA funding levels and the various
assumptions used by the agency to project receipts from the trust fund, the general
fund, or other sources and comparing them to various funding scenarios for oper-
ations and maintenance; facilities and equipment; airports; and research, engineer-
ing, and development accounts. Key issues associated with FAA financing include:

—Accurately determining the amount of funds that will be needed to finance FAA
and determining what portion of FAA’s operations, air traffic control moderniza-
tion, and airport infrastructure, should be financed by the trust fund, general
fund, or other sources of funds such as passenger facility charges. This is a mat-
ter that will be debated in the next Congress.

—Developing a cost accounting system on which FAA can be better managed and
upon which “user fees” could be based. FAA cannot implement a credible and
reliable cost accounting system until it first ensures its financial systems accu-
rately capture and allocate relevant cost data and FAA obtains an unqualified
opinion on its financial statements. FAA’s financial management systems do not
currently capture this data and until they do, FAA cannot receive an unquali-
fied opinion.
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Workforce Cost Increases.—FAA and the National Air Traffic Controllers Associa-
tion have negotiated a new pay system for air traffic controllers that could increase
the agency’s total costs of operations by as much as $1 billion over the next 5 years.
FAA did not request additional funds for this pay increase in its fiscal year 1999
budget. If FAA’s future funding does not include offsetting appropriations or new
revenue, and if performance improvements are not realized, the agency will face sig-
nificant risks in funding the new pay system while, at the same time, meeting other
critical agency requirements. These risks could be further compounded if similar
pay programs are developed in current negotiations with FAA’s two other largest
unions.

Cost Accounting System.—The Federal Aviation Reauthorization Act of 1996 di-
rected FAA to develop a cost accounting system that reflects investments, costs, rev-
enues and other financial aspects. A fully operational cost accounting system would
help FAA measure air traffic control performance, establish cost accountability, and
be a basis for user fees. FAA initially promised Congress the cost accounting system
would be operational by October 1, 1998.

In August 1998, OIG reported the implementation of FAA’s cost accounting sys-
tem was not on schedule. While the original schedule called for full implementation
by October 1, 1998, the OIG found the schedule was overly aggressive, contained
conflicting tasks, and omitted responsibilities and resource needs. We also reported
FAA had yet to establish a systematic method to identify and reflect (1) the cost
of accounting adjustments, (2) cost for all development projects, (3) cost incurred by
other agencies for air traffic services, and (4) the correct labor cost charged to appro-
priate projects. In addition, FAA had not decided how to allocate its costs.

FAA has revised its implementation goals into two stages; an initial operational
cost accounting system by December 31, 1998, and a fully operational system by
March 31, 1999. In addition, allocation rules have been drafted and are currently
being validated. In our opinion, the March 31, 1999, revised deadline for a fully
operational cost accounting system is not a credible deadline and is highly unlikely
to be achieved. FAA must have an unqualified opinion on its financial statements
before they can have a credible and defensible cost accounting system.

Financial Accounting and Reporting Process.—OIG identified material internal
control weaknesses with FAA’s financial accounting and reporting process, which re-
sulted in OIG disclaiming an opinion on FAA’s financial statements for fiscal years
1992 through 1997. Based on work done as of December 2, 1998, we also expect to
issue a disclaimer on FAA’s fiscal year 1998 financial statements. These problems
are discussed further under Issue 8, Financial Accounting. Until FAA resolves its
underlying financial control deficiencies, its cost accounting system will not produce
accurate and defensible cost data and FAA will not be able to sustain a cost-based
user fee program.

SURFACE, MARINE, AND AIRPORT INFRASTRUCTURE NEEDS

Replacement of transportation infrastructure and construction of projects trig-
gered by new needs is crucial to U.S. economic viability and quality of life. The
Transportation Equity Act for the 21st Century (TEA-21) provided an enormous in-
fusion of funds for surface transportation infrastructure. Numerous major transpor-
tation infrastructure projects are in progress at a cost of billions of dollars. It is im-
perative that DOT funds are used effectively and efficiently to improve and expand
highway, transit, airport, and maritime infrastructure projects. Meeting U.S. trans-
portation infrastructure needs is tied to three DOT strategic goals. They are:

DOT Strategic Goal #2

Mobility.—“Shape America’s future by ensuring a transportation system that is
accessible, integrated, efficient, and offers flexibility of choices.”

DOT Strategic Goal #3

Economic Growth and Trade.—“Advance America’s economic growth and competi-
tiveness domestically and internationally through efficient and flexible transpor-
tation.”

DOT Strategic Goal #4

Human and Natural Environment.—“Protect and enhance communities and the
natural environment affected by transportation.”

Key OIG Contacts.—Alexis Stefani, Deputy Assistant Inspector General for Avia-
tion, 202-366-0500; Patricia J. Thompson, Deputy Assistant Inspector General for
Surface Transportation, 202-366-0687; Tom Howard, Deputy Assistant Inspector
General for Maritime and Departmental Programs, 202-366-1534; and, Todd
Zinser, Assistant Inspector General for Investigations, 202-366—-1967.
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Background

TEA-21 guarantees a record $198 billion investment over a 6-year period to main-
tain and improve America’s transportation infrastructure. Significant funding is pro-
vided for highway and transit programs, highway safety, and bridge replacement
and rehabilitation. TEA-21 provides funding for programs to protect or enhance the
environment, such as $8.1 billion for Congestion Mitigation Air Quality improve-
ments and $500 million for clean fuels. Intelligent Transportation System projects
will receive $1.3 billion to develop and deploy advanced technologies.

TEA-21 also provides increased funding for transportation research and develop-
ment on a variety of new technologies addressing critical infrastructure and safety
problems, including $228 million for university education and research programs.
Highway and transit discretionary grants funding will receive $16.7 billion for fiscal
years 1999 through 2003. Improving and expanding the highway and transit infra-
structure demands increased vigilance by the Department to guarantee the maxi-
mum impact. Because of the large influx of funds, there will be greater potential
for fraud, embezzlement and abuse. OIG is therefore increasing its oversight of the
Department’s management of significant infrastructure projects.

Audit Coverage

Since October 1, 1997, OIG issued six audit reports covering selected major high-
way and transit infrastructure projects priced at $1 billion or more (“mega
projects”). The audits focused on current costs, work completed, the accuracy of sup-
porting data, and the potential financial and schedule risks for each mega project.
As a result of these reviews, we identified lessons learned and best practices that
offer opportunities for cost-savings in future large infrastructure projects, including
the use of value engineering, the design-build contracting approach, owner-con-
t{ol&ed insurance programs, and the need for a sound financial plan. Key issues in-
clude:

—Strengthening internal controls to ensure adequate management and oversight
of the infusion of substantial additional Federal funds for surface infrastructure
projects, preventing fraud, embezzlement, and abuse of funds, Ensuring the de-
velopment of sound financial plans for high-cost transportation infrastructure
projects,

—Promoting the use of cost-saving techniques such as value engineering, design-
build procurements, and owner-controlled insurance programs,

—DMonitoring major on-going infrastructure projects concerning current costs,
work completed, and potential financial and schedule risks,

—Recording baseline data on planned mega highway and transit projects to pro-
vide timely and comprehensive information and prioritize future reviews, and

—Selecting high value projects for discretionary grants, awarded according to es-
tablished criteria.

In fiscal year 1999, OIG will continue to dedicate significant resources to assess
DOT’s oversight of infrastructure projects through baseline reviews to develop basic
data points. We also will make in-depth reviews of major construction projects and
follow up reviews on projects reviewed in previous years.

Central Artery/Ted Williams Tunnel Project.—OIG found costs to complete the
Boston Central Artery/Ted Williams Tunnel Project, which include the replacement
of a segment of urban highway and a new airport-access tunnel under Boston Har-
bor, could rise as high as $11.2 billion. We also concluded there was a likelihood
of higher-than-budgeted costs for change orders, contract awards, and consultant
costs in the absence of aggressive cost-controls. We are currently conducting a follow
up review on the project’s costs, funding, and schedule.

Completion of the Metrorail System, Washington, DC.—OIG found Federal, state,
and local funding is sufficient to pay for construction of the four segments of the
Metrorail system, with final construction costs estimated to be below the original
cost estimates. The report also disclosed that the scheduled opening of one segment
is at some risk, and another segment, though also at risk, is likely to open on time.

Cypress Freeway Project, Oakland, California.—OIG found Federal and state
funding is sufficient to pay for construction of the project, and the construction costs
may be less than state estimates.

Review of Los Angeles Metropolitan Transportation Authority Metrorail Red
Line.—OIG found the cost and schedule estimates of the Red Line are reasonable;
however, there were still funding risks. Because the Los Angeles Metropolitan
Transportation Authority (MTA) lacked an up-to-date, comprehensive Finance Plan,
the agency did not recognize it had insufficient revenues to fund all competing cap-
ital projects and commitments. FTA concurred with our recommendation to require
MTA to develop and keep current a Finance Plan. Subsequently, on May 13, 1998,
the Board adopted a Recovery Plan (Finance Plan) which identified how MTA would
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finance the cost to complete the on-going segments of the Red Line; meet its other
responsibilities, such as a court-ordered Consent Decree to improve bus service; and
fund its operating costs. OIG reviewed MTA’s Recovery Plan and found it to be rea-
sonable. We noted, however, that vigilant oversight by management will be required
to ensure that the project meets Recovery Plan goals. We will continue to monitor
the project and update previous audit work.

Interstate 15 Reconstruction Project in Utah.—OIG found the use of the Design-
Build contracting approach will enable the project to be completed ahead of sched-
ule, saving an estimated 3 years of time compared to traditional contracting meth-
ods. The project is scheduled to open 7 months before the start of the 2002 Winter
Olympic Games in Salt Lake City and surrounding environs. OIG also found the
$1.6 billion cost of the project is reasonable, but funding had not been identified to
cover all I-15 project costs. In August 1998, Utah’s Department of Transportation
requested additional Federal funding under Section 1223 of TEA-21 to cover the
identified shortfall.

Allocating Discretionary Funds.—OIG found that Departmental officials were fre-
quently not funding projects identified as the highest priority (59 percent of the
FHWA awards and 15 percent of the FAA awards), nor explaining or documenting
the rationale for these decisions. The OIG recommended that the Secretary develop
appropriate implementing guidance on allocating discretionary funds, particularly
the funding of the highest national priority projects and documentation of decision
rationale. The Department notified Congress that it would publish selection criteria
for highway discretionary programs. In addition, the Department will provide the
appropriate Committees with quarterly lists of discretionary projects selected for
funding and an explanation of how the projects were selected based on the criteria.
The Department also agreed that discretionary funding decisions should be docu-
mented appropriately, and Departmental officials will take the steps necessary to
ensure such documentation is kept.

Investigative Coverage

OIG has made the investigation of infrastructure contract/grant fraud as one of
its highest priorities. With the infusion of the tremendous amount of TEA 21 funds
into rebuilding the nation’s highways and transit facilities, the Office of Investiga-
tions has developed a TEA 21 strategy to protect the expenditure of Federal funds.
The foundation of this strategy encompasses outreach and liaison by OIG in work-
ing with FHWA, FTA, DOT grantees, and other law enforcement agencies, including
the Federal Bureau of Investigation and state criminal investigations units, to en-
sure that public monies are spent wisely and efficiently.

OIG has actively promoted measures within the Department to deter criminal ac-
tivities. For example, as a follow up to a false claims case involving a highway con-
struction project, OIG recommended that FHWA establish procedures in all States
that require a certification statement on all claims and supplemental agreements,
similar to the statement required for progress payments on highway construction
contracts. The contractor would affirm that all information contained on a claim is
true, correct, and accurate, subject to criminal prosecution for false statements. This
would aid in the prosecution of contractors who file misleading and false claims.

Contractor “Kickbacks”—An ongoing investigation by the OIG and the Federal
Bureau of Investigation led to three guilty pleas involving conspiracy, bribery, and
money-laundering. One FHWA employee was sentenced to 37 months incarceration,
3 years supervised release, and fined $5,000 for soliciting and receiving more than
$150,000 in cash and money orders from government contractors. Two contractors
have pleaded guilty to conspiracy charges on FHWA contracts involving advanced
vehicle highway technologies. A separate investigation involving the payment of gra-
tuities to an FTA grantee employee resulted in a guilty plea by the vice president
of a Cambridge, MA, construction company and charges of corruption for soliciting
and obtaining money and property.

Contractor Fraud/False Billing.—As a result of an OIG investigation, on Novem-
ber 12, 1998, in Madison, Wisconsin Federal Court, Daniel Benkert pleaded guilty
to making false statements on highway construction projects. Benkert was a super-
visor for Yahara Materials, a road construction company that also owns several ag-
gregate pits which provide materials for the construction industry. Benkert in-
structed his subordinates to prepare at least 148 false weight tickets representing
truck loads of gravel or aggregate that were never delivered, but billed, to a Fed-
eral-aid highway project.
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Maritime Infrastructure

Background

The United States is dependent on the marine transportation system for 95 per-
cent of overseas international trade and 25 percent of domestic trade. This system,
which is comprised of the nation’s waterways, ports, and intermodal connections, re-
quires coordination to operate efficiently and effectively. Although national, state,
and local government agencies share ownership, management, and operation of the
marine transportation system with the private sector, there is no coordinated na-
tional leadership. Without coordinated leadership, the nation’s mobility, safety, eco-
nomic growth, competitiveness, natural environment, and security may be adversely
impacted.

The Department of Transportation needs to provide leadership to maintain, im-
prove, and develop port, waterway, and intermodal infrastructure and services to
meet current and future needs. For example, the marine transportation infrastruc-
ture (channel depths and widths, deep-draft anchorages, portside facilities, and rail
and highway access) is not adequate to meet the nation’s growing demand for mov-
ing passengers and cargo. Maritime trade is predicted to double within the next gen-
eration with megaships, including large container vessels capable of carrying over
6,000 20-foot container equivalent units, and passenger vessels with capacities ex-
ceeding 3,000 passengers. U.S. competitiveness and economic growth will be depend-
ent upon the ability of U.S. ports to accommodate these vessels.

Since most of the nation’s channels and harbors are not naturally deep enough
to accommodate modern vessels, dredging is essential. Currently, only three U.S.
ports, all located on the West Coast, provide channel depths of 50 feet or more that
are capable of handling a fully loaded megaship. However, dredging has become con-
troversial given concerns about dredged material disposal, increasing environmental
awareness, and recognition of the sensitivity and value of the coastal ecosystems.
In addition, since many ports are publicly owned state or local entities with limited
budgets for dredging, economic issues must be resolved. The U.S. port industry is
concerned over the Supreme Court decision that the Harbor Maintenance Tax on
exports was unconstitutional. During fiscal year 1997, the trust fund generated by
this tax provided about $546 million for dredging. Effectively addressing these fac-
tors is critical to economic growth and environmental stewardship.

There is a need to develop a dedicated funding stream for maritime infrastructure
maintenance and improvements. The Congress did not approve the Administration’s
recently proposed replacement for the Harbor Maintenance Tax. Also, user fees are
unpopular and funding for system projects is administered by numerous federal
agencies. Inadequate and uncoordinated funding will adversely impact dredging,
port development, and ultimately port selection by carriers. Finding opportunities
for cost-sharing ventures and public-private partnerships to improve the maritime
infrastructure is critical to U.S. competitiveness.

The Office of Inspector General plans to review the Department’s efforts to main-
tain and upgrade the maritime infrastructure, especially as they relate to megaport
development, environmental issues, and funding mechanisms. We will focus our
work on initiatives resulting from the Department’s November 17-19, 1998, con-
ference on the Marine Transportation System.

Airport Infrastructure

Background

The majority of funds to maintain and improve the nation’s airport infrastructure
come from three sources: airport and special facility bonds, Airport Improvement
Program (AIP) grants, and passenger facility charges (PFC) on airline tickets. Air-
port industry associations estimate that through the year 2002, airports in the Na-
tional Airport System will need $10 billion annually for capital investments to main-
tain the integrity of airport infrastructure. This estimate includes all capital
projects, whether or not eligible for AIP grants.

Airports in the National Airport System are eligible for AIP grants awarded by
the FAA. AIP grants are funded through the Airport and Airway Trust Fund, which
is supported entirely by taxes on aviation users. AIP funding in fiscal year 1998 was
$1.7 billion. AIP funding for fiscal year 1999 is $1.95 billion, but only $975 million
can be obligated through March 1999 or prior to reauthorization of the AIP. FAA
gives the highest priority for AIP funds to projects that address safety, security,
noise mitigation, and rehabilitation/reconstruction of existing airfields. According to
FAA records, from 1982 through 1996, 53 percent of AIP funds were spent for run-
ways, taxiways, and aprons. The next largest use of AIP funds was noise projects,
which accounted for 11 percent of total AIP expenditures. The OIG will continue to
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review the use of airport revenue to help the FAA ensure that maximum benefits
to the flying public accrue from these funds.

Audit Coverage

In recent years, the OIG has issued a series of reports on airport infrastructure
subjects. Key issues that must still be addressed in funding airport infrastructure
needs include:

—Eliminating the prohibited diversion of airport revenues by airport sponsors,

—Strengthening prevention of fraud, waste, and abuse especially in view of the

infusion of substantial additional amounts of Federal funds for infrastructure,

—Selecting high value projects for AIP grant funds, and

—Establishing policy on PFC funding eligibility requirements.

Diversion of Airport Revenue.—The OIG has issued two reports since January
1998 identifying airport revenues used for prohibited purposes. One report found
that the local county commission diverted $2.6 million in airport generated revenue
to the county general fund for nonairport related purposes. In September 1998, OIG
notified FAA of an additional $1 million in potential revenue diversions at five air-
ports nationwide.

Airport Financial Reports.—OIG found that 4 years after Congress legislated re-
quirements associated with airport revenue use, FAA had not taken action to issue
final policies. In addition, FAA did not provide effective oversight of airport financial
reports. About 20 percent of the airport sponsors required to file reports had not
done so, and the majority of the reports that were filed contained incomplete and
inaccurate information.

The FAA Associate Administrator of Airports has made issuing final policy on the
use of airport revenue a top priority and plans to publish the policy by the end of
December 1998. In addition, FAA incorporated a specific standard on the use of air-
port revenue in the fiscal year 1999 performance plans of the Associate Adminis-
trator of Airports, the Director of Airport Safety and Standards, and the Manager
of the Airports Compliance Division. Also, FAA issued Advisory Circular (AC) No.
150/5100-19, Guide for Airport Financial Reports Filed by Airport Sponsors, on Sep-
tember 10, 1998, which updates airport financial reporting forms and instructions.

Awarding of Discretionary Funds.—FAA has developed criteria and was following
its established process for identifying and prioritizing projects for discretionary
funding. However, we found FAA sometimes direct funds to lower priority projects
within a region instead of funding the highest national priority. FAA allocated $100
million, or 15 percent of its $669 million in fiscal year 1997 discretionary funds to
lower priority projects. Also, contrary to FAA policy, some airport sponsors re-
quested discretionary funds for high priority projects while planning to use entitle-
ment funds for lower priority projects that would not compete favorably for discre-
tionary funds in the national priority system.

PFC Policy Issues.—PFCs have become an important funding source for airport
projects. However, FAA does not currently have a policy to address the funding of
“landside” projects with PFCs, such as the light-rail extension recently approved at
JFK airport. In our opinion, the FAA Administrator, prior to approving any such
PFC request, should make a determination of: (1) the extent to which the “landside”
project is likely to result in additional air transport passengers; (2) any impacts the
approval would have on the financing of airside projects related to safety, security,
capacity, or noise reduction; and, (3) whether cost sharing or the use of surface
transportation funds should be used to finance a portion of such projects. This issue
is of even more significance given the likelihood that proposals to increase the cur-
rent $3 PFC cap may be considered during the FAA reauthorization process.

TRANSPORTATION AND COMPUTER SECURITY

DOT needs to advance the nation’s vital security interest by ensuring that the
transportation system is secure and that our computer systems are safe from illegal
intrusion. Protecting the security of the traveling public is among DOT’s most chal-
lenging tasks. Transportation and computer security are linked to two DOT strate-
gic goals and one DOT corporate management strategy. They are:

DOT Strategic Goal #1

Safety—“Promote the public health and safety by working toward the elimination
of transportation-related deaths, injuries, and property damage.”
DOT Strategic Goal #5

National Security—“Advance the nation’s vital security interests in support of na-
tional strategies such as the National Security Strategy and National Drug Control
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Strategy by ensuring that the transportation system is secure and available for de-
fense mobility and that our borders are safe from illegal intrusion.”

DOT Corporate Management Strategies

Information Technology.—“Improve mission performance, data sharing, system in-
tegrity, communications, and productivity through deployment of information sys-
tems which are secure, reliable, compatible, and cost effective now and beyond the
Year 2000.”

Key OIG Contacts.—John Meche, Deputy Assistant Inspector General for Finan-
cial, Economic, and Information Technology, 202-366-1496; and Alexis Stefani, Dep-
uty Assistant Inspector General for Aviation, 202-366—0500.

Background

Presidential Decision Directives 62 and 63, dated May 22, 1998, require Federal
agencies to implement a more systematic approach to fighting terrorism, secure
their critical information systems and facilities within 2 years, and assist industries
to secure the national transportation infrastructure within 5 years. The U.S. trans-
portation system includes 3.9 million miles of public roads, 1.5 million miles of oil
and natural gas pipelines, 123 thousand miles of major railroads, over 24 thousand
miles of commercially navigable waterways, over 5 thousand public-use airports, 508
public transit operators in 316 urbanized areas, and 145 major ports on the coasts
and inland waterways. The ability to prevent terrorist attacks within this vast sys-
tem, and fraudulent intrusions into computer systems must be strengthened.
Vulnerabilities of the information and communications infrastructure also affect
every aspect of the transportation industry.

Civil aviation security remains a top priority. In February 1997, the White House
Commission on Aviation Safety and Security reported to the President and made
31 recommendations to improve security for travelers. FAA was responsible for im-
plementing 21 of the recommendations. As of October 1998, FAA has completed ac-
tions on 10 of the recommendations and improvements to address the remaining
recommendations are in-progress.

Audit Coverage

In recent years, OIG has issued reports on aviation and computer security high-
lighting various weaknesses. Key elements of these issues are:

—Reducing the vulnerabilities in airport security controls,

—Enhancing the use of new technologies such as explosives detection equipment,

—Improving compliance with shipping requirements related to hazardous mate-

rials and dangerous goods, and

—Developing staff expertise and technical capabilities to detect intrusions to DOT

and FAA computer networks and acting to reduce vulnerabilities.

In addition, OIG testified on aviation and computer security issues requiring im-
mediate DOT attention.

Airport Security.—OIG reported that airports and air carriers were not complying
with access control and challenge requirements, and passenger screening checkpoint
operators failed to detect improvised explosives devices at an alarming rate. OIG is
currently conducting audits of FAA’s oversight of the aviation industry’s compliance
with airport access control requirements, and passenger profiling and checked bag-
gage screening requirements.

Deployment of Explosives Detection Equipment.—A 1998 audit of FAA’s deploy-
ment of explosives detection equipment found that air carriers were underutilizing
the equipment already deployed for screening checked baggage, and the equipment
performance in airports differed from its performance during certification testing.
OIG continues to monitor FAA’s explosives detection equipment deployment activi-
ties and progress.

Dangerous Goods/Cargo Security.—A 1997 audit found substantial rates of non-
compliance with dangerous goods regulations and cargo security requirements dur-
ing assessments and tests of air carrier and airfreight forwarders operations. Also,
a 1997 OIG/FAA joint review of air courier operations found compliance with cargo
security requirements unacceptable and controls over air courier shipments inad-
equate.

Aviation Security.—In May 1998, OIG testified that to meet current and future
threats to aviation security, FAA needs an integrated strategic plan to guide its ef-
forts and prioritize funding needs. The strategic plan should include a balanced ap-
proach covering basic research, equipment deployment and use, certification and op-
erations testing processes, data collection and analysis on actual operator perform-
ance, and regulation and enforcement of aviation security requirements.

Computer Security.—In August 1998, OIG testified that DOT had not obtained as-
surances of compliance with DOT security requirements from outside users of its
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computer networks, and only 1 of the 20 major DOT networks had been certified
as secured. FAA also needs to implement more sophisticated network security meas-
ures when modernizing the National Airspace System with open system and com-
mon network technologies. Physical security over the Host computers in the en-
route centers needs to be improved to avoid losing both the primary and backup
computers to a single catastrophic event.

FINANCIAL ACCOUNTING/CHIEF FINANCIAL OFFICERS ACT

DOT has made significant progress in improving its financial accounting and re-
porting systems. The President has established a goal to earn an unqualified audit
opinion on the Governmentwide fiscal year 1999 financial statements. The Depart-
ment also has adopted this goal for its financial statements. Three major issues
stand in the way of DOT receiving an unqualified opinion on its financial state-
ments, the most challenging being the FAA property and equipment accounts total-
ing about $12 billion. FAA cannot implement a reliable and credible cost accounting
system until it receives an unqualified opinion on its financial statements. The De-
partment has developed a plan to correct problems with its property and equipment
accounts. Sound financial accounting is a key corporate management strategy in the
Department.

DOT Corporate Management Strategy

Resource and Business Process.—“Foster innovative and sound business practices
as stewards of the public’s resources in our quest for a fast, safe, efficient, and con-
venient transportation system.”

Key OIG Contact.—John Meche, Deputy Assistant Inspector General for Financial,
Economic, and Information Technology, 202-366-1496.

Background

Four Federal statutes have established new standards for financial accounting
and reporting by federal agencies, starting with the Chief Financial Officers Act of
1990 (CFO). These laws aim to improve financial management, control of funds, and
reliability of financial information. Pertinent laws adopted subsequent to the CFO
Act include the Government Performance and Results Act of 1993, the Government
Management Reform Act of 1994, and the Federal Financial Management Improve-
ment Act of 1997.

Audit Coverage

Since passage of the CFO Act, OIG has issued 33 audit reports on DOT financial
statements. Those reports made 295 recommendations regarding 196 findings.

OIG’s most current work includes three audit reports in March 1998 on DOT’s fis-
cal year 1997 Financial Statements; the DOT Consolidated Financial Statements,
and the financial statements for the Federal Aviation Administration and the High-
way Trust Fund. Major financial areas that need to be addressed are:

—Developing and implementing a plan for FAA to account for and value its prop-
erty and equipment, including its multi-billion dollar work-in-process accounts
for Air Traffic Control Modernization,

—Computing a reliable estimate of Coast Guard’s future liability for military re-
tirement pay and health care costs, and

—Ensuring that the Treasury Department develops adequate support for trust
fund revenues and account balances totaling $28 billion.

We also reported that the Department’s core accounting system did not support
the financial statements, and the Department does not have a cost accounting sys-
tem in place. For fiscal year 1998 financial statements, cost accounting systems are
needed to provide cost information to evaluate program accomplishments and per-
formance measures included in the Department’s Strategic Plan.

With respect to FAA, on December 2, 1998, we identified three major issues
standing in the way of FAA getting an unqualified audit opinion on its financial
statements.

—The work-in-process account, with a current balance of $3.7 billion, includes er-
roneous cost data and projects that were completed over 5 years ago. Only ac-
tive projects should be in this account.

—FAA cannot provide supporting documentation for its real property (land, build-
ings and structures) valued at $2.5 billion, and must use alternative procedures
to compute supportable real property values.

—Personal property (equipment) was valued at $4.4 billion, but FAA cannot sup-
port its acquisition costs because much of the costs were “written off” as operat-
ing expenses.
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At this late stage, there are no easy solutions. Hard work, effective teamwork, ac-
countability, and operating with a sense of urgency are a must. DOT and OIG are
working together closely to correct problems identified in audits. Some fixes will be
time consuming and costly. Further, some of DOT’s financial management systems
are out of date and are in the process of being replaced. The Department is develop-
ing temporary processes to provide adequate support for financial statements until
old systems are replaced.

AMTRAK FINANCIAL VIABILITY/MODERNIZATION

Congress created the National Passenger Railroad Corporation, “Amtrak”, in 1971
to provide a national system of modern intercity passenger rail. Since its creation,
it has been the shared goal of Congress and Amtrak for the service to operate with-
out Federal operating assistance. However, Amtrak has continued to rely heavily on
Federal funds to cover its annual operating losses. Amtrak’s current plans are to
eliminate the need for this assistance by the end of fiscal year 2002 because it is
uncertain how much longer, and to what extent, Congress will be willing to provide
operating assistance. Amtrak modernization is closely linked to three DOT strategic
goals. They are:

DOT Strategic Goal #2

Mobility.—“Shape America’s future by ensuring a transportation system that is
accessible, integrated, efficient, and offers flexibility of choices.”

DOT Strategic Goal #3

Economic Growth and Trade.—“Advance America’s economic growth and competi-
tiveness domestically and internationally through efficient and flexible transpor-
tation.”

DOT Strategic Goal #4

Human and Natural Environment.—“Protect and enhance communities and the
natural environment affected by transportation.”
Key OIG Contact.—Mark Dayton, Director, Technical Staff, 202-366-2001.

Background

Section 202 of the Amtrak Reform and Accountability Act of 1997 (ARAA) directed
the Office of Inspector General to contract with an independent entity to conduct
a complete analysis of Amtrak’s financial needs through fiscal year 2002. The con-
tract was awarded in May 1998 and a final report has been issued. The law requires
the OIG to monitor the contractor’s progress and to perform such overview and vali-
dation or verification of data as is necessary to assure that the independent assess-
ment meets the requirements of the ARAA.

The assessment validated Amtrak’s reporting of its current financial status and
reviewed Amtrak’s systems for financial reporting. A key element of the assessment
was to analyze Amtrak’s Strategic Business Plan to determine whether its projec-
tions for achieving self-sufficiency by the end of fiscal year 2002 were reasonable.
The assessment reviewed Amtrak’s estimates of capital needs and produced alter-
native capital requirements scenarios. The assessment compared the various esti-
mates of capital needs to projected available capital investment resources to identify
any potential funding shortfalls.

Audit Coverage

OIG has performed several Amtrak-related reviews in recent years. Significant
issues that must be addressed include:
—Implementing substantial infrastructure improvements to the Northeast Cor-
ridor in order to realize the projected benefits of high-speed rail service, and
—Mitigating the risks in Amtrak’s Strategic Business Plan. Amtrak has signifi-
cant capital needs and the projected level of Federal funding between fiscal year
1999 and fiscal year 2003 is likely to fall short of needs by $0.5 billion to $1.8
billion. To the extent that Amtrak’s operating losses are greater than projected,
this capital shortfall will increase as Amtrak will need to use more of its Fed-
eral funding to cover operating losses, leaving less for capital spending. Am-
trak’s plans, if not adjusted, will result in operating losses in fiscal year 2003
and beyond that will likely require continued Federal operating support.
High-Speed Rail in the Northeast Corridor.—Amtrak plans to begin high-speed
rail service in October 1999. When fully implemented, service between Boston and
New York will take 3 hours, 10 minutes and service between New York and Wash-
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ington, D.C. will take 2 hours, 45 minutes.! Amtrak’s original 1995 budget for
trains, maintenance facilities, and infrastructure improvements was $1.9 billion; by
October 1998 it had grown to $2.47 billion. Delays in the electrification project con-
struction schedule will make the October 1999 start-up date a challenge, but it is
one Amtrak is confident will be met. Finally, if they are not addressed, an estimated
$3.2 billion in remaining Northeast Corridor infrastructure needs will negatively af-
fect the speed and reliability of this service, which will ultimately stifle ridership
and constrain revenues. As Amtrak attempts to meet its congressional mandate of
becoming operationally self-sufficient by the end of fiscal year 2002, high-speed rail
revenues are expected to play a critical role.

Independent Assessment of Amitrak.—This was completed in November 1998, and
assessed the likelihood that Amtrak will meet its goal of achieving operating self-
sufficiency by the end of fiscal year 2002. We reviewed the projections in Amtrak’s
Strategic Business Plan to determine whether the actions Amtrak has specified as
a means of reaching this goal are reasonable. We found that portions of the plan
are at risk, and that if the plan were followed without modification, Amtrak’s cash
loss over the period fiscal year 1999 to fiscal year 2003 would be $0.8 billion higher
than forecast in the plan, $2.9 billion versus $2.1 billion. We fully expect that Am-
trak will make adjustments to its business plan, as it has in fiscal year 1998, and
replace nonperforming activities with new activities to increase revenues or decrease
costs, thereby mitigating at least some of this additional loss.

Amtrak has estimated its capital needs total between $3.9 billion and $4.7 billion
for the period fiscal year 1999 through fiscal year 2003. Expected Federal funding
during this period is $2.2 billion which would result in a funding shortfall of at least
$1.7 billion. We believe Amtrak’s bare minimum capital needs total $2.7 billion, but
recommend a higher level to sustain Amtrak beyond fiscal year 2003 and provide
funds to invest in new business ventures. This level would be between $3 and $4
billion during the period fiscal year 1999-fiscal year 2003. We note that the funding
shortfall for even meeting minimum needs would total $0.5 billion. These projected
shortfalls assume that Amtrak’s operating losses would not exceed what it projects
in its business plan. If they do, Amtrak will need to use more of its capital funding
to offset the losses, which would further deplete the amount of funding available for
capital investment.

The Amtrak Board is aware of the risk and has informed the OIG that it has al-
ready initiated changes to the Strategic Business Plan that will eliminate at least
$390 million of at-risk revenues and cost reductions cited in the assessment.

The ARAA requires the OIG to assess Amtrak’s 1999 Strategic Business Plan.
OIG has taken note of the Amtrak Board’s observations, concerns, and changes to
its Strategic Business Plan, and will address their validity during the next phase
of OIG’s congressional mandate.

DOT IMPLEMENTATION OF GPRA

Many of DOT’s outcomes such as improved safety, reduction in fatalities and inju-
ries, and well-maintained highways depend in large part on actions taken and as-
sistance provided by third parties outside the Department, including other Federal
agencies, states, and various components of the transportation industry. Their as-
sistance will be critical in meeting DOT’s goals. Another major factor that will im-
pact DOT’s ability to achieve its goals is the effective utilization of human resources.
DOT must effectively manage the workforce, recruit highly qualified individuals for
vacant positions, and provide requisite technical and other training in order to suc-
cessfully meet the management, safety, and efficiency challenges facing the U.S.
transportation system.

Key OIG Contact.—Mark Dayton, Director, Technical Staff, 202-366—-2001.

Background

GPRA required the development, by all Federal agencies, of 5-year strategic plans
and annual performance plans and reports. DOT issued its first strategic plan in
September 1997, and its first performance plan for fiscal year 1999 in February
1998. In a rating of agency plans by Congress, both were found to be the best among
those submitted by 24 Federal agencies. Nevertheless, the General Accounting Of-
fice has identified several weaknesses in these plans, especially in the area of cross-
cutting issues and the verifying and validating of performance data. The Depart-
ment’s first performance report to Congress is due March 31, 2000.

1Current running times are: 4 hours, 45 minutes (New York to Boston); 3 hours, 2 minutes
(New York to Washington, DC)
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Audit Coverage

In fiscal year 1998, we issued 19 audit reports that addressed DOT’s implementa-
tion of GPRA. Although DOT’s strategic and performance plans were highly rated,
we identified a number of programmatic and/or operational areas requiring improve-
ment. Some of the areas include:

—Establishing performance goals and measures for: (1) FAA’s personnel reform
initiatives and runway incursion program, (2) USCG’s oversight of private sec-
tor oil spill response capabilities, and (3) FRA’s commuter rail safety require-
ments,

—Completing performance goals and measures for: (1) the diversion of airport rev-
enue, and (2) risk of terrorism to U.S. passengers at foreign and domestic ports
and waterfront facilities, and

Improving performance goals and measures for: (1) FAA’s contract tower program,
and (2) DOT’s and FAA’s fiscal year 1997 Financial Statements.

As stated in DOT’s fiscal year 1999 performance plan, OIG will selectively: (1)
verify and validate performance data, and (2) assess performance measures to deter-
mine their appropriateness for measuring progress toward stated goals. Moreover,
to further enhance our work in this area, we have developed a 2-day course on au-
diting GPRA implementation. This course, which is being given to all audit staff,
addresses relevant GPRA regulations, policies, and guidelines; OIG oversight re-
sponsibilities; and approaches for auditing performance goals, measures, and data.
To date, nearly 50 auditors have received the training.

BIBLIOGRAPHY
AVIATION SAFETY

Staffing: Reductions in the Number of Supervisors Will Require Enhancements to
FAA’s Controller-in-Charge Program, OIG Report Number AV-1999-020, November
16, 1998

FAA Aviation Industry Notification Regarding Testing Specifications for Threaded
Fasteners and Components, OIG Report Number AV-1998-177, July 17, 1998

FAA Deviations and Exemptions to Safety-Related Regulations, OIG Report Num-
ber AV-1998-171, July 16,1998

Status of the FAA 90-Day Safety Review Recommendations, Joint OIG/FAA, Re-
port Number AV-1998-090, March 3, 1998

Report on Audit of the Runway Incursion Program, OIG Report Number AV-
1998-075, February 9, 1998

Avoiding Aviation Gridlock and Reducing the Accident Rate: A Consensus for
Change, National Civil Aviation Review Commission, December 1997

Airport Certification Program, OIG Report Number AV-1998-025, November 21,
1997

Statement of Kenneth M. Mead, Inspector General, Before the Subcommittee on
Aviation, Committee on Transportation and Infrastructure, U.S. House of Rep-
resentatives, Federal Aviation Administration’s Runway Incursion Program, Report
Number AV-1998-015, November 13, 1997

Management Advisory on Aviation Inspection Program, OIG Report Number AV—
1998-005, November 4, 1997

FAA 90 Day Safety Review, FAA, September 16, 1996

Targeting and Training of FAA’s Safety Inspector Workforce, GAO Report Num-
ber GAO/T-RCED-96-26, April 30, 1996

Data Problems Threaten FAA Strides on Safety Analysis System, GAO Report
Number GAO/AIMD-95-27, February 8, 1995

Aviation Inspector Program, OIG Report Number R6-FA-2-084, May 29, 1992

Aviation Safety: Needed Improvements in FAA’s Airline Inspector Program are
Underway, GAO Report Number GAO/RCED-87-62, May 19, 1987

SURFACE TRANSPORTATION SAFETY

Safety Assurance and Compliance Program, OIG Report Number TR-1998-210,
September 30, 1998

Hazardous Materials Registration Program, OIG Report Number TR-1998-110,
April 3, 1998

Inspection of Federally Owned Bridges, OIG Report Number TR-1998-079, Feb-
ruary 11, 1998

Motor Carrier Safety Program, OIG Report Number AS-FH-7-006, March 26,
1997



60

YEAR 2000 COMPUTER ISSUES

The Year 2000 Computer Program and Computer Security Challenges, OIG Re-
port Number FE-1998-187, August 25, 1998

Testimony on the Year 2000 Computer Program and Computer Security Chal-
lenges, August 6, 1998

The Year 2000 Computer Challenges, OIG Report Number FE-1998-068, Feb-
ruary 23, 1998

Testimony on the Year 2000 Challenges for the Air Traffic Control System, Feb-
ruary 4, 1998

Assessing the Year 2000 Computer Problem, OIG Report Number FE-1998-053,
December 18, 1997

Management Advisory on Year 2000 Computer Problem, OIG Report Number FE—
1998-027, November 26, 1997

AIR TRAFFIC CONTROL MODERNIZATION

Using the Direct Access Radar Channel During the Host Replacement Program,
OIG Report Number AV-1999-030, November 30, 1998

Wide Area Augmentation System, OIG Report Number AV-1998-189, August 10,
1998

Report on Implementation of Cost Accounting System, OIG Report Number FE—
1998-186, August 10, 1998

STARS Main Display Monitors, OIG Report Number AV-1998-169, July 9, 1998

Wide Area Augmentation System, OIG Report Number AV-1998-117, May 13,
1998

Report on FAA’s Advanced Automation System, OIG Report Number AV-1998—
113, April 15, 1998

Statement of Kenneth M. Mead, Inspector General, Before the Subcommittee on
Aviation, Transportation and Infrastructure, U.S. House of Representatives, Air
Traffic Control Modernization, OIG Report Number AV-1998-089, March 5, 1998

Management Advisory on Deployment Readiness Review, OIG Report Number
AV-1998-041, December 8, 1997

FAA’s Standard Terminal Automation Replacement System (STARS), OIG Report
Number AV-1998-012, November 12, 1997

Testimony on Observations on the Federal Aviation Administration’s Plan to Use
Satellite Technology for Air Traffic Management, OIG Report Number AV-1998-
001, October 17, 1997

Air Traffic Control: Complete and Enforced Architecture Needed for FAA Systems
Modernization, GAO Report Number: GAO/AIMD-97-30, February 3, 1997

Air Traffic Control: Improved Cost Information Needed to Make Billion Dollar
Modernization Investment Decisions, GAO Report Number: GAO/AIMD-97-20, Jan-
uary 22, 1997

FAA FINANCING

Implementation of Cost Accounting System, OIG Report Number FE-1998-186,
August 10, 1998

FAA Control of Appropriations, OIG Report Number FE-1998-167, July 6, 1998

FAA Formal Reprogramming of Facilities and Equipment Appropriations, OIG
Report Number FE-1998-132, May 7, 1998

FY 1997 Financial Statements, OIG Report Number FE-1998-098, March 25,
1998

Management Advisory Memorandum on Resource Requirements Planning for Op-
erating and Maintaining the National Airspace System, OIG Report Number AS-
FA-7-004, January 13, 1997

SURFACE, MARINE, AND AIRPORT INFRASTRUCTURE NEEDS

Review of Interstate 15 (I-15) Reconstruction Project in Utah, OIG Report Num-
ber TR-1999-028, November 24, 1998

Review of Alameda Corridor Project, OIG Report Number TR-1999-010, October
16, 1998

Completion of the Metrorail System-Washington, DC, OIG Report Number TR-
1998-213, September 30, 1998

Cypress Freeway Project, Oakland, California, OIG Report Number TR-1998-212,
September 30, 1998

Airport Financial Reports, OIG Report Number AV-1998-201, September 11,
1998



61

Imperial County Airport Hotline Complaint, OIG Report Number AV-1998-196,
September 1, 1998

Coolidge Municipal Airport Hotline Complaint, OIG Report Number AV-1998-
195, August 28, 1998

Awarding Discretionary Funds in the U.S. Department of Transportation, OIG
Report Number MA-1998-155, June 12, 1998

Review of Los Angeles Metropolitan Transportation Authority Metrorail Red Line,
OIG Report Number TR-1998-154, June 12, 1998

Central Artery/Ted Williams Tunnel Project, OIG Report Number TR-1998-109,
April 3, 1998

Diversion of Airport Revenue, Augusta-Richmond County Commission, OIG Re-
port Number AV-1998-093, March 12, 1998

Application to Impose and Use a Passenger Facility Charge for a Light Rail Sys-
tem at JFK Airport, January 21, 1998

TRANSPORTATION AND COMPUTER SECURITY

Deployment of Explosives Detection Systems, OIG Report Number AV-1999-001,
October 5, 1998

Security for Passenger Terminals and Vessels, OIG Report Number MA-1998—
204, September 11, 1998

The Year 2000 Computer Program and Computer Security Challenges, OIG Re-
port Number FE-1998-187, August 25, 1998

Testimony on the Year 2000 Computer Program and Computer Security Chal-
lenges, August 6, 1998

Dangerous Goods/Cargo Security Program, OIG Report Number AV-1998-178,
July 23, 1998

Efforts to Improve Airport Security, OIG Report Number R9-FA-6-014, July 3,
1998

Maritime Security Program, OIG Report Number MA-1998-156, June 12, 1998

Management Advisory on Review of Security Controls Over Air Courier Ship-
ments, OIG Report Number AV-1998-149, June 2, 1998

Testimony Before the Subcommittee on Aviation, Committee on Transportation
and Infrastructure, U.S. House of Representatives, Aviation Security, OIG Report
Number AV-1998-134, May 27, 1998

FAA Administration of Security Guard Contracts, OIG Report Number AV-1998—
113, April 17, 1998

FINANCIAL ACCOUNTING/CHIEF FINANCIAL OFFICERS ACT

FAA Report on Implementation of Cost-Accounting System, OIG Report Number
FE-1998-186, August 10, 1998

Actuarial Estimates for Retired Pay and Health Care Cost, OIG Report Number
FE-1998-151, June 2, 1998

FY 1997 Consolidated Financial Statements, OIG Report Number FE-1998-105,
March 31, 1998

FY 1997 Highway Trust Fund Financial Statements, OIG Report Number FE-
1998-099, March 27, 1998

FY 1997 Financial Statements, OIG Report Number FE-1998-098, March 25,
1998

AMTRAK FINANCIAL VIABILITY/MODERNIZATION

Summary Report on the Independent Assessment of Amtrak’s Financial Needs
Through fiscal year 2002, OIG Report Number TR-1999-027, November 23, 1998

Statement of Kenneth M. Mead, Inspector General, Before the Subcommittee on
Transportation, Committee on Appropriations, U.S. Senate, Assessing Amtrak’s Fu-
ture, Report Number TR-1998-095, March 24, 1998

DOT COMPLIANCE WITH GPRA

Personnel Reform: Recent Actions Represent Progress But Further Effort Is Need-
ed To Achieve Comprehensive Change, OIG Report Number AV-1998-214, Septem-
ber 30, 1998

Airport Financial Reports, OIG Report Number AV-1998-201, September 11,
1998

Security for Passenger Terminals and Vessels, OIG Report Number MA-1998-
204, September 11, 1998

Postgraduate Training Program, OIG Report Number MA-1998-148, May 26,
1998



62

lgggderal Contract Tower Program, OIG Report Number AV-1998-147, May 18,

Management Advisory on Hazardous Materials Registration Program, OIG Report
Number TR-1998-110, April 3, 1998

FY 1997 Consolidated Financial Statements, OIG Report Number FE-1998-105,
March 31, 1998

FY 1997 Highway Trust Fund Financial Statements, OIG Report Number FE-
1998-099, March 27, 1998

FY 1997 Financial Statements, OIG Report Number FE-1998-098, March 25,
1998

Diversion of Airport Revenue, Augusta-Richmond County Commission, OIG Re-
port Number AV-1998-093, March 12, 1998

Results Act: Observations on the Department of Transportation’s Annual Perform-
ance Plan for fiscal year 1999, GAO Report Number GAO/RCED-98-180R, March
12, 1998

Passenger Origin-Destination Data Submitted by Air Carriers, OIG Report Num-
ber AV-1998-086, February 24, 1998

Inspection of Federally Owned Bridges, OIG Report Number TR-1998-079, Feb-
ruary 11, 1998

Report on Passenger Rail Safety Emergency Orders, OIG Report Number TR-
1998-078, February 10, 1998

Runway Incursion Program, OIG Report Number AV-1998-075, February 9, 1998

Management Advisory on Selected Chief Information Officer Functions, OIG Re-
port Number FE-1998-049, December 16, 1997

Management Advisory on Unexpended Obligations on Complete and Inactive
Highway Projects, OIG Report Number TR-1998-045, December 11, 1997

FAA’s Runway Incursion Program, Statement by Kenneth Mead before the House
Subcommittee on Aviation, OIG Report Number AV-1998-015, December 8, 1997

Airport Certification Program, OIG Report Number AV-1998-025, November 21,
1997

Management Advisory Report on the Oversight of Private Sector Oil Spill Re-
sponse Capabilities, OIG Report Number MA-1998-006, October 15, 1997

Results Act: Observations on the Department of Transportation’s Draft Strategic
Plan, GAO Report Number GAO/RCED-97-97-208R, July 30, 1997

STATEMENT OF PETER J. BASSO

Senator SHELBY. Mr. Basso.

Mr. Basso. Thank you, Mr. Chairman. If I might just take a
minute of personal privilege myself, Mr. Chairman and Senator
Lautenberg. I have been with the Department for over 30 years. It
is the first opportunity that I have had to appear before this com-
mittee, having been confirmed by the U.S. Senate. I want to take
a moment to thank you, Mr. Chairman, and you, Senator Lauten-
berg, for both your guidance and your support through that proc-
ess.

Senator SHELBY. You folks know he is going to be here 2 more
years anyway.

Mr. Basso. Yes.

Senator LAUTENBERG. I am going to be hanging on by my—
[Laughter.]

Mr. Basso. In that regard, Senator Lautenberg, we have had a
chance to work together for many years. You have always given us
tremendous support and advice. On behalf of the Secretary and
myself, I would like to acknowledge that support here.

Mr. Chairman, members of the subcommittee, it is a pleasure to
be here this morning and to address issues that really are top pri-
orities of the Department. We face a variety of challenges, but we
are focusing strategically and smartly on those issues.

As a Nation, we face growing travel demand, demographic
changes that seriously challenge the transportation system. High-
way miles that are traveled will grow 25 percent by the year 2010.
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Commercial aircraft operations will likewise grow 25 percent. Pop-
ulations most at risk on our highways will grow. As our economy
grows, demand for freight transportation will continue to rise.

As Secretary Slater has often said, transportation safety is and
should be the Department’s top priority. Last year there were near-
ly 42,000 Americans killed and 3.4 million were injured on our
roads. As highway crashes remain the leading cause of death for
people ages 6 to 27, we must do better at the Department. We
know that seat belts and child safety seats work. Today the seat
belts save over 10,000 lives annually, but again we must do better.

Annually 5,000 people die in crashes involving heavy trucks, and
Senator Lautenberg, I want you to know on the bus issue, we are
particularly mindful of those issues and are taking specific steps to
try to address those more effectively. In that regard, 5,000 deaths
a year is totally unacceptable. We have to take steps. We have to
break through that ceiling and make changes.

As the Inspector General noted, there were no fatal crashes of
U.S. scheduled airlines last year, and that is significant. But we
again need to do better and make the processes better that will en-
sure that our skies are safer and that continues to be the watch-
word in the future.

Grade crossing and rail trespasser accidents present tough prob-
lems, but DOT will continue its successful partnerships and ad-
vance public awareness on those efforts.

In hazardous materials one of the things that I think we are
doing that is very effective is, having joined with the Inspector
General and various staffs of the Department, we are conducting
a very rigorous program evaluation of our hazardous materials pro-
grams throughout the Department and, hopefully, using the GPRA
process, will make progress in those areas as well.

On the question of investment, investment in transportation in-
frastructure is critical to the Nation’s economic prosperity and
quality of life. At DOT, we have taken a number of steps to control
the management of the larger dollar projects. We know there are
many challenges in the long term that need to be met.

Financing of our aviation system needs is a critical priority. We
want to work with the Congress to establish cost-based user fees
for air traffic control operations, and we are committed to imple-
menting an effective cost accounting system that can be relied on
anddthat allows our financial statements to be creditable in that re-
gard.

Financing for Amtrak has certainly been mentioned here. It is a
significant priority. Amtrak needs to increase its revenue and re-
duce its operating costs, and we are here to try to help them do
that as best we can.

We have learned several lessons along the way toward moderniz-
ing our assets as well. FAA has put in place several new tools to
better manage its acquisitions and the Coast Guard analyzed its
options for modernizing its deepwater assets. We have taken into
account the GAO recommendations and are implementing them
vigorously.

On the Y2K issue, one of the things I would note is the Depart-
ment received a failing grade just the other day on this issue. I am
here to tell you this morning that I feel, Mr. Chairman, we will
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make, by the end of March, the significant breakthrough progress
we need to demonstrate that we will get to where we need to get
on time and in proper order. Senator Stevens, I am mindful of a
particular issue that affects Alaska in that regard, and the Coast
Guard is working diligently to address that issue. I want you to
know that.

On our corporate management strategies, to help meet the chal-
lenges, DOT is taking performance planning very seriously. We
have over 60 ambitious performance goals which deal with out-
comes, not output. We are tracking progress toward our plan in fis-
cal year 1999 and will be using program evaluations to assess
DOT’s contribution to the outcomes that we intend to achieve. We
are putting customers first. We are cutting red tape, empowering
employees, using the principles the Vice President laid out in the
National Performance Review, and we can point to the FAA per-
sonnel and procurement reforms as starting to make progress and
demonstrate results.

Finally, as the CFO of the Department, I am committed to deliv-
ering for fiscal year 1999 unqualified financial statements. I feel it
is a personal responsibility, and we are working collaboratively and
effectively with the Inspector General and with the Federal Avia-
tion Administration and the Coast Guard to ensure that that hap-
pens.

We are bringing together intermodal energy and expertise to
bear on transportation problems that will create efficiencies and le-
verage the diversity of the talents we have in the Department.

In closing, Mr. Chairman, I think we have made significant
progress in making management a top priority. We are advancing
transportation safety. We are addressing the Y2K problem, focus-
ing our attention on acquisitions and investment. We are develop-
ing sound financial proposals for our programs, and we will develop
creditable accounting systems. These remain challenges, but we are
approaching them aggressively as one Department of Transpor-
tation and we look forward to working with the Congress.

PREPARED STATEMENT

Thank you, Mr. Chairman. I would be happy to answer your
questions.

Senator SHELBY. Thank you, Mr. Secretary.

[The statement follows:]

PREPARED STATEMENT OF PETER J. BASSO

Mr. Chairman, Members of the Subcommittee. Thank you for the opportunity to
testify on management issues, challenges and accomplishments of the Department
of Transportation.

OVERVIEW

In the 21st century, Americans will compete in a global marketplace. This mar-
ketplace will be fiercely competitive, and our success as a Nation will be determined
in part on how safely, reliably and cost-effectively we can move people, goods and
information. Americans demand mobility and we have an obligation to provide a
transportation system that meets both our economic and mobility requirements in
the next century in a safe and environmentally friendly way.

As we look to the future, it is clear that our nation’s transportation system faces
a number of challenges.
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We face rapidly-growing travel demand. One measure of this demand is that the
Federal Aviation Administration forecasts that over the next ten years the number
of commercial aircraft operations will grow by 25 percent. Virtually every segment
and activity in aviation will grow correspondingly, placing similar demands on
FAA’s safety and operational programs. Another measure is vehicle miles of travel,
also projected to grow by another 25 percent—to 3 trillion—over the same ten year
period. And similarly, the overall demand for freight transportation is rising due to
the continued expansion of the economy and higher consumer incomes.

We face challenges in improving transportation safety. The so-called easy safety
improvements, such as roadway and vehicle design, have been largely made and we
now face the tougher issues of changing behavior (by getting people to buckle-up,
and reducing drunk driving) and of dealing with the transportation safety needs of
an aging population.

The populations most likely to be affected by highway-related fatalities and inju-
ries are growing. The number of new drivers is expected to grow 19 percent by the
year 2020 and the number of older drivers is expected to grow 56 percent by the
year 2020.

Despite the substantial progress we have made, we see increasing needs for effi-
ciency and environmental preservation. For example, larger numbers of businesses
seek to make our national transportation infrastructure part of their assembly lines
with “just in time” inventory techniques.

Our nation’s population continues to grow. The Bureau of the Census estimates
that by 2020, just a little over 20 years away, 53 million more Americans—and the
goods needed to support them—will be competing for space on our transportation
systems.

MANAGEMENT

The Clinton Administration has made management of the Federal Government a
top priority. In creating the National Partnership for Reinventing Government
(NPR) the Administration committed itself to a new contract with the American peo-
ple, a guarantee of effective, efficient and responsive government. We in DOT strive
to be excellent managers of DOT’s resources, ensuring that we deliver programs
that customers want with maximum efficiency, and that we manage for results—
the mandate of the Government Performance and Results Act (GPRA). To determine
how to best deliver programs we emphasize customer involvement, set goals, and
measure progress against these goals to determine if we are effective and efficient.
The Department has been aggressively implementing GPRA since 1994. Our plans
identify outcomes we seek to effect and describe how we use our resources to achieve
those outcomes. Largely as a result of this focus, both the Department’s strategic
and performance plans received high marks from those who reviewed them.

The Department has also aggressively implemented the recommendations of the
NPR. As part of this Administration’s emphasis on good management, the NPR rec-
ommendations focused on putting customers first, cutting red tape and empowering
employees. As an example of the Department’s NPR successes the FAA, using spe-
cial authorities granted by the Congress, has cut hiring times for all positions, and
reduced the number of job descriptions by more than half. And since 1996 the FAA’s
new Acquisition Management System has cut in half the time it takes to award
major contracts without sacrificing the integrity of the acquisition process.

Another example is our reinvention of procurement. Among all government agen-
cies, DOT is a leading user of credit cards for small purchases. In addition, the In-
formation Technology Omnibus Procurement (ITOP) program is delivering a wide
range of information technology services in record time and providing highly quali-
fied, proven support to DOT and other federal agencies. ITOP has streamlined the
procurement process by allowing the use of oral proposals, limiting source selection
criteria, and reducing the amount of paperwork for technical proposals. ITOP is also
creating a data base of references to assist customers in evaluating contractors’ past
performance when making a decision on future contracts. ITOP has proven its suc-
cess. Initially granted authority by GSA for up to $1.13 billion over seven years, the
program has been so successful that it has used up this level in less than three
years. ITOP-II was recently provided with authority for $10 billion over seven
years, and DOT made all of the awards to contractors in late January. Similar con-
tracts for other services are being modeled on this successful effort.

The Department has also cut red tape in administering the employee transit bene-
fit program, by signing service agreements with other Federal agencies to admin-
ister their programs and distribute benefits to their employees. Just last month, the
Department announced the receipt of an award to manage the program for the
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House of Representatives—possibly a first in providing such services across
branches of the government.

We have one transportation system, and to make it work better requires a ONE
DOT approach. The Department is improving its internal management to bring
intermodal energy and expertise to bear on all transportation problems. We’ve made
“working better together” explicit both through our ONE DOT efforts and through
the Secretary’s Management Council. Our ONE DOT corporate management strat-
egy is of special note. This strategy encourages collaboration across modes and agen-
cies at all levels. It promotes efficiency and creativity, and instills in our employees
the sense that they represent not just their operating administration but the whole
Department and the nation’s transportation system. This innovative team thinking
has led to intermodal improvements at the nation’s largest airports and has brought
Delta Airlines into our “Buckle Up America” seat belt initiative. Closer to home,
ONE DOT is bringing a full court press of the Department’s resources to the Na-
tional Capital Region Congestion and Mobility Task Force.

The Department’s corporate management strategies are integral to achieving its
performance goals. By focusing on working together as ONE DOT, ensuring that our
workforce is diverse and highly skilled, ensuring that our goals and efforts are fo-
cused on our customers’ concerns, advancing critical research and technology, in-
vesting in information technology, and fostering innovative and sound business
practices, we ensure a focus not just on short term results but on the long term.

As we look to the challenges of the 21st Century we must focus our attention on
what the Department can and should provide and how we can do that in the most
efficient and effective way. We have developed a common sense approach to all that
we do, which has six elements:

—We have developed a customer focus to provide the users of the system with

services and outcomes which they need and want.

—We have used performance based goal setting to identify what we must accom-
p}llish alll{d we have identified important management strategies to accomplish
the work.

—We have invested in our workforce to make sure we have highly skilled and di-
verse employees capable of meeting the new challenges of the global society and
information age.

—We have developed strong alliances and partnerships with other government
agencies, the transportation related industries and the users of the system.

—We have streamlined our internal organizational structures to ensure that the
resources we have are meeting the needs of the American public.

—We have streamlined our processes to make them work better and we have har-
nessed new technologies to better serve us in our work.

My testimony today will address our progress on the management challenges

identified both internally and externally:

—the need to improve transportation safety;

—the need to resolve year 2000 computer glitches and to ensure computer secu-
rity;

—the need to modernize both FAA and Coast Guard capital assets;

—the need to implement our proposed financing option for FAA and support the
five-year plan for Amtrak self-sufficiency;

—the need to utilize transportation infrastructure dollars efficiently and effec-
tively; and

—the need to comply with all aspects of the CFO Act and issue a credible GPRA
performance report in March of 2000.

TRANSPORTATION SAFETY

Transportation safety is, and should be, the Department’s number one priority.
Safe and efficient transportation systems are critical to our economic security and
our quality of life. Although our transportation system is already the safest in the
world, much of what we do is aimed at making it safer, as travel continues to grow.
In managing myriad safety programs in conjunction with the states, other public au-
thorities, and the private sector, as well as directly through enforcement, we must
constantly focus on strategies that will ensure that these programs are effective. We
must leverage our resources to focus on outcomes. The fiscal year 2000 budget we
have proposed invests a record $3.4 billion, eight percent above fiscal year 1999, in
transportation safety programs. The following describes the efforts we are directing
toward these programs.

Highway Safety

A major focus of the management of our safety effort is reducing highway crashes,
which account for more than nine out of every ten transportation fatalities. Last
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year nearly 42,000 Americans died and over 3.4 million were injured on our roads.
Highway crashes are the leading cause of death for children, teenagers and young
adults. In addition to the tragic toll on our families, crashes cost our economy an
estimated $165 billion annually. Unless we continue to lower the fatality rate, the
growth in travel created by our expanding economy will result in an increase in the
number of deaths. To cut the fatality rate, we must focus on all three components
of the safety equation: safer roads, safer vehicles and safer drivers.

The top priority to improve safety is simple—seat belts and child safety seats
work! A person is almost twice as likely to die or sustain a serious injury in a crash
if unbelted. Today, seat belts save about 10,000 lives annually. We can do better,
however, and so on April 16th of 1997 the President set a new national goal of
achieving an 85 percent use rate by 2000 and a 90 percent use rate by 2005, and
a goal of reducing child fatalities in motor vehicle crashes by 15 percent by 2000
and 25 percent by 2005. To help our state partners reach these goals, NHTSA has
focused on public information and education, outreach to targeted groups to increase
the buckle up message, and evaluation, training, and development of new buckle up
programs. The Department will also use the new Safety Incentive grants in the Fed-
eral-aid highway program to expand the states’ seat belt programs. Throughout the
Department we are making every effort to get the buckle up message out—not just
from those involved in highway safety, but also those in aviation, rail and maritime.
We want to make it more common for those landing in an airplane to hear a re-
minder to buckle up when driving home from the airport.

The President has also set a goal of making .08 the national standard for maxi-
mum blood-alcohol levels while driving. Although alcohol-related fatalities have de-
clined over the past ten years, impaired driving remains a leading cause of traffic
fatalities. This is a serious breach of responsibility by those who drink and drive.
And we intend to sharply reduce their numbers. The fiscal year 2000 budget in-
cludes a 12 percent increase for NHTSA safety programs, to a total of $404 million,
including expanded community-based programs to increase the use of safety belts
and proper use of child safety seats, and aggressive programs aimed at drinking and
driving.

Ensuring safe motor carrier transportation is a critical part of our overall efforts
to improve highway safety. Healthy economic growth and logistical innovations like
“just in time” delivery have spurred significant increases in truck travel and have
been a boon for the trucking industry. But while the motor carrier fatality rate has
decreased significantly—from 3.7 per 100 million vehicle miles traveled in 1989 to
2.8 today—the number of large truck crash fatalities has increased from 4,462 in
1992 to 5,355 in 1997, and the fatality rate has not decreased significantly since
1995. That’s not good enough.

Federal motor carrier safety programs must be more focused and strategic, and
channel resources to strategies that give us the highest payoff in reducing crashes.
The fiscal year 2000 budget includes a total of $160 million, five percent above fiscal
year 1999, for motor carrier safety programs, with special emphasis on creating a
performance-based motor carrier program. The Inspector General recommended that
FHWA replace its system for prioritizing carriers with a system that defines prob-
lem carriers based upon on-the-road performance. In response, FHWA implemented
what is known as SafeStat risk assessment criteria, a more results-oriented, per-
formance-based algorithm for the identification of “high risk” motor carriers in order
to get best results from on-site compliance reviews. While the system isn’t perfect,
it is much better. We still need to work to get more complete and timely informa-
tion.

FHWA is also making progress in nation-wide implementation of its Performance
and Registration Systems Management (PRISM) program, with 20 states expected
to be PRISM participants by the end of fiscal year 2000. PRISM uses safety data
to identify carriers that are prone to accident involvement—thus allowing FHWA
and the states to focus on unsafe carriers. In addition, FHWA will be increasing its
inspection of trucks near ports of entry and stepping up the data exchange between
the U.S. and Mexico to increase the level of safety for trucks entering the U.S. from
Mexico.

However, recent events show that we must be ever more vigilant when it comes
to motor carrier safety. That is why the Department has created a ONE DOT motor
carrier safety team, comprised of FHWA, NHTSA, and OST, to identify ways to im-
prove motor carrier safety, in conjunction with an independent review of motor car-
rier safety led by former House Public Works Committee Chairman Norman Mineta.
In the final analysis, 5,000 deaths per year is an unacceptable number. We intend
to take all steps necessary to break through this plateau, and then continue to re-
duce the numbers as well as the rate.
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Aviation Safety and Security

The Department is proud that there were no fatal crashes of any U.S. scheduled
air carrier last year. While our aviation system is safe, better management of the
process can make it safer. FAA’s Safer Skies agenda focuses on the most critical
safety problems in commercial and general aviation including loss of control, pilot
decision making, runway incursions, passenger seat belt use, uncontained engine
failures, and survivability. In order to prevent runway incursions, FAA has set goals
for heightened situational awareness for both pilots and controllers, and is providing
training for controllers, developing procedural initiatives to prevent incursions,
using more sophisticated statistical and trend analysis and fully implementing new
technologies to better identify and prevent such incidents.

FAA is also targeting safety resources to commercial air carriers based on per-
formance information such as operator experience, safety trends and company
growth. To ensure that safety risks are brought to the attention of top FAA manage-
ment, a new safety management system will be implemented within the FAA by the
end of the calendar year. FAA is also working to resolve data protection issues so
that recorded flight data can be used to prevent accidents—this is common sense
government. A total of $1 billion is proposed for aviation safety funding in fiscal
year 2000, 7 percent above current levels. In addition to direct safety funding, there
is a critical need to invest in modernization of the air traffic control system, to both
preserve aviation safety as well as support the expected growth in aviation.

Consistent with the recommendations of the White House Commission on Avia-
tion Safety and Security, two years ago the FAA initiated new measures to strength-
en airport security, including the purchase of a significant number of explosive de-
tection devices, upgraded x-ray equipment, and the hiring of 300 security personnel.
Management of the implementation of these strengthened security measures in-
volves partnership with industry, stepped up procurement, and close cooperation
with other government agencies.

FAA has invited U.S. airports to form security consortia or partnerships to im-
prove airport security and ultimately increase compliance. Since the White House
Commission on Aviation Safety and Security report in 1997, over 110 U.S. airports
have formed consortia on a voluntary basis. In fiscal year 1999, FAA will continue
to encourage the expansion of consortia at all airports, and we are requesting a total
of $100 million to purchase additional explosives detection devices and other secu-
rity equipment in fiscal year 2000.

Through its streamlined procurement system, the FAA ordered 54 certified explo-
sives detection systems (EDS) in 1997, 15 more systems were purchased in fiscal
year 1998, and an additional five systems that were used in the demonstration
phase of the program were overhauled and upgraded. Seventy two systems have
now been deployed with the two remaining systems to be installed by next month.
Deployment of explosives trace detection devices began with the installation of two
units in November 1996. Today, 327 trace explosives detection devices have been de-
ployed, with another 220 devices to be deployed during fiscal year 1999. In addition,
the FAA expanded the Explosives Detection Canine Team program with the deploy-
ment of 154 teams at 39 of our largest and busiest airports.

Rail Safety

The railroad industry is undergoing an unprecedented period of dramatic growth.
Since 1990, revenue ton-miles of traffic have risen by more than a third, and rail
intermodal traffic has increased more than 40 percent. This means more trains com-
peting for space on increasingly congested track. Rail lines operating at or near ca-
pacity demand zero tolerance for safety hazards. The Federal Railroad Administra-
tion (FRA) will continue to expand its collaborative efforts with rail operators and
workers to determine the root causes of systemic railroad safety problems. This ap-
proach is producing tangible safety improvements—rail crashes and fatalities are
down by 8 percent and 17 percent respectively since 1993. DOT’s rail safety pro-
grammatic and research efforts will address grade crossings, bridge integrity, other
human factor issues, train control, and new technology.

Grade crossing and rail trespasser accidents are perhaps the hardest rail safety
problems to address. Elimination of grade crossings is one approach, and DOT will
continue its elimination program. Public awareness efforts must also continue to be
pursued along with analysis of both high profile crossings and the use of train horns
at crossings; FRA will actively work on both of these efforts within the coming year.

A total of $132 million is proposed for rail safety funding in fiscal year 2000, 38
percent above current levels, in order to improve rail safety information systems
and to support regulatory and enforcement efforts.
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Hazardous Materials Safety

The safe transportation of hazardous materials is critical across all modes of
transportation. The vast majority of hazardous materials transportation incidents
are caused by human error. In fiscal year 2000, we propose total funding of $18.2
million, 13 percent above current levels, for the Research and Special Programs Ad-
ministration’s (RSPA) hazardous materials safety program. We are planning to add
additional field and headquarters staff to work directly with industry, particularly
smaller shippers, to make sure safe practices are followed. RSPA is implementing
an intensive effort to reach the hazmat community through training and customer
service, to ensure that all hazmat shippers are aware of safety requirements. The
Federal Railroad Administration (FRA) will continue site-specific inspections and
address the impact of hazardous materials shipments across five safety disciplines
(motive, power, and equipment; operating practices; track; hazardous materials; and
signal and train control). FAA will add new positions to address dangerous goods
flows through increased inspection, targeted outreach/education and more focused
inspections (“hazstrikes”). FHWA will focus on hazmat incidents involving motor
carriers and conduct compliance reviews. And Coast Guard’s marine safety pro-
grams will enforce shipping regulations aboard U.S. and foreign ships in U.S. ports,
and continue management of the National Response Center for all reporting of haz-
ardous materials releases.

DOT’s goals for this program are ambitious—to reduce the number of serious haz-
ardous materials incidents by more than 11 percent over four years. And together
with the Office of Inspector General we are undertaking a joint program evaluation
of the hazardous materials safety program in DOT—to determine the effectiveness
of the current program structure, including the division of responsibilities across
and within modes, and the allocation of resources dedicated to specific functions.
Program evaluation is an important adjunct to performance measurement. While
performance measures can tell us if the intended outcomes are occurring, program
evaluation uses analytic techniques to assess the program contribution to those out-
comes, and to help redirect the program for greater effectiveness or efficiency.

COMPUTER RELIABILITY AND SECURITY

Both the GAO and the IG have recognized the progress the Department has made
in addressing Year 2000 (Y2K) computer problems and have said that DOT needs
to remain vigilant in this effort, since the risk of system failure remains until all
repaired systems are adequately tested and implemented. We fully support that po-
sition.

The senior management of the Department is aware of the implications if we do
not solve the Y2K problem, and is taking aggressive action to address it. All DOT
operating administrations are required to test their computer systems both inter-
nally and externally to ensure that Y2K problems have been resolved and that
interfaces with outside organizations work correctly. Testing and implementation
have been accelerated, and 242 of 307 systems are expected to finish testing and
implementation by March 31, 1999.

The FAA has completed the renovation phase for its mission-critical systems. By
June of this year, the FAA will have completed all remediation efforts to ensure that
Y2K problems have been resolved and that all internal and external interfaces work
correctly. All other DOT mission-critical systems will be repaired or replaced by Sep-
tember, 1999 with the exception of one part of a Coast Guard Vessel Traffic System
in Alaska, which will be completed by October 1999.

DOT is getting information from surveys conducted by transportation industry as-
sociations to determine the status of industry Y2K repair efforts. DOT operating ad-
ministrations will test agency contingency plans during 1999 to ensure that system
and business operations can be sustained if there are residual Y2K problems.

Regarding computer security, Presidential Decision Directives 62 and 63 require
DOT to advance the Nation’s vital security interests by ensuring that the transpor-
tation system is protected and that our computer systems are safe from intrusion.
The biggest concern is with the air traffic control system. The FAA is currently de-
veloping a comprehensive information systems security program, and in 2000 will
begin to implement additional security measures to prevent intrusion. This program
will include an agency-wide security policy which will require information systems
security measures for all deployed systems throughout their life. The President’s fis-
cal year 2000 budget requests $20 million for this effort.
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CAPITAL MODERNIZATION IN FAA AND COAST GUARD

Air Traffic Control Modernization

While over the last 15 years FAA has replaced many of the large surveillance ra-
dars and built new terminal control facilities at four large hubs, clearly a good deal
of the air traffic control modernization occurred later than planned. Most projects
were two to three years behind schedule and costs exceeded estimates on average
by 20 percent. Several lessons have been learned. The Advanced Automation System
had the biggest problems with a potential $3 billion cost overrun and a four year
schedule slip. Action was taken early in this Administration to rectify these prob-
lems. The AAS program was scaled-down and restructured, and a major component
of the restructured program—the Display System Replacement—was dedicated at
Seattle recently, the first of 21 enroute centers to put this new hardware and soft-
ware into operational use. So, results have on the whole been positive, but we do
still experience problems that must be dealt with early on. In general, projects that
require large software development efforts are at risk of cost and schedule increases
and we must remain vigilant in our project oversight.

Another key component of the restructured AAS Program is the Standard Termi-
nal Automation Replacement System (STARS). The good news is that the FAA lim-
ited the scope of this procurement to companies that were producing terminal auto-
mation systems already. This allowed the contract to be awarded in six months in-
stead of 12-18 months. However, FAA underestimated the depth of human factors
issues that controllers and maintenance technicians would raise with the existing
commercial systems that could be used for STARS. It is clear that more effort needs
to be dedicated to determining human factors problems before contracts are award-
ed, as we are now resolving human factors issues that should have been resolved
earlier. FAA continues to involve employee unions and human factors experts in its
efforts to field an operationally acceptable and suitable STARS system at Reagan
National Airport.

This Subcommittee has requested that FAA determine whether GPS and WAAS
will be the sole means of aviation navigation in the future. This is a complicated
issue, but one that deserves an answer. The FAA is currently evaluating the vulner-
ability of GPS and planned augmentations in order to answer it. The Applied Phys-
ics Laboratory at Johns Hopkins University just completed an independent assess-
ment of the vulnerability of GPS and planned augmentation in order to help answer
the questions. Vice President Gore also recently announced an Administration deci-
sion to put a new safety-of-life GPS signal in a protected aviation frequency band.
This signal will provide added robustness and integrity for future satellite naviga-
tion systems.

A total of $2.3 billion, 11 percent above current levels, is proposed for FAA’s cap-
ital modernization programs in fiscal year 2000. You need to be assured that these
dollars will be spent wisely. The FAA has instituted four new tools to help it better
manage its acquisitions. One is a much tighter management of cost and schedule
baselines via a new Acquisition Management System. The second is increasing the
purchase of commercial off-the-shelf equipment and software. The third is the re-
quirement that all new programs receive a detailed assessment of human factors
issues before final specifications are developed. And, lastly, in order to minimize
software development problems, the FAA is upgrading its internal ability to manage
software development. However, there is no substitute for active acquisition man-
agement after contracts are awarded, and we still need to pay more attention to
this.

Coast Guard Recapitalization

The Coast Guard is currently undergoing a multi-faceted analysis in order to as-
sess its acquisition options with respect to modernization of the assets relied upon
to carry out Coast Guard’s missions, especially those in the deepwater area of re-
sponsibility. $44 million has been requested in fiscal year 2000 for this analysis.
Coast Guard’s deepwater responsibilities include search and rescue and maritime
and fisheries law enforcement. In a recent report, GAO found that Coast Guard
needs to more thoroughly address the project’s justification and affordability. Coast
Guard is in the process of implementing the GAO’s recommendations and will en-
sure that updated information regarding the condition of current ships, aircraft and
other assets is provided to the contractor teams analyzing future overall asset re-
quirements. When the contractor proposals are submitted, project justification and
affordability will be front and center to decision-making, and any changes from the
Coast Guard Roles and Missions analysis will be factored in.
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AVIATION COMPETITION

The U.S. airlines were deregulated 20 years ago. Particularly in the last year,
there has been considerable controversy about the state of competition among air-
lines in the United States. The Department has been concerned about the uneven
benefits of deregulation and the contention that some large airlines have competed
unfairly with some of their smallest competitors. Also, many small and mid-sized
communities have not benefited as much as larger cities from improved air service.
As a consequence, the Department has been active in the debate on this subject.
We have proposed guidelines on how the Department would determine unfair com-
petition and exclusionary conduct against small carriers. These guidelines have gen-
erated over 5,000 comments.

The Department is cooperating with the Transportation Research Board (TRB) of
the National Academy of Sciences, which has been directed to report to Congress
on the state of airline competition and what steps might be taken. This report is
due by the spring.

The Department has also included a number of pro-competitive and air-service-
improving legislative initiatives in its FAA reauthorization legislative proposal, sub-
mitted to Congress earlier this month. Such initiatives include the eventual elimi-
nation of Federally-controlled slots at three of the four high density airports; in-
creased focus of AIP funding on small, non-hub airports; authority for airports to
increase their passenger facility charges to $5 and a requirement that such airports
submit competition plans; a new five-year program providing grants to communities
seeking to attract air service; a requirement that code-sharing airlines maintain
service to EAS communities in the event of a strike or comparable event; and the
withdrawal of a slot to a carrier that fails to use that slot as intended to serve a
small community.

AVIATION AND AMTRAK FINANCING

Just as the Interstate highway system expanded the potential of our national
economy in this century, so aviation is tying us to an expanded global economy as
we enter the 21st century. Aviation has not only brought Americans closer to each
other, it has brought us closer to the rest of the world. Our aviation system is vital
to our domestic economy and to our nation’s global economic competitiveness. I can
assure you that the Department will use the leverage provided by access to the vast
United States market to urge our aviation partners to adopt more open markets—
and to ensure expanded access to their markets for United States carriers.

Financing all of our aviation system’s needs—airports, airway facilities, security,
and FAA operations—is a critical priority for us. We want to work with Congress
to establish cost-based user fees to fund our air traffic control operations, including
capital modernization needs and research. This will ensure a long term funding base
that will allow the FAA to provide the services our aviation system needs.

We have been proposing for some time to change the financing structure for FAA
substantially from aviation excise taxes to cost-based user fees. In the long run, we
believe that is an effective way to promote efficiency in both the provision and con-
sumption of FAA services and ensure that FAA will continue to receive the re-
sources it needs to be able to provide the services that aviation users demand.

Integral to cost-based user fees is a cost accounting system and FAA is making
progress towards implementing such a system. Using a commercial off-the-shelf soft-
ware package, a significant implementation milestone was reached with the process-
ing of the first data on direct and overhead costs associated with air traffic services
for enroute and oceanic flights. By June 1999, the FAA plans to have processed one
year’s worth of cost data in support of air traffic overflight fees. In addition to sup-
porting user fees, the Cost Accounting System will serve as a managerial tool to as-
sist FAA in managing its programs more effectively. During the fiscal year 2000—
2001 timeframe, the FAA will implement the system for all lines of business in a
phased approach.

The Department has taken steps on a number of issues to resolve airport revenue
diversion matters. First, the Department has focused efforts on high profile diver-
sion matters in an effort to highlight the Department’s commitment to enforcing
prohibitions against revenue diversion. Second, the Department is now finalizing a
national airport revenue diversion policy, which will be published in 1999, to ensure
that Congressional mandates are met.

Amtrak is a key part of the Nation’s intercity transportation system. A combina-
tion of cost savings, revenue generation, and the capital support proposed in the
President’s Budget is essential if Amtrak is to achieve eventual operating self-suffi-
ciency. Amtrak has made strides recently in increasing ridership and customer sat-
isfaction. As a member of the Amtrak Board, the Secretary will work to ensure that
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Amtrak continuously reviews, amends and implements programs and practices that
improve its revenue situation and reduce its operating costs. However, it must be
made clear that we see the need for continued capital appropriations to Amtrak in
the foreseeable future.

A total of $571 million is requested for Amtrak in fiscal year 2000, consistent with
the five year plan agreed to by the Administration and Amtrak for Amtrak self-suf-
ficiency. The definition of capital is proposed to be broadened, consistent with the
definition used for transit. This reflects a continuing commitment to the financial
plans and the long term success of Amtrak and will enable Amtrak to invest strate-
gically in capital equipment and infrastructure. Such investment is key to improving
on-time service, increasing revenues, and reducing operating costs.

EFFICIENT UTILIZATION OF TRANSPORTATION INFRASTRUCTURE FUNDING

Strategic investment in the nation’s transportation infrastructure is critical to this
nation’s economic prosperity and quality of life. We must make these investments
strategically and smarter, as has been recommended by both GAO and the IG.
Working with the Congress, over the past six years (fiscal years 1994-99) we have
increased Federal investment in highways, transit systems, and other public use in-
frastructure to an average of $27.9 billion, more than 32 percent higher than the
average during the previous four years. Total infrastructure investment proposed in
the fiscal year 2000 budget, $36 million, is 72 percent greater than the 1990-1993
average. This investment has produced results, even with many of these projects
still under construction. For example, the latest data on the National Highway Sys-
tem shows us that the condition of bridges and pavement has improved signifi-
cantly. System performance—as measured by peak hour congestion, a problem for
all highway users, which had been deteriorating—has now stabilized.

The Department is committed to a long-term infrastructure investment program
and has taken steps to bring the management of large dollar infrastructure projects
under control. Overall within the Department, we are tracking at a senior manage-
ment level the status of 16 of the largest projects. Project status reports, generally
limited to one page of key information, are updated on a bimonthly basis. The Sec-
retary has also required financial plans for all high-cost transportation infrastruc-
ture projects—those over $1 billion in value.

Of the 16 projects being tracked regularly, the Central Artery/Tunnel project in
Boston—at a cost of over $1 billion per mile—is the nation’s largest and most expen-
sive highway project. This project has received substantial attention largely due to
concerns over the cost, project scheduling, State financing ability and project over-
sight. The Federal Highway Administration has continually adjusted its staffing lo-
cally to recognize the challenges in oversight of this project and currently dedicates
about half its local workforce to oversight and stewardship of this project. Formal
reviews with headquarters are held every three months. The Massachusetts High-
way Department has updated its financial plans to account for TEA-21 funding lev-
els, and the Department has accepted it. They have also provided copies to the IG
and GAO and have received no written comments on the plan thus far.

The Federal Transit Administration has also taken aggressive steps to deal with
management and cost concerns of the Los Angeles Red Line transit project. FTA re-
quired a “Restructuring Plan” from the Metropolitan Transportation Authority, and
the MOS-3 Full Funding Grant Agreement was limited to the North Hollywood
component. This segment is now on budget and estimated to begin passenger service
consistent with the originally scheduled operating date. FTA continues to monitor
the project vigorously.

Strategic investment is helped substantially by leveraging our dollars as well. In
this regard, the new Transportation Infrastructure Finance and Innovation Act
(TIFIA) program can support several times its funding levels in maximum credit as-
sistance for infrastructure projects. These funds will help launch projects sooner by
attracting private and non-federal public investment.

In addition to stretching our dollars further, the Department is also using tech-
nology to expand our transportation system. DOT has made substantial progress
with Intelligent Transportation Systems (ITS)—applying computer technology to im-
prove transportation system safety and throughput. DOT’s program of ITS research,
testing, and technology transfer is aimed at simultaneously solving congestion and
safety problems, eliminating operating inefficiencies in transit and commercial vehi-
cles, and reducing the environmental impact of growing travel demand. Since 1991,
the accomplishments of the ITS Program have included a long-term basic research
program, tests of numerous technology applications, development of a national ar-
chitecture and initiation of an unprecedented standards development program. We
have already taken the first steps with model deployments of integrated travel man-
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agement systems in 34 of 75 targeted metropolitan areas, and commercial vehicle
intelligent systems in ten states. We believe ITS infrastructure will provide for our
surface modes, in many respects, what air traffic control has provided for aviation—
an ability to manage operations—for improved safety, greater efficiency within the
same infrastructure, less environmental impact, and greater predictability for the
customer.

DOT’S FINANCIAL ACCOUNTING AND PERFORMANCE MEASUREMENT

As CFO of the Department I am committed to DOT receiving an unqualified audit
opinion on our 1999 financial statements. To do this will require the following work
that is already underway and due to be completed prior to the close of 1999:

—documentation of historical costs, primarily in FAA and Coast Guard, so prop-

erty and equipment can be correctly valued in the accounting records;

—development of an acceptable actuarial model for estimating the future liability

of Coast Guard post-retirement military health and benefit costs; and

—Ilinkage of program costs to performance goals in our accounting system.

The Treasury Department must also continue to work with GAO to ensure that
their management and reporting practices relating to the various transportation
trust funds meets acceptable audit standards. We are taking a sound, comprehen-
sive approach to correct all of these deficiencies. This approach requires us to work
in a collaborative manner with Departmental program offices and accounting offices.
The IG is also playing an important consultative role in this process.

We are also continuing to implement improvements to our financial management
systems through technological advances. For example, we are making innovative use
of commercial-off-the-shelf software (COTS) to implement “paperless” travel man-
agement systems that tie to our accounting system. We have automated accounting
reports so that managers have current information. We have closed almost 600 im-
{)rest funds and reduced the amount of cash held outside Treasury by almost $5 mil-

ion.

New systems will also be necessary to sustain the corrective actions outlined
above. The Department is employing a coherent strategy with regard to acquiring
and implementing these new systems. For example, we will use COTS software that
is able to integrate with other financial management system applications. These
COTS applications will comply with federal accounting standards.

DOT will also work to remain vigilant in implementing the performance measure-
ment and reporting required by GPRA. The goals that we set for ourselves for both
fiscal year 1999 and fiscal year 2000 are ones that are focused on measurable out-
comes that the American public cares about. While we are pushing ourselves in that
some of these are stretch goals, we think it is important to set high water marks
for our operations—and focus our efforts to achieve them. The first report on our
performance is required in March of 2000. To prepare ourselves for this report, we
at DOT will be internally testing our data and our ability to interpret the data sta-
tistically this year—one year ahead of schedule. We are doing this because it is good
management and will help us find problems in advance so that we can correct them.

CONCLUSION

The Department’s priorities are addressing the challenges and issues raised by
the GAO and the IG and our own assessment of the Department’s management
needs. The Department has made good progress in making management a top prior-
ity. We are taking aggressive action to advance transportation safety. We are taking
concrete steps to address computer reliability and security. We are focusing senior
management attention on major acquisitions and strategic investment in public use
infrastructure. We are developing sound proposals for financing our programs, and
credible accounting systems to achieve an unqualified audit opinion on our fiscal
year 1999 financial statements.

We look forward to working with this Committee, the Congress, GAO and the In-
spector General on these and other issues. The shape of transportation in this na-
}ion and the quality of life of all Americans depends upon our vigilance in this ef-
ort.

COMMON THREADS

Senator SHELBY. Mr. Mead and Mr. Anderson, I will address this
to you. I noticed that in the reports from the General Accounting
Office and from the Inspector General’s office that there is a great
deal of redundancy in the subject matter. My initial question to you
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two is whether you note threads or general themes of management
challenges in your reviews in management of the Department and
the Department’s agencies. Mr. Anderson?

Mr. ANDERSON. Yes. I think I would be surprised if we came up
with significantly different issues. That would mean that we were
not looking at the right things. I think that there are some common
threads. When GAO issued its reports on all the major Federal De-
partments and agencies in January, we found some common
threads among those.

You have to have, first of all, a commitment to a results orienta-
tion. You have to have the people knowing what the goals and ob-
jectives are that you want to achieve. I think that that very often
is a problem that happens. I think this has been a problem with
regard to the ATC modernization effort.

I think you have to have the right systems in place to give you
feedback and data and information on how well you are achieving
those goals. I believe that this has been a problem over the years
and is kind of throughout some of the top problem areas that both
the IG and GAO have identified.

I also believe that there has to be a strong partnership with all
the stakeholders that are involved in the transportation programs,
and I think that this has been an issue that has not been always
been working like it should. The human interface problems that
are coming to light now with regard to the STARS program and
that sort of thing shows a lack of coordination with all the right
stakeholders.

Last but not least, I think showing a commitment to a term that
is becoming much more prevalent these days, human capital, mak-
ing sure that you have got the right people and the people are truly
part of your assets that you have got to consider, having them in
place and training them and making sure they understand what
you expect of them.

Those are the keys that are throughout all of these things. If the
Department can focus on those types of things, I think it will go
a long way to improving things.

Senator SHELBY. Do you have any observation on that, Mr.
Mead?

Mr. MEAD. No. I think John gave a good, comprehensive response
to that.

The only thing I would add that I believe is different in the last
several years—and Chairman Stevens alluded to it—is that num-
ber 10, number 9 to a certain extent also, tend to establish goals
or benchmarks that are supposed to be met so we just do not come
back year after year and keep reporting the same problems. We
need to be able to measure some progress. There is an end state,
so to speak. You recall you did that in Amtrak. You set some goals
and that is certainly linked to the Government Performance and
Results Act.

Those are becoming significant drivers at the agency level, and
I think John would agree and Mr. Basso would agree with that. We
are really focused on that: achieving results.
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AMTRAK

Senator SHELBY. In 1998, the Inspector General and the General
Accounting Office each performed a very thorough analysis of Am-
trak following two different tracks. The IG was actively involved in
choosing a contractor to perform the independent assessment of
Amtrak’s finances, as required by the Amtrak Reform and Account-
ability Act, and closely monitored that process. The GAO, at the di-
rection of this subcommittee, performed an analysis of the financial
performance of Amtrak’s 40 routes.

The results of these efforts, as well as many other reviews, indi-
cate that Amtrak’s operating losses continue to grow and that the
railroad is likely to remain heavily dependent on Federal assist-
ance well into the future if it continues to operate as currently con-
stituted and managed.

The financial performance of Amtrak’s routes varies widely, but
every route but one loses money, and 14 routes lose more than
$100 per passenger trip.

Amtrak’s future rides on the railroad’s willingness, I believe, to
make changes that could improve ridership and revenues as well
as on the success of the high speed rail service in the Northeast
Corridor.

To Mr. Anderson first, what kinds of changes would Amtrak have
to make in order to reduce its annual operating losses in your opin-
ion?

Mr. ANDERSON. I believe that they have got to generate more
revenues. They have got to get more income coming in. They have
got to find a way to get more efficient and deal with some of the
labor issues that they have.

When we took a look and issued that report on the variance in
the profitability of the different routes, one of the ways that they
can get some help is if some of these local areas that rely so much
on Amtrak service—and it is vital to a lot of the folks in some parts
of the country to have Amtrak service. I fully agree with that. But
some areas the State and local governments and others are contrib-
uting more to the financing of Amtrak. When you look at what hap-
pens on those routes, their financial performance is not as bad as
some of the others. So, I think looking and trying to develop some
dialogue with some of the partners that are involved and see if
there are ways that you could generate some additional income to
help bolster things.

Clearly they have got to continue the capitalization effort. That
is going to be the lifeblood of Amtrak in the long run.

Senator SHELBY. Mr. Mead, the Inspector General’s office has
been closely monitoring the ongoing construction and other prep-
arations for implementing high speed rail service in the Northeast
Corridor and 3-hour trips from New York to Boston. Will Amtrak
be able to meet its schedule to begin high speed rail service by the
end of this year in your opinion?

Mr. MEAD. The schedule they have is possible to meet.

Senator SHELBY. Is it realistic?

Mr. MEAD. I would not be surprised to see some slippage. I hope
it is inconsequential slippage. For example, there is no room left.
They had originally allowed 2 or 3 months for testing after elec-
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trification was completed. Now that is crunched down to the month
of October, and most testing will be done in phases as various seg-
ments are completed. That is when it is supposed to be electrified.
In December they want to start running the first high-speed train
set, and then they want to phase in the additional high-speed train
sets. That is very critical to the revenue path.

I sure hope they can make it. I think you can do a lot of things
when you set your mind to it, but there is not any fluff left in the
schedule, sir.

Senator SHELBY. What are some of the consequences of delay or
glitches if this happened? In other words, what are the possible
consequences of the delay? It depends on how long I suppose.

Mr. MEAD. Yes, it does because they are phasing this in so that
if there is a slippage of just several weeks, it will not be highly con-
sequential. But since all their revenue projections are counting on
numerous high-speed train sets coming online in the early part of
the year, it is important that they be ready. High-speed rail, Mr.
Chairman, in the Northeast Corridor, is the big revenue item that
Amtrak is counting on.

Senator SHELBY. It has got to be.

Mr. MEAD. Yes. So, they really need to press on this schedule.

PROPOSED AMTRAK ANALYSIS

Senator SHELBY. Last year’s GAO report on the financial per-
formance of Amtrak’s routes really got some of us to thinking. It
is clear to me that if we continue doing the same thing in the same
way, we are bound to get the same results. We need to change
some factors if we hope to get different results.

It would be helpful to be able to break out how much of the
losses on each of Amtrak’s routes can be attributed to uncontrol-
lable factors such as the length of the route and how much can be
attributed to factors that can be controlled such as labor costs or
other management issues.

I would like to propose a pilot project that would give Congress,
the Amtrak Reform Council, and other interested parties a lot of
useful information about where the real problems lay and what can
be done to address these problems. Here is my thought.

Select just one Amtrak route and contract out that route’s oper-
ation to another vendor for a limited amount of time and compare
the performance to similar routes on Amtrak’s current system. Any
initial reactions? Mr. Mead.

Mr. MEAD. I thought you were going to go to Mr. Anderson on
that. [Laughter.]

Senator SHELBY. I will do that. Mr. Anderson, go ahead.

Mr. ANDERSON. I think that that is something that should be ex-
plored. I think part of the problem, though, is going to be there was
just the one route that was profitable, so finding a contractor that
is going to jump in on any of those other routes could be problem-
atic.

But then you have got to think about and work out some of the
kinks and the details about how the contractor is going to interact
with the rest of the route in terms of the Amtrak trains that run
there and that sort of thing.
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I think it is something that could be explored and I believe that
the concept, the idea, is a good one. There will be some problems,
though, that we are going to have to think about I believe.

Mr. MEAD. I think it is probably worth exploring.

Senator SHELBY. What do we have to lose by doing that? In other
words, we would have some evidence of either we cannot change
it or we could change it, could we not, if it worked?

Mr. MEAD. You could observe it. Amtrak already contracts out.
They have commuter rail contracts which they operate under con-
tract. So, various jurisdictions are already contracting it out.

I suppose Mr. Warrington, the President of Amtrak, might con-
sider it.

Senator SHELBY. It is a thought anyway.

Mr. MEAD. Yes. I do not know how you would deal with the labor
issues.

Senator SHELBY. I do not either. We will let Senator Lautenberg
advise us.

Mr. MEAD. He can answer the question, yes. [Laughter.]

Senator SHELBY. Thank you.

Do you have a comment?

Mr. BAsso. I think the Inspector General summed it up very
well, Mr. Chairman. We should talk with Mr. Warrington. I do not
know how we deal with the labor issues either, frankly.

Senator SHELBY. Senator Lautenberg.

Senator LAUTENBERG. There is a question of how you deal with
the choo-choo issues. If the equipment is acquired via conventional
methods, that means if there is a significant amount of Govern-
ment subsidy in there, and are we simply saying that the only
change we make is the labor and the management of the particular
thing?

I am hopeful, and perhaps excessively optimistic, that high speed
rail is in place before I leave Washington. It is inconvenient as the
devil the way it runs. Oh, I am sorry.

Senator SHELBY. We want it to be.

Senator LAUTENBERG. But I think it could make a dramatic dif-
ference.

Travel between the New York region, New York/Newark, and
Washington, about three flights an hour each way. You are talking
about a lot of flights every day. None of them are on time or rarely
are they on time. It is a highly passenger unfriendly kind of service
because getting to the airport, learning that your flight may be
late, very few options at a given time.

I found out that the distance between the two shuttles to New
York at Washington National is over 3,000 feet. I know because I
carried my luggage back and forth twice. So, 3,000 feet. So, you
make two trips, you got over a mile. I made three trips, each one
saying, well, they were not operating but they thought the other
guy was until we got down there.

But in any event, I agree totally with the chairman about the
need to monitor what is happening there, not to just throw money
at them. I do not believe you do that with any program. And you
have to have oversight. You have to know where the dollars are

going.
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But the essentiality of Amtrak’s operation is one that we have
to look at very carefully. Our skies are so crowded now wherever
you go. There is not room for a lot more traffic, and Amtrak plays
a part. Now, even in a less populated State, let us say, like Utah,
I think Amtrak carries—I do not know whether anybody here
knows precisely. Is there anybody from Amtrak that would know
that here? I think it carries over 50,000 passengers a year.

What is the total Amtrak passenger load a year? Do we know
how many passengers a year Amtrak carries? Huge numbers, but
that is not our only concern today.

BUS SAFETY

So, I want to just ask about this. The Motor Carriers Office has
highlighted that they do compliance reviews principally on bus op-
erators where regular roadside inspections indicate they are likely
to be unsafe. But OMC has conducted compliance reviews, as I
mentioned in my earlier comments, on less than one-quarter of all
the bus operators currently in operation.

Can we have confidence, do you think, in the fact that the other
three-quarters of the operators do not have an inspection regularly
and can we believe they are operating safely?

Mr. MEAD. No. I think you should have a substantially beefed-
up coverage of compliance reviews. Your numbers are right. There
are 13,700 interstate bus companies. 25 percent have a rating. The
good news is that only 1 percent of the rated companies had unsat-
isfactory ratings.

In the truck area, it is the same story, except a substantially
greater percentage—7 percent— have unsatisfactory ratings and
they stay unsatisfactory, sometimes, for years and they stay on the
road. So, you are correct.

And, sir, the number of compliance reviews that the Office of
Motor Carriers has been doing has been declining over the last sev-
eral years.

Senator LAUTENBERG. It declined by more than half in the last
5 years. That trend appears to be the same whether we are talking
about buses or trucking companies.

Mr. Basso, does OMC give special consideration to the dangers
posed by bus carriers, do you know, when dividing their available
resources?

Mr. BAsso. I could tell you, Mr. Chairman, as the Inspector Gen-
eral mentioned, compliance reviews have generally gone down. We
have not given, so to speak, special attention or extra attention up
until the point that these crashes occurred. But we certainly are
now and intend to, particularly not only directly with our own re-
sources but the motor carrier assistance program officers in the
States where we have stepped up our efforts and we are training
over 500 State inspectors annually, particularly in the bus area.
We need to really focus on this.

It is quite clear in the overall numbers—and overall numbers do
not tell everything—the number of deaths in bus crashes, 1993 to
1997, were relatively low. But the recent experience certainly sug-
gests we need to step up our efforts in this area and we are doing
that.
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Senator LAUTENBERG. The one thing we know is that all modes
of transportation are increasing their volume of carriage, whether
it is passengers or freight, and supervision has to expand as well,
as well as the resources. It is not easy.

The bus company that I talked about, this Bruin, had a compli-
ance review in 1996, found to be unsafe, cleaned up their act long
enough to allow continuing operation, and then 2 years later after
the accident killed eight passengers, many of the same problems
were found, again the same as those that occurred in 1996.

What do any of you propose in order to ensure that once a carrier
takes the necessary safety steps that there is adequate oversight
to ensure that they continue to operate safely? What kind of sug-
gestions?

Mr. BAsSO. Senator Lautenberg, I would say this. One of the
things that TEA-21 gave us that was mentioned earlier are sharp-
er and more effective enforcement tools. If we find problems like
that, I think it is incumbent on us to quickly go back and inspect
and ensure that corrections that have been made continue in the
future, and if necessary, if they are not continuing to use those en-
forcement tools as appropriate, to shut down carriers until such
time as we can assure that safety. I think those are the things we
need to do.

Put in summary, we need to enforce the rules that we have effec-
tively, and we need to zero in on companies who really do not show
proper response to making those corrections.

OVERSIGHT INPUT

Senator STEVENS. Will you yield just 1 minute there? I am going
to have to go.

But Mr. Mead, Mr. Anderson, one of the things that impresses
me about the Inspector General and GAO role is that we seldom
get comments from you as to laws that are either imprecise or in-
adequate or as to limitations that we put in appropriations that
render a particular role of an agency ineffective. I would encourage
you to give us your advice on those things.

This committee has the ability to make minor changes and fine
tune laws in the appropriations process and can leap to, I think,
remove some of the uncertainties in terms of the laws as they have
been interpreted from time to time by an agency.

I would like to see our oversight role become more give and take
and, as the chairman said, more of a dialogue so that we can im-
prove the efficiency of these agencies and not have an us-and-them
type of relationship. Your two agencies, in particular, I think could
give us a lot of guidance on our individual subcommittees, and I
just throw that out for what it is worth.

We do hear from the agencies themselves. We get reports.

I was a former Solicitor of the Interior Department, and in those
days we volunteered a lot of comments about the laws and their
adequacy and their limitations and how they might affect us
la;chlieving what we conceived to be the goals that were established

v law.

So, I just throw that in. I think these oversight hearings are
going to become more frequent, and I would encourage you to give
us your advice on what we have done in the past, as well as your
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comments about what the agencies are doing pursuant to those
laws.

Thank you very much. Thank you, Senator.

Senator LAUTENBERG. My pleasure.

RAIL AS AN AIRLINE ALTERNATIVE

I want to get back to something I discussed a moment earlier,
and that is the delays at the airports. If you look at the top 10 larg-
est delay airports in the United States, 5 of them are in the North-
east Corridor. You have got Logan Airport in Boston, Newark,
LaGuardia, Kennedy, and Philadelphia International. I think it is
obvious the main reason that they are delayed is the fact that they
serve the most congested area in the country.

What do you think the impact might be on these already delayed
airports if we lost Amtrak’s Northeast corridor service? We carry
11 million a year. 11 million people a year. What would happen?
Is there room enough in the skies to throw up more airplanes if
we could get them off the ground?

Mr. ANDERSON. Senator, I believe that it would exacerbate the
problems that you are already talking about. Clearly with the re-
gard to the Northeast Corridor especially, there is a lot of people
that rely on Amtrak, and it would just exacerbate either the air
problems or the problems on the highways and that sort of thing.
I know myself the experience that I have had is that there is noth-
ing worse on counting on a flight and then it being delayed some
period of time. Sometimes the additional speed that you think you
are going to have in getting there by flying, as opposed to taking
the train, is more than wiped out by the delays and that sort of
thing. So, I think it would be a negative impact.

Mr. MEAD. I agree with you.

I think a corollary to that, though, is that Amtrak must make
sure that it actually meets the speed objectives that it set forth for
both the Washington-New York corridor and the New York-Boston
corridor. There is no doubt in my mind that when you go approxi-
mately 4 hours, 45 minutes and go to 3 hours with high-speed rail,
that is going to make a big difference and there will be diversion
from the air markets.

DOT AND THE YEAR-2000 PROBLEM

Senator LAUTENBERG. Well, I hope that we get better balance be-
cause right now the air market is really saturated.

I want to ask one last thing. Mr. Basso, you present a pretty op-
timistic picture of DOT’s ability to deal with the Y2K problem. I
am concerned, however, that in your most recent quarterly report
to OMB, you reveal that a number of critical systems in FAA and
Coast Guard will not be completed by OMB’s deadline, March 31.
Moreover, you point out that most of the DOT offices still have a
great deal of work to do in planning.

You did say something about it before, but I want to just refocus
on the Y2K problems and see, among the three of you, what level
of confidence we might have. I know that it was said that it looks
like we are approaching kind of a breakthrough period.

Mr. MEAD. First of all, you have to look at the Y2K problem.
There are three elements to it: the Department’s own systems,
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FAA’s, the Coast Guard’s; and second, the industry; and third, the
foreign systems. Your question is directed more toward the DOT
systems.

The situation in FAA is that all systems have been fixed in the
laboratory essentially. The problem is that FAA has a lot of dif-
ferent facilities around the country, and now they have to take
what has been tested and has worked in a laboratory, often Atlan-
tic City, and field it. The next 3 months will be critical.

Here is where we stand today. 23 percent of the systems requir-
ing the Y2K fix have been fielded. They are ready to go. The rest
have to be done, and they will not all be done by the end of the
March, the OMB deadline. You are right there. But they are shoot-
ing for the end of June.

Mr. BAsso. I might add a comment to that, Senator Lautenberg.
I think I agree with that assessment completely.

My optimism is borne primarily by the fact that I know during
the next 30 to 60 day period, many of these systems will have been
tested in the laboratory, be getting out to where we can tell that
they will be effectively on line. And we do have strong confidence
that they will be in place by June, which gives us certainly ade-
quate time, particularly where the aviation systems are concerned.
Coast Guard still has some work to do, but I have substantial con-
fidence in our ability to meet the time frames and to have these
things compliant.

I would add one thing. Externally I think one of the things that
we are mindful of is matters within the control of the U.S. There
are clearly foreign issues in aviation, foreign airports, foreign com-
puter systems, where we are turning a substantial amount of our
vigilance and trying to assess where they are going to be. That is
going to be a very, very important part of the international issues.

Mr. ANDERSON. I would just like to add to it too. I think that
FAA, in particular, has made some progress. This most recent
progress report shows some significant progress. Clearly there is a
lot to be done, and the proof of the pudding is going to be what
happens in the next 60 to 90 days.

But there is another point I want to amplify on just a little bit.
GAO issued a report in January I believe looking at are the U.S.
airports going to be ready for Y2K. There is a significant number.
We did a survey of all the major airports around the country, and
I believe about 330 of them replied to our survey. Now, take into
account that this was back in September but over a third of those
airports indicated that they would not be ready by June 30, which
is FAA’s date, and they did not have any contingency plans.

So, it is not just the foreign countries and it is not just the De-
partment itself or the agencies, but we have to make sure all these
stakeholders are doing their part. That is something that I think
there is a challenge for FAA there to make sure that they are
bringing in the other stakeholders, the airports and the airlines
and talking and making sure that they are going to be ready too,
because if a major hub airport has some sort of big computer glitch,
that is going to cause a problem all the way down the line.

Senator LAUTENBERG. I assume that if the employees working on
this know that they will be unchained from their desks when it



82

comes to completion, they will kind of rush it along a little bit.
[Laughter.]

Mr. BAsso. We have the keys, Senator. We will let them loose.
[Laughter.]

YEAR-2000 AND FAA: WORST-CASE

Senator LAUTENBERG. I wonder if in very brief summary either
one of you or has much time as the chairman will allow—the ques-
tion of Y2K is a rather arcane thing. For the average layman, it
is an incomprehensible thing. What is the difference? What is the
consequence in, let us say, the bleakest situation, taking FAA, if
we do not meet the deadline?

Mr. MEAD. Well, if you did not meet the deadline, you have to
have some type of contingency plan, and I think the contingency
plan would be you would not let planes in the air and things would
slow down very dramatically. FAA’s contingency plans just will not
let them into the air, and you will have major efficiency problems.
That is why FAA says there is not a safety issue, it is an efficiency
one.

Senator LAUTENBERG. Keep those keys handy, Mr. Basso.

Thanks very much for your kind compliments too.

Senator SHELBY. Thank you, Senator.

AIR TRAFFIC CONTROL MODERNIZATION

I also note that both the IG and the GAO reports on manage-
ment challenges highlight the difficulty the FAA and the Depart-
ment have had in managing the FAA’s multi-billion dollar air traf-
fic control modernization effort. Unfortunately, cost overruns,
schedule slippages, performance shortfalls, and program cancella-
tions are not uncommon in the modernization effort and some
would say are more the rule than the exception.

I would like to look at this area in steps. To all of you, first, my
sense that the root problem is that the FAA’s approach to mod-
ernization is to revolutionize the systems we have in place rather
than to incrementally improve our air traffic control modernization
system through the orderly replacement of computers, monitors, ra-
dars, et cetera. Would you agree with that simplification of the
FAA’s approach to modernization? Mr. Anderson.

Mr. ANDERSON. I believe that in the past that was the approach
and the failure of their approach clearly.

Senator SHELBY. Have they changed?

Mr. ANDERSON. I think they are trying to, but they have got a
culture issue there that they have got to deal with as well. You do
not just tell people that we are going to change and expect it to
change overnight. So, I think it is going to take some time to show
up.

Senator SHELBY. What are they doing about the culture?

Mr. ANDERSON. We issued a report—I believe it was a year and
a half, 2 years ago—on the culture especially with regard to their
acquisitions. They have developed a strategic plan that is going out
and trying to work with the employees, knock down some of the
barriers, and that sort of thing, but it is going to take some time.
It is not going to happen overnight. You look at the recent prob-
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lems that have been reported with regard to STARS and WAAS,
problems are still there. You just have to keep working at it.

Senator SHELBY. Mr. Mead.

Mr. MEAD. I think some of the phenomenon that you described
is still there. Have you heard of the Free Flight? Have you heard
of that term?

Senator SHELBY. Yes.

Mr. MEAD. This is where they will be able to space planes closer
together.

Senator SHELBY. Free Flight phase one?

Mr. MEAD. Yes. That is an incremental approach, such as you
are suggesting.

The systems that both Mr. Anderson and I refer to, the satellite
system and the STARS system, were system-wide, comprehensive
approaches.

Now, in the STARS system, what happened was they were going
out to buy commercial, off-the-shelf software, a system that was
ready to go, and then at the 11th hour, the controllers came in and
said, no, there are some major problems with STARS. What was
supposed to be an off-the-shelf software acquisition turned into a
software development acquisition, and that is why there are all
these delays. So, I do think there are some of the phenomena you
described are still there, sir.

Senator SHELBY. Mr. Secretary?

Mr. BAsso. Mr. Chairman, I agree with your assessment. I think
trying to build a Cadillac with Chevrolet parts did not work.

I would point to the same point the Inspector General made.
Free Flight phase one offers me a lot of optimism that the learning
curve is improving, that in fact we are understanding you have to
put these things together in manageable parts.

CHANGING FAA’S ORGANIZATIONAL CULTURE

And T also agree that the cultural change is particularly critical.
I have sat in many a meeting and listened to many a briefing and
learned a few things over the few years that I have been up in the
Department.

But I think we have two ingredients that really will drive us for-
ward in a very positive way. One is Administrator Garvey, who is
a hands-on administrator, who understands these problems and is
dealing with them, and second, the fact that there is a recognition
that in order for FAA to be able to meet its goals and to have any
credibility, frankly, coming to this committee for budget requests,
we have to bring these things in on time and on budget. I think
that will help to drive us in a positive direction.

Senator SHELBY. I believe the administration should be com-
mended or the Administrator should be commended for her efforts
on Free Flight phase one. Do you share that view basically?

Mr. BASso. Yes, sir.

Mr. MEAD. I do too. In fact, I would add—I know it is not the
Inspector General’s job to compliment people necessarily, but I do
think Administrator Garvey took those Y2K problems by the neck.
The progress that has been made is due to the dedication of the
senior leadership of the Secretary, Deputy Secretary, and Ms. Gar-
vey.
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Senator SHELBY. The FAA is not good at managing large, com-
plex procurements. Notable examples of the difficulty they have
had with major ATC modernization programs include the advanced
automation program, the microwave landing system program, and
more recently the STARS and WAAS program.

Has the FAA learned anything from the difficulties they have en-
countered in managing these problems, or on the other hand, are
we doomed to watch them repeat past failures with each new gen-
eration of ATC modernization? Mr. Secretary?

Mr. BAsso. Mr. Chairman, I think we have learned several les-
sons. One I have already mentioned, segmenting things into man-
ageable parts; a second, buying commercial products and, in doing
so, making sure that we understand that we have consulted the
people in the agency who have to use those commercial products
that we are getting the right products; and that we are tightly
managing and holding people accountable for the projects they
manage. I think that is something that was lacking for a long time.
And last, ensuring that employees will be in a position to use that
new equipment effectively.

Those challenges certainly will always exist as long as we deal
with complex and cutting edge technology, but it is attitude and
culture that will make the difference in how effective we are. And
I think we have turned the corner by accepting the fact we have
problems that have to be corrected.

ROLE OF OVERSIGHT

Senator SHELBY. Mention has been made of the funding uncer-
tainties facing the FAA and the Nation’s airports in the GAO re-
port. My sense is that there is funding uncertainty facing the air-
ports because the authorization will expire at the end of March. I
am hard-pressed to find an instance of a shortage of appropriated
Federal funds, both trust funds and general funds, for the FAA to
commit to modernization.

In light of the less than laudable history of managing money
wisely in major procurements, I would, for one, argue that provid-
ing less oversight of the current FAA resources would not be a wise
step on the part of Congress. Would any of you care to comment?
Mr. Anderson?

Mr. ANDERSON. I would agree. I think that what gets watched
get}sl done, and I think that you need to continue the vigilant over-
sight.

Senator SHELBY. Mr. Mead.

Mr. MEAD. Yes. I think I can speak here from both my time with
the legislative branch at GAO and now with the executive branch.
I find in both instances the oversight of the Appropriations Com-
mittee has been commendable and I think has been a strong influ-
ence the direction some of these acquisitions have gone. In fact, re-
member the AAS program?

Senator SHELBY. Yes.

Mr. MEAD. I think that Congress had a great deal to do with the
decision to start scrutinizing that program. So, I think it is healthy.

Senator SHELBY. Mr. Secretary?

Mr. BAsso. Mr. Chairman, I think we have to acknowledge many
of the problems have resulted from inadequate management, not
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from inadequate funding. Anytime operational programs increase
72 percent—I have been doing budgets a long time. Those are un-
precedented numbers. We have to implement and take steps, such
as accountability, assure that we are getting the value for what we
are spending, and to take the time and effort to do things right and
well. So, yes, I think that is right.

Senator SHELBY. Thank you.

DISCRETIONARY GRANT PROGRAMS

In June 1998, the Inspector General reported on DOT’s manage-
ment of the discretionary grant programs. In that report, the IG
stated that a little over $1 billion of the total fiscal year 1997 Fed-
eral transportation funds were awarded at the discretion of the De-
partment. Of these funds, the IG found that the Federal Highway
Administration awarded 59 percent of its discretionary grant funds
to projects that were not the highest priority projects according to
the agency’s own criteria. The FAA granted 15 percent of its discre-
tionary funds to lower priority projects.

Secretary Basso, after the IG report was released, DOT agreed
to publish its selection criteria for discretionary grants and to pro-
vide the Appropriations Committee with a quarterly list of selected
discretionary projects, along with an explanation of how the
projects were selected. Have these been provided to the committee,
and if not, why not, and will they be?

Mr. BAsso. Yes, sir. Let me answer by saying, first of all, we
have published our criteria, and we even have some statutory cri-
teria that came in TEA-21. I can tell you the report to this commit-
tee crossed my desk the day before yesterday. I made a few minor
adjustments to it that it needed, and it should be up here very
promptly.

Senator SHELBY. Well, I have supported the idea that the Sec-
retary needs some money for discretionary purposes.

Mr. BASSO. Yes, sir.

Senator SHELBY. I have no problem with that.

Mr. Mead, why do you suppose so many of the discretionary
grants were awarded to projects that were not identified as highest
priority?

Mr. MEAD. It is hard to say, because there was no record of deci-
sion. What we did have a record of, sir, was the staff recommenda-
tions. So, we knew where they were going. You will recall that is
one reason we recommended that if DOT decides not to go along
with its criteria, the rationale must be stated in writing.

Senator SHELBY. Can you provide me, Mr. Secretary, an expla-
nation of why congressional direction is being ignored by the Fed-
eral Highway Administration, that is, in the Federal Lands pro-
gram?

Mr. BAsso. Yes. I am aware of that concern. We had an instance
here about a month ago where it came to my personal attention the
earmarks had not been honored. That has been fixed.

Second, you have my assurance that we will honor all the ear-
marks.

We are also taking some other proactive steps like making sure
that the States involved know that they have these earmarks. The
one thing we do need their cooperation in is to at least apply for
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them. We will help them make sure they get those applications in
proper order.

Senator SHELBY. Well, we appreciate the cooperation with the
Secretary and your office in dealing with this.

DEEPWATER PROCUREMENT

Deepwater procurement. The General Accounting Office’s Man-
agement Challenges report notes that the Coast Guard and the De-
partment need to more thoroughly address acquisition planning
issues. This aggressive and ambitious procurement effort is unlike
anything the Coast Guard or the Department of Transportation
have undertaken, and I believe it is critical that we get it right the
first time.

To Mr. Anderson and to Secretary Basso, the General Accounting
Office report notes that the data that was used to justify the pro-
curement was withdrawn after the GAO discovered that the re-
maining useful life of the Coast Guard’s deepwater aircraft and
perhaps its ships might be much longer than the agency originally
estimated. Would that lessen the urgency of the deepwater procure-
ment for the Department and for the Congress, as we try to live
within the budget caps? Would that help?

Mr. BAsso. Mr. Chairman, first of all, let me say on the GAO
recommendations, they were very constructive and we concurred in
almost all of those and adopted them.

Senator SHELBY. Have they been heeded pretty well?

Mr. Basso. Yes, sir.

Now, I will just make one other observation. Part of the reason
for advancing the deepwater project is procuring new systems as
opposed to new ships. One of the things that we all face is the cost
of operations of the Coast Guard rising, and we believe that intro-
ducing these new systems over the next 10 to 15 years will allow
us to reduce crew size, reduce costs of operation, and make real
progress.

Senator SHELBY. The initial estimate of the deepwater procure-
ment was close to $10 billion over a 20-year period above the cur-
rent capital budget for the Coast Guard. That represents more
than a doubling of the current acquisition, construction, and im-
provements baseline budget. This strikes me as sort of a big bang
approach to modernizing the capital plant.

Mr. Secretary, in light of the difficulty the Department has had
with other major procurements, have any of you given any thought
to whether there might be a less risky and less costly approach to
modernizing the Coast Guard’s capital plant?

Mr. BAasso. Mr. Chairman, we have taken some considerable ef-
forts to try to deal with that. In fact, one of the things I had men-
tioned to you is in the functional design that we put out for the
first phase of the deepwater project. We are requiring contractors
to make significant investments, come up with designs that really
will be about 80 percent complete. So, I think we are clearly taking
those steps, and the Coast Guard is also taking some very sharp
measures to carefully evaluate those cost estimates and work
through them. So, yes, we are very mindful of that, sir.
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INFRASTRUCTURE MEGAPROJECTS

Senator SHELBY. Dealing with the oversight of infrastructure
grant funds, TEA-21 dramatically increased the guaranteed Fed-
eral highway and transit infrastructure funding. These larger
amounts of Federal dollars create greater potential for fraud, em-
bezzlement, and abuse. Therefore, the Inspector General’s office is
increasing its oversight of all infrastructure contract and grant
funds to protect the expenditure of Federal funds, as you should.
At the greatest risk for management schedule or financing prob-
lems are large dollar infrastructure projects above $1 billion in
total cost, which the Inspector General’s report refers to as
megaprojects.

To all of you, is the term “megaproject” the officially accepted
term to describe projects with a total cost exceeding $1 billion, and
is this the right dollar threshold and definition to set apart these
especially large projects from other more manageable construction
projects? Is there agreement that such large dollar projects require
additional management and oversight? Mr. Anderson.

Mr. ANDERSON. I think in my opinion these large dollar projects
do require additional oversight.

Senator SHELBY. That is just common sense.

Mr. ANDERSON. Exactly, exactly. I believe that whether or not $1
billion is the right cutoff point—they are mega in my terminology.
I know when GAO issued a report on all these projects, we coined
the phrase I think mega, and I think mega might be an appro-
priate term. But there is a question whether or not you want to
down one level and maybe say a half a billion dollars or something
like that.

Senator SHELBY. It is still a lot of money.

Mr. ANDERSON. It is a lot of money. That is right.

What we found when we did our review of a number of these
megaprojects is that the States cannot come up with very good cost
estimates at the outset. So, you have got to keep watching them
because their costs are going to grow significantly from the original
design estimates that they come up with.

Mr. MEAD. Mr. Chairman, a major problem here—I think Mr.
Anderson would share this view—is that a lot of the times, the
work is reactive. There is already some problem that has mani-
fested itself, and then the auditors come in and say, well, here is
why they have a problem.

The idea here is to develop some baselines on how these projects
are proceeding before problems develop, so we are able to more
proactively say, “There is a risk factor here,” before things are to-
tally out of control.

But, yes, I agree with you. I think we need some flexibility on
that $1 billion definition.

Senator SHELBY. Okay. Mr. Basso?

Mr. Basso. Mr. Chairman, I might mention, yes, the $1 billion
definition certainly is a number that gets your attention, but we
are doing more than that. We have a tracking system.

Senator SHELBY. You have to do more, do you not?

Mr. Basso. Yes, sir. We need that surveillance.
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I want to let you know we actually have a tracking system that
picks up a number of projects lower than $1 billion but are large
or projects that we think, as Mr. Mead suggests, we should be
proactive on the front end. We have 16 of those projects that we
in the Secretary’s office track and report to the Deputy Secretary
regularly on. And we are looking for exactly those kinds of things
up front. Are there things we should notice and deal with now
rather than waiting for an endpoint?

MOST-COMMON MANAGEMENT PROBLEMS

Senator SHELBY. Mr. Mead, the Inspector General’s office has
done six audit reports I believe on selective megaprojects over the
last year. What are some of the common management problems
you have seen in these projects?

Mr. MEAD. There are two common ones.

One is the financing plan behind the project. Where are they
going to get the money to finance the whole project? It will not all
come from the Federal Government, and sometimes there are dif-
ferent constituencies in a jurisdiction that are competing for that
same dollar bill. We are finding it very useful to scrutinize those
finance plans.

The second is the scope of projects, the definition of a project.
This occurs most commonly in transit projects. The city is trying
to satisfy a lot of people, and the transit project takes on a defini-
tion that cannot possibly be met. L.A. Metro was an example of
that. They finally had to cut back on two major lines because the
money was not there.

Those are two lessons learned. There are a few others, but those
are two important common threads, sir.

Senator SHELBY. To Mr. Anderson and Mr. Mead, what are some
ways to address these common problems with larger infrastructure
projects?

Mr. ANDERSON. I think there are a couple of options that you
could use. You could require, I believe as Mr. Mead suggested, the
project managers to develop baselines at the outset and track those
baselines and make sure that you are still getting what you want
on time and within the cost estimates. I cannot say enough, I can-
not agree more that you have got to have solid financial plans to
make sure that you have got sources of funds. I think in the past
it might have been sort of the thinking that Uncle Sam will take
care of this. We have got the highway dollars coming in and we are
going to be able to make this up. But in years past, we found out
that there are a lot of competing interests for that $1 or whatever
it is. So, you have got to have that.

I think that you could establish certain goals and strategies. 1
think that the Department of Transportation can be a good clearing
house for good practices that certain States and projects are using
out there to get out to some other States and localities that they
could learn from as well.

Senator SHELBY. Do you agree, Mr. Mead?

Mr. MEAD. Yes, sir.

Mr. BASsoO. Absolutely, Mr. Chairman.

Senator SHELBY. Does design-build help address the problems?
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Mr. MEAD. Yes. I should caveat that. The early returns are that
it definitely does in construction projects.

Mr. ANDERSON. Yes, I would agree.

Senator SHELBY. You agree with that.

NATCA AGREEMENT

Last year the administration signed a new agreement with the
National Air Traffic Controllers Association which was initially de-
scribed as being within the President’s budget request for 1999.
Subsequent reports estimate that the additional cost of the new
agreement is substantially more than the FAA operation resources
envisioned in the President’s fiscal year 1999 request.

Can any of you shed more light on what the ultimate costs of the
new agreement are for the current fiscal year and for the fiscal
year 2000?

Mr. BAsSO. I think I can do that, Mr. Chairman. In fiscal year
1999, we have estimated the cost to be about $80 million, including
the reclassification of controllers and the differential for the con-
trollers-in-charge. Looking ahead to 2000, we see that cost as being
about $70 million, less about $2 million, or a little less than $2 mil-
lion, in savings from reductions in supervisory positions.

As to your question on the 1999 budget, of course, the budget
was submitted before we reached this agreement. So, what we have
done is recognize we have created this cost; we have to absorb this
cost, make it work within the budget. And we are doing that in fis-
cal year 1999.

Senator SHELBY. Any comments?

[No response.]

NAFTA AND TRUCKING

Senator SHELBY. Mexican trucks entering the U.S. NAFTA
opened up trade and truck traffic between Mexico and the United
States. The Inspector General has found that some border States
do a better job of truck inspection than others, and there is a direct
correlation between the safety condition of Mexican trucks entering
U.S. commercial zones and the level of border inspection.

How far can Mexican truck companies currently drive through
the border into the U.S.?

Mr. MEAD. A lot of people think the NAFTA agreement marked
the first time the Mexican trucks could enter the United States.
But actually they have, for some time, been able to come across in
“commercial zones,” 3 to 20 miles. They are not supposed to go be-
yond that, and they are supposed to turn around and go home.

Senator SHELBY. Do they?

Mr. MEAD. Well, I have never seen a Mexican truck outside that
zone. I have heard that sometimes they continue on north.

hSeQnator SHELBY. Mr. Secretary, do you have any comment on
that?

Mr. BAsso. No. I think on the first point that it clearly is that
Zﬁne, and I do not really have knowledge of them going beyond
that.

[CLERK’S NOTE.—Subsequent to this hearing, the following infor-
mation was received regarding Mexican trucks driving beyond the
commercial zone boundaries.]



90

[The information follows:]

LETTER FROM KENNETH M. MEAD

U.S. DEPARTMENT OF TRANSPORTATION,
Washington, DC, June 14, 1999.

Hon. RICHARD C. SHELBY,
Chairman, Subcommittee on Transportation,
Committee on Appropriations, Washington, DC.

DEAR CHAIRMAN SHELBY: At the February 9, 1999 hearing before your committee
on the Top Ten Management Issues within the Department of Transportation, you
asked if Mexican trucks drive beyond the commercial zone boundaries of the four
border states. The answer is “yes”, even though Mexican trucks are not authorized
to go beyond the commercial zones.

All interstate motor carriers operating in the United States, including Mexican
motor carriers operating in the commercial zones, are required to obtain a Depart-
ment of Transportation (DOT) identification number and to display this unique
identifying number on their commercial trucks. We used the identification number
to get the information needed to answer your question.

Under the Motor Carrier Safety Assistance Program, state safety inspectors per-
form roadside inspections of commercial trucks and drivers throughout the United
States to ensure compliance with U. S. safety regulations. Therefore, Mexican trucks
operating inside or outside the commercial zones are subject to roadside inspections.

The Office of the Inspector General extracted the DOT identification numbers for
motor carriers identified as domiciled in Mexico from the Office of Motor Carriers
Management Information System. We compared these unique numbers to the fiscal
year 1998 roadside inspections of commercial vehicles also contained in the Office
of Motor Carriers Management Information System. The results of our comparison
indicate that:

—Roadside inspections were performed beyond the boundaries of the commercial
zone on 68 motor carriers identified as domiciled in Mexico, and were performed
more than once for 11 of the 68 carriers.

—Roadside inspections were performed on the 68 motor carriers at least 100
times in 24 states not on the U.S.-Mexico border, which include the States of
New York, Florida, Washington, Montana, North Dakota, Colorado, Iowa, South
Dakota, and Wyoming.

—Roadside inspections were also performed on the 68 motor carriers outside the
commercial zones but within the four border states (Arizona, California, New
Mexico and Texas) more than 500 times.

This demonstrates that Mexican trucks are operating well beyond the designated
commercial zones. Enclosed is a copy of our recent report on the Department’s Motor
Carrier Safety Program. It identifies the current problems that impact negatively
on motor carrier safety together with recommendations to address those issues.

If I can answer any questions, or be of further assistance, please feel free to con-
tact me at 366—1959 or my Deputy, Raymond J. DeCarli at 366-6767.

Sincerely,
KENNETH M. MEAD,
Inspector General.

Senator SHELBY. I understand that there is currently a morato-
rium on the January 1, 2000 open access provision under NAFTA
that would allow Mexican trucks to freely drive throughout the
U.S. What is the likelihood of this moratorium being lifted before
next January, Mr. Secretary?

Mr. BAsso. All indications are, Mr. Chairman, as Secretary Pena
did in 1995, until we can assure that that moratorium being lifted
Woluld ensure safe truck operations, it will not be lifted. It is going
to last.

Senator SHELBY. Mr. Mead, do you have a comment?

Mr. MEAD. Well, I think we need to come to grips with this. We
have a national treaty here, and our estimate is you need about
125 Federal inspectors down there at the border. California is pro-
viding its own inspectors. There is, as you say, a very strong cor-
relation, just an amazing correlation, between conditions of trucks
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and the level of inspection. The truckers coming across, sir, do not
like it when they are tagged for inspection, they are found to be
unqualified from a safety standpoint, and they have to go home. It
costs them money.

Senator SHELBY. Roughly what percentage of truck traffic at the
U.S.-Mexico border is being inspected by Federal Motor Carrier in-
spectors?

Mr. MEAD. It is infinitesimal. Let me give you one concrete fig-
ure. At the El Paso crossing, 1,300 trucks come across a day. There
is one Federal inspector. He can inspect a total of 14 a day. Califor-
nia, in contrast, at their Otay Mesa crossing, is staffed by numer-
ous people and they, over a 3-month period, will inspect every
truck that comes through there. The out-of-service rate earlier—
that is when a truck is not qualified from a safety standpoint, or
its driver is not. At Otay Mesa in California, where they are fully
staffed, and have a good inspection program, the out-of-service rate
for Mexican trucks is 28 percent. At El Paso it is 50 percent for
Mexican trucks.

Senator SHELBY. Mr. Mead, your office also prepared a report on
motor carrier safety at the U.S.-Mexico border in December. Did
you find that some of the Mexican carriers were driving beyond the
commercial zones?

Mr. MEAD. No, sir.

ADDITIONAL COMMITTEE QUESTIONS

Senator SHELBY. I have a number of questions that we will prob-
ably submit for the record for you people.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO THE INSPECTOR GENERAL’S OFFICE

QUESTIONS SUBMITTED BY SENATOR SHELBY
HIGHWAY-RAIL CROSSING SAFETY

Question. Almost 1,000 people died in 1997 in railroad-highway crossing and rail-
road trespassing accidents in 1997; another 2,000 were injured. This subcommittee
has traditionally been very supportive of the Department of Transportation and Op-
eration Lifesaver’s railroad crossing safety efforts, and under my Chairmanship,
that support has been increased. The Office of Inspector General is currently audit-
ing the Department’s railroad-highway crossing safety action plan. When will the
audit be complete?

Answer. We expect to complete it by the end of May 1999.

Question. Can you generally describe what the federal role is in preventing rail
crossing accidents, versus the role of state transportation departments?

Answer. The Department of Transportation—through the Federal Railroad Ad-
ministration, Federal Highway Administration, National Highway Traffic Safety Ad-
ministration, and Federal Transit Administration—provides national leadership, co-
ordination, and funding of states’ efforts to prevent rail-crossing accidents. State
transportation departments work directly with railroads, local governments, police,
and the public to improve rail-crossing safety.

Question. The Department’s efforts in improving rail crossing safety are only part
of a larger picture. Outside groups, such as the Association of American Railroads
and Operation Lifesaver, as well as highway safety groups, are also actively in-
volved in similar programs. Are these efforts well-coordinated? Should the federal
gggernment take the lead in these programs, or are other organizations better suit-
ed?

Answer. These efforts are generally well-coordinated under Federal leadership.
Through its Rail-Highway Crossing Safety Action Plan, the Department of Trans-
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portation has been involved in specific actions that require coordination with such
groups as Operation Lifesaver, the American Trucking Association, the American
Association of Motor Vehicle Administrators, and metropolitan planning organiza-
tions. The federal government needs to continue to play a lead role in safety pro-
grams because of its nationwide perspective, transportation and safety responsibil-
ities, and available resources.

QUESTIONS SUBMITTED BY SENATOR LAUTENBERG
SHOULD SUSPENDED LICENSES BE PERMANENTLY DISQUALIFYING?

Question. In the case of bus drivers and truck drivers, should we treat a license
suspension as a reason to permanently disqualify that driver from ever again driv-
ing a truck or a bus?

Answer. It is important to keep in mind that if a driver’s commercial license is
suspended, and the driver is precluded from driving, his or her ability to earn an
income is directly impacted. Accordingly, in our opinion first-time offenders should
not necessarily have their license permanently disqualified, but we need to send
first-time and repeat offenders a very clear message. Adjudication—either suspen-
sion or revocation of commercial driver’s license—must mean that a driver cannot
obtain a permit to drive a commercial vehicle during the time his or her commercial
license is either revoked or suspended. For example, in the case of the recent AM-
TRAK train and truck crash in Illinois—even though the cause of the crash has not
yet been officially determined or attributed to the driver of the truck—the truck
driver was using a permit issued to him when his commercial license was suspended
because he received three speeding tickets within in an unacceptable time period.
Under these circumstances, the suspension had not had meaningful effect.

Question. Would this solution only result in increased plea-bargaining in the local
courts to ensure that drivers do not get their license suspended?

Answer. Not if there was a requirement related to commercial driver’s license that
precluded plea-bargaining. The States’ variances in penalizing DUI and DWI viola-
tions are significant. Consistency among the States would better ensure that only
safe drivers retain the privilege of driving. For example, New York State does not
pull a person’s past licensing history when he or she applies for a commercial driv-
er’s license. If a driver is convicted of DUI while operating a commercial motor vehi-
cle, that driver’s license is revoked. If the driver is DUI in a personal vehicle, he
or she loses personal driving privileges and maintains commercial driving privileges.
In contrast, in Pennsylvania a driver may get a commercial driver’s license with a
past conviction if the applicant’s current license is in good standing. If convicted of
DWI while driving a personal vehicle, the entire driver’s license is suspended. If
convicted of DWI while driving a commercial vehicle, the commercial license is re-
Vollzeg for one year. For more than one DWI offense, the license is permanently re-
voked.

Question. Mr. Mead, what solutions would you recommend to ensure that drivers
with suspended licenses do not take the risk of continuing to drive.

Answer. During our recently completed motor carrier safety audit, we did not
focus on commercial driver’s license requirements, procedures or program effective-
ness. We intend to do so in a project later this year. We will keep you informed of
our audit results.

OFFICE OF MOTOR CARRIERS

WHY HAVE COMPLIANCE REVIEWS AND FINES DECLINED WHILE BUDGET RESOURCES
HAVE INCREASED?

Question. If these inspectors are not conducting compliance reviews, what are they
doing with their time?

Answer.In response to our December 1998 survey, OMC investigators stated that
55 percent of their time was spent conducting compliance reviews, enforcements,
roadside inspections and crash investigations. They stated the remaining 45 percent
was spent on duties such as administration, outreach to communities, attending
meetings or seminars, and speaking to associations. Respondents to our survey stat-
ed that during a typical month they spend their time on the following activities:

Percent
Compliance reviews (CRS) ...cccociieiiiiiiiiiieiiieie ettt eees 37
Enforcement (writing reports and other enforcement activities) 13

Roadside inspections 4



Percent

Crash InVestigations .........coceoeriiiiniiienee ettt
Total CRs and enforcement-related activities ..........ccocceevveevieinienicnnennne 55
Administrative dUtIes ......ccceeceiiieeiiieiieeeese ettt 14
Seminars/outreach/speaking to associations/trucking companies . . 12
Monitoring Programs ..........ccccceeveeeenieerniieeenieeeee et . 6
Supervision .........ccceeeeveeenneenn. 4
Training (attending/conducting) . 4
OLRET et ettt ettt sttt et e naees 5
Total other than CRs and enforcement related activities ..........c.ccceceenne 45

Respondents who supplied more detail about “other” activities most often listed:
—Interaction with carriers, the public, and other government agency personnel
—Travel

—Computer maintenance/problems

SHOULD WE USE MARKET FORCES TO PROMPT SAFE TRUCK AND BUS OPERATIONS?

Question. How dramatic a change do you think needs to be made in order for the
OMC to take steps to truly change the behavior in the motor carrier industry, espe-
cially in the bus area?

Answer. OMC needs to take strong enforcement action against carriers violating
critical regulations with the greatest effect on safety. By that we mean fines ap-
proaching the statutory maximum, the issuance of compliance orders, and—if nec-
essary—placement out-of-service. OMC should also develop a monitoring program to
verify that carriers rated less-than-satisfactory, or those with previous enforcement
histories, continue to comply with motor-carrier safety regulations. Finally, OMC
should limit, and finally remove, interstate operating authority from motor carriers
that fail to pay civil penalties within 90 days after a final order is issued or a settle-
ment agreement is completed.

OMC’s history of low fine-assessments and collection amounts has not changed
the behavior of motor carriers that continually violate safety regulations. From fis-
cal year 1995 to fiscal year 1998, 846 carriers drew multiple enforcement actions.
Of those, 127 carriers had 3 or more enforcement actions and 117 carriers had re-
peated violations of the same safety regulations. Only 17 carriers were issued out-
of-service orders. The actual civil penalty amounts settled averaged about $2500. In
addition, OMC allowed motor carriers with multiple enforcement actions to continue
to operate without paying fines.

Repeat violators warranted, but did not receive, stiffer enforcement actions. The
total fines assessed the 117 carriers with multiple violations of the same safety reg-
ulation increased, on the average, by only $451 per year. From 1995 to 1998 the
average penalty originally assessed per enforcement case declined from $5,575 to
$3,517. These fine assessments reflect OMC’s continued emphasis on a carrier’s abil-
ity to pay fines and continue operating after repeat violations are discovered and
prosecuted. OMC settled enforcement cases for amounts significantly less than origi-
nally assessed. From fiscal year 1995 to fiscal year 1998, settlements declined from
67 cents on the dollar to 46 cents. Carriers consider these nominal fines a cost of
doing business.

MORALE PROBLEMS IN OFFICE OF MOTOR CARRIERS

Question. What impact has the situation had on the morale of the enforcement
community within the Office of Motor Carriers?

Answer. The high response rate to our survey of OMC field personnel (73 percent)
indicates that they welcomed the opportunity to share their thoughts and sugges-
tions. They addressed morale in their responses, and offered a variety of reasons
for low morale among OMC field personnel. One message that came through was
that OMC field personnel felt OMC management did not support strong enforce-
ment by allowing safety investigators to conduct more compliance reviews, assess
appropriate fines for violations, and collect those fines.

Of the respondents to our survey, 47 percent rated the OMC enforcement program
poor-to-fair. When asked to suggest changes to the OMC operation, 95 percent said
unsafe carriers should be put out-of-service, 90 percent said OMC should impose
larger fines for repeat offenders, and 87 percent said OMC should use more enforce-
ment actions against carriers who do not follow the rules.

Question. What tools does OMC have at its disposal that it is not using when it
comes to ensuring that bus operators do so in a consistently safe manner?
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Answer. OMC'’s policies and procedures for ensuring the safety of commercial ve-
hicles apply to both trucks and motor coaches (over the road carriers of more than
15 passengers). OMC conducts compliance reviews of the motor carriers to ensure
their compliance with safety regulations. Enforcement actions include assessing
fines, issuing compliance orders, and placing carriers out-of-service.

We found OMC did not include all violations of acute and critical regulations in
civil-penalty cases and did not assess civil penalties at the statutory maximum
amount. Acute and critical regulations are those with the most direct impact on
safety. We analyzed OMC’s compliance review and enforcement databases to deter-
mine the percentage of enforcement actions processed in relation to the number of
violations found in compliance reviews during FYs 1995-1998. We analyzed the 29
most frequently violated regulations cited during compliance reviews. In 1995, OMC
processed enforcement actions on only 12 percent (2,957 of 24,636) of all violations
found during motor-carrier compliance reviews. In fiscal year 1998, that proportion
decreased to 11 percent (2,481 of 22,022) of the violations found.

OMC uses the Uniform Fine Assessment (UFA) software to assess civil penalties
for serious violations. The objective of the UFA software is to increase the uniform-
ity of civil penalties assessed against motor carriers for violations of safety regula-
tions. UFA considers nine statutorily mandated factors in determining the amount
of a civil penalty. While UFA considers these nine factors when assessing civil pen-
alties, OMC established minimum fines, which were well below the maximum
amount established by statute. This minimum fine represents the initial amount as-
sessed against a motor carrier for a safety violation. The amount of the fine in-
creases depending on the seriousness of the violation but rarely to the maximum
allowed by statute.

TRUCK AND BUS COMPANIES FALSIFYING “HOURS-OF-SERVICE” LOGS

Question. What observations can you make regarding the overall level of compli-
ance with the hours-of-service rules on the part of motor carriers generally and bus
operators specifically?

Answer. The OIG Office of Investigations currently has 35 active cases involving
alleged “hours-of-service” violations. Indictments for violations of Federal safety reg-
ulations during the past 24 months total 44, with 35 convictions and $2.6 million
in fines, restitution and recoveries. Based on the cases we have conducted to date,
we feel there is a significant problem with hours-of-service violations. We have re-
ceived no criminal allegations against bus operators as such, and none of these in-
vestigations involved bus companies.

The following tables represent the ratings assigned to motor carriers and, specifi-
cally, to buses:

MOTOR CARRIER COMPLIANCE REVIEWS

Percentage
No. of
reviews Satis- Condi-  Unsatis- Not
factory tional factory rated
6,473 41 28 5 16

6,894 28 13 15 54

BUS COMPLIANCE REVIEWS

Percentage
No. of
reviews Satis- Condi-  Unsatis- Not
factory tional factory rated
437 61 19 8 12

450 49 15 6 30
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HOURS-OF-SERVICE VIOLATIONS BY MOTOR CARRIER

1997 Motor 1997 1998 Motor 1998

Driver Log Violation Carrier Bus Carrier Bus

FAISE LOZS ooovveeveeeeeeeeeeeeeeeeteeee et snsens 3,741 153 3,817 124
Greater than 60 hours in 7 days 2,767 53 2,747 41
Failure to record duty status .. 2,322 129 2,267 108
Driving over 10 hours .............. 2,634 130 2,609 114
Failure to keep driver log 6 months 798 55 885 60

Hours-of-service violations by bus companies

Fiscal year:
1997 i 100 bus companies had 187 drivers placed out-of-service dur-
ing roadside inspections.
1998 ..o 266 bus companies had 467 drivers placed out-of-service dur-

ing roadside inspections.
IS AMTRAK “ON TRACK” TO CLOSE THE GAP?

Question. Have you reviewed Amtrak’s recent financial progress?

Answer. Our review of Amtrak’s March 1998 Strategic Business Plan showed that
Amtrak would sustain an additional $823 million in operating losses between 1999
and 2003, and that it would have an unfunded cash loss of $304 million in 2003,
which is $167 million more than it forecast. Amtrak management is aware of our
concerns and has indicated that it has taken actions to increase revenues and cut
costs. Amtrak has been responsive to the recommendations we made in the Inde-
pendent Assessment.

To reach operating self-sufficiency by fiscal year 2003, first and foremost, Amtrak
must provide good timely service to its customers. It must also implement a robust
high-speed rail service in the Northeast Corridor and greatly expand mail and ex-
press service, an area that offers considerable opportunity for non-passenger reve-
nue. Amtrak must also improve ridership and revenue on Intercity and Amtrak
West trains, and enhance partnerships with State, regional, and local governments.

Amtrak’s 1999 Strategic Business Plan contains new plans to reduce costs, the fi-
nancial impact of which will be important to the success of the 1999 Strategic Busi-
ness Plan. Amtrak management and the Reform Board must pursue forcefully the
actions contained in the 1999 plan and must monitor carefully their implementa-
tion. In this year’s assessment, we will also be monitoring these proposed expense
reductions and will consider the likelihood of their achievement.

Question. Are you at all encouraged by what you've seen regarding their ability
to tap new revenue sources and minimize costs?

Answer. When we complete the ongoing assessment we will be able to tell wheth-
er Amtrak meets or exceeds the revenue-projection and cost-reduction goals estab-
lished in the revised Strategic Business Plan. Our overall assessment, however, is
that with strong leadership, intense management, and favorable economic condi-
tions, it will be possible—albeit difficult—for Amtrak to become operationally self-
sufficient by 2003. Nevertheless, even if Amtrak reaches operating self-sufficiency,
it will require substantial and continuing capital funding to support the system as
it currently exists.

ARE THERE UNIQUE PROBLEMS WITH OMC OVERSIGHT OF BUS COMPANIES? IN NEW
JERSEY?

Question. Can any of you identify particular problems that are unique to the bus
industry and OMC’s efforts to promote bus safety?

Answer. Unlike trucks, motor buses require specialized equipment (ramps) to
complete a full mechanical inspection of the braking system, brakes out of adjust-
ment is one of the top safety violations that places commercial vehicles out of serv-
ice. States are reluctant to perform bus inspections at roadside like trucks because
there are no facilities for the passengers when the bus is placed out-of-service and
needs to be repaired prior to returning to the road. Consequently, buses are in-
spected at the carrier’s terminal or at the buses’ destinations. New Jersey has three
sets of ramps to complete the full mechanical inspection of motor coaches.

OMC established a National Motor Coach Technical Advisory Group to help pro-
mote bus safety. Also, OMC policy requires that passenger carriers receive a higher
priority for compliance reviews than general freight motor carriers.
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Question. Could this figure indicate that New Jersey State Police are actually
more aggressive than their neighbors in ordering unsafe buses off the road?

Answer. Yes. New Jersey bus inspectors may be more effective in spotting unsafe
buses—because of experience and equipment—than their colleagues in neighboring
states. New Jersey has an aggressive bus safety program with a total of 25 full-time
bus inspectors. In fiscal year 1997, the State led the nation in bus inspections per-
forming 6,218 inspections. New Jersey State inspectors also train bus inspectors
from other states. New Jersey has also located inspection sites in close proximity
to major tourist sites—such as Atlantic City—to allow for most bus inspections to
be done after the passengers have left the vehicle.

Question. What observations can you make regarding how the motor carrier laws
are enforced in each state? Is it your view that these laws are enforced uniformly,
or is there a wide variation among states?

Answer. During our audit on the Motor Carrier Safety Program for Commercial
Trucks at U.S. Borders we observed some differences. Enforcement of U.S. safety
regulations on all carriers, domestic and foreign, operating within the United States
is the responsibility of the United States. The enforcement programs performed by
Federal and State inspectors in southern border States have widely disparate ap-
proaches as evidenced by the number of inspectors, frequency of inspections, level
of inspections and inspection facilities. Major differences also exist in enforcement
practices and procedures.

In California, for cost efficiency, law-enforcement officers and civilian State in-
spectors staff the inspection facilities. The remaining border States employ only law-
enforcement officers. California is also the only southern border State that enforces
the Federal operating authority regulation (registration). Another example of incon-
sistency is the fines assessed by OMC personnel as a result of enforcement against
Mexican carriers operating in the commercial zones. The two regional offices with
jurisdiction over the southern border assessed significantly different fines for the
same violations.

HOW DO WE ENSURE THAT BUS OPERATORS CONTINUE TO COMPLY WITH THE LAW?

Question. What solutions would any of you propose in order to ensure that, once
a carrier takes the necessary safety measures, there is adequate oversight to ensure
that they continue to operate safely?

Answer. Follow-up reviews must be performed to ensure that carriers have safety
measures in place. These reviews should, at least, cover those serious safety viola-
tions found during compliance reviews. The follow-up reviews should be performed
in progressive intervals, and should include verifying that carriers’ road perform-
ance indicates continued compliance with safety regulations. This type of monitoring
program could be a condition for reducing assessments for first-time offenders. Re-
peat violators must continue to be targeted for reviews and placed out of service
when warranted.

WHY HAVE COMPLIANCE REVIEWS AND FINES DECLINED WHILE BUDGET RESOURCES
HAVE INCREASED?

Question. What can you tell us as to why compliance reviews have declined by
half at the OMC?

Answer. OMC safety investigators have been assigned to do work other than con-
duct compliance reviews and fewer OMC safety investigators are conducting these
reviews. In response to our December 1998 survey, OMC field staff responded that
55 percent of their time was spent conducting compliance reviews, enforcements,
roadside inspections and crash investigations, and 45 percent of their time on such
duties as administration, outreach to communities, attending meetings or seminars,
and speaking to associations. Further, the number of OMC staff conducting compli-
ance reviews has declined 24 percent, from 348 in 1991 to 263 in 1998.

Question. If that is the case, why hasn’t there been an increase in the amount
of violations and fines levied as part of these compliance reviews?

Answer. There has not been an increase in the number of violations and fines lev-
ied because OMC’s policy is to use enforcement as a last resort. In fact, when en-
forcement action is taken, OMC does not use the many sanctions available to it such
as maximum fines for repeat violators, revocation of authority for lack of payment,
and shut-down orders for unsafe carriers. The survey responses that we received
from the OMC field personnel showed that over 95 percent said that attention needs
to be placed on putting unsafe carriers out of service, 90 percent favored assessing
larger fines for repeat offenders, and 87 percent indicated more enforcement actions
were needed to make enforcement more effective.
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Furthermore, when enforcement actions are taken, OMC personnel negotiate the
settlement amounts significantly less than originally assessed. In fiscal year 1998,
OMC settled for 46 cents on a dollar assessed.

The software package used by OMC to compute fines limits the amount assessed.
In April 1996 OMC implemented the use of Uniform Fine Assessment (UFA) soft-
ware to assess civil penalties for serious violations. UFA’s objective is to increase
the uniformity of civil penalties assessed against carriers for violations of the safety
regulations. UFA limits the number of instances when fines can be assessed. For
example, in one case, the safety investigator recorded 145 violations of 4 safety reg-
ulations during a compliance review. The UFA software further restricted the case
to 7 of the 145 instances when the regulations were violated. Therefore, the carrier
was only fined for the 7 instances. Further, enforcement officials stated they did not
always enforce every violation found. According to OMC policy, any critical violation
discovered have to indicate a pattern of noncompliance of at least 10 percent of the
number of records checked in order to be enforceable.

QUESTIONS SUBMITTED TO THE DEPARTMENT OF TRANSPORTATION

QUESTIONS SUBMITTED BY SENATOR SHELBY
DOT MANAGEMENT OF DISCRETIONARY PROGRAMS

Question. On January 13, the Department released a list of “finalists” for funding
under the new TEA-21 program “Transportation and Community and System Pres-
ervation” (TCSP) program, which was authorized for $20 million in fiscal year 1999.
What are the criteria for this program? Is it a competitive selection process?

Answer. Yes, the selection process for the TCSP program is highly competitive.
FHWA received more than 520 Letters of Intent (LOIs) totaling almost $400 million
for TCSP funding in fiscal year 1999. These LOIs were reviewed by FHWA, FTA,
and EPA field staff for specific criteria. The field review was provided to a 20-person
technical expert panel which included representatives from FHWA, FTA, FRA, OST-
Policy, RSPA/Volpe, and EPA. The panel identified 49 LOIs that were selected as
semifinalists and asked to prepare full grant requests for the final round of competi-
tion. These grant requests were due on March 15, 1999, and we will award grants
in the very near future.

All of the selection criteria for TCSP are taken from Section 1221 of TEA-21. Pro-
posals must meet the purposes of this section. They must improve the efficiency of
the transportation system; reduce the impacts of transportation on the environment;
reduce the need for costly future public infrastructure investment; ensure efficient
access to jobs, service and centers of trade; and encourage private sector develop-
ment patterns which achieve these goals.

In addition, priority is given to proposals that demonstrate a commitment of non-
Federal resources to the project; include an evaluation component; ensure an equi-
table distribution of funds to a diversity of populations and geographic regions; and
demonstrate public and private involvement including participation of non-tradi-
tional partners on the project team.

Question. The fiscal year 2000 budget request proposes to increase the TCSP pro-
gram to $50 million—twice the amount under the TEA-21 firewall. What was the
total amount represented by applications received for the $20 million in fiscal year
1999 grants?

Answer. There was tremendous interest in the TCSP program in fiscal year 1999.
FHWA received more than 520 requests totaling almost $400 million. Requests were
received from States, local governments and Metropolitan Planning Organizations
in 49 States and the District of Columbia.

COAST GUARD DRUG INTERDICTION

Question. Last fall, we appropriated a significant amount of emergency funding—
$344 million—for the Coast Guard to play an expanded role in drug interdiction ac-
tivities. How much of these appropriated funds have been obligated?

Answer. Almost 50 percent of the $344 million has been obligated to date and the
Coast Guard expects almost 80 percent of the funds will be obligated by the end
of the year.

Question. How are the operational decisions for the assets procured with the
emergency funding for drug interdiction activities to be made?

Answer. The Coast Guard is complying with the direction of Congress in the ap-
propriations act and the accompanying conference report. The Coast Guard is apply-
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ing the assets systematically to its multi-year strategy to address the flow of illegal
drugs entering this country.

Question. Are the assets to be purchased with the emergency drug interdiction
funding to be single mission assets or will they fit the Coast Guard’s multi-mission
asset profile?

Answer. The vast majority of assets being purchased with the supplemental fund-
ing while being acquired to enhance drug interdiction operations, will be capable of
responding to the multi-missions of the Coast Guard.

Question. Are the decisions regarding the procurement of assets with the emer-
gency drug interdiction funding being coordinated with other agencies or offices in
the Administration? If so, which ones, and what changes have been made to the pro-
curement mix of that coordination?

Answer. The procurement decisions are being coordinated with the Office of Na-
tional Drug Control Policy and the U.S. Interdiction Coordinator.

HIGHWAY SAFETY—MEXICAN TRUCKS ENTERING U.S.

Question. 1 understand that there is currently a moratorium on the January 1,
2000 open access provision under NAFTA that would allow Mexican trucks to freely
drive throughout the U.S. What is the likelihood of this moratorium being lifted be-
fore next January?

Answer. The Moratorium on the issuance of new grants of U.S. operating author-
ity to Mexican motor carriers was first imposed by Congress in 1982. Since 1984,
Mexican trucking operations have been confined to the border commercial zones es-
tablished by the former Interstate Commerce Commission. The NAFTA sets forth
a timetable for removing the restrictions on Mexican motor carriers on a gradual
basis. In December 1995, when Mexico and the United States were to have lifted
restrictions on the delivery and backhaul of cargo to each other’s border states, the
Department announced a delay on the implementation of the NAFTA provisions for
safety reasons. The Moratorium will continue unmodified until the Department of
Transportation is satisfied that the necessary safeguards have been put in place by
Mexico and the United States to ensure safe cross-border operations. Since bilateral
consultations regarding access to the border states are still ongoing, the Department
cannot anticipate whether the second NAFTA trucking phase—access for Mexican
companies to operate throughout the United States—will occur according to the
NAFTA schedule. The Department expects that the truck access restrictions will
begin to be phased-out within a reasonable time after safety consultations with
Mexico have been concluded.

Question. Roughly, what percentage of truck traffic at the U.S./Mexico border is
being inspected by Federal motor carrier inspectors?

Answer. Less than 1 percent of the truck traffic is being inspected by Federal in-
spectors.

Question. How does the Federal Highway Administration determine how many
Federal safety inspectors to deploy at crossings?

Answer. The FHWA is working with the enforcement agencies of the border
States to establish a permanent and consistent enforcement presence along the bor-
der that will subject Mexican and Canadian vehicles and drivers to roadside inspec-
tions. The intent in increasing the Federal enforcement presence along the Southern
border is to complement rather than replace State enforcement efforts. Therefore,
FHWA is deploying Federal inspectors in locations where the States at this time do
not have enough resources to provide coverage.

The Department continues to believe that the most effective means to ensure safe
cross-border operations is through continued strengthening of the long-standing
Federal-State relations created by the Motor Carrier Safety Assistance Program
(MCSAP). While FHWA is prepared to increase the number of Federal inspectors
at the border crossings, States must augment their own enforcement presence in
border areas and other locations throughout the State as Mexican vehicles begin to
operate farther into the interior of the State and the rest of the country. Toward
this end, FHWA is encouraging States to augment the funding they are already re-
ceiving under MCSAP by applying for a share of the discretionary program funds
available under TEA-21 to fund activities that will lead to a more permanent and
consistent enforcement presence along the border, including inspection facilities,
equipment, additional personnel, and new technologies.

Question. Has an effort been made by the Federal Highway Administration to iso-
late which companies have safety compliance problems, or to direct Federal and
State inspection efforts to the areas where these rogue companies operate?

Answer. Safety compliance information on motor carriers whose vehicles have
been inspected by Federal or State personnel is included in FHWA’s Motor Carrier



99

Management Information System (MCMIS). Roadside inspectors access this infor-
mation through the Inspection Selection System (ISS) to focus inspection activities
on rogue carriers.

The ISS helps roadside inspectors focus on high risk carriers by providing instant
safety performance status and past safety problem statistics on the selected carrier.
The system also presents an “INSPECT, OPTIONAL, or PASS” recommendation on
whether the vehicle should be inspected or not.

Also, as part of the inspection process, vehicles that pass an inspection are issued
a decal which is valid for 90 days. Vehicles with a valid decal are normally allowed
to continue and are not inspected unless the inspector notices obvious defects. The
decals allow the inspectors to focus their efforts on vehicles that have not been in-
spected recently and are more likely to have safety defects.

The FHWA also initiates enforcement actions against carriers with safety compli-
ance problems as identified through roadside inspections. For example, in 1998, ap-
proximately 280 enforcement cases were brought against Mexican carriers.

QUESTIONS SUBMITTED BY SENATOR LAUTENBERG
OFFICE OF MOTOR CARRIERS

Question. Should suspended licenses be permanently disqualifying?

The OMC recently concluded its own “effectiveness study” on the Commercial
Driver’s License program. That study included the remarkable observation that a
surprisingly high percentage of trucks and bus operators appear willing to continue
to operate their vehicles even after their commercial driver’s license has been re-
voked. What is FHWA planning to do about this problem?

Answer. FHWA is planning to address this problem in two ways. First, FHWA
will continue to work to strengthen enforcement of the Commercial Driver’s License
(CDL) penalties against disqualified drivers by conducting more frequent CDL driv-
er licensing checks at the roadside and during compliance reviews. FHWA currently
requires its safety investigators to conduct driver licensing checks during the per-
formance of a compliance review and are working to increase the number of driver
licensing checks being conducted by State inspectors as part of the roadside vehicle
inspection program.

Second, FHWA plans to begin work this fall on a study to obtain a better estimate
of how much CDL enforcement is actually being performed, identify barriers to
achieve greater CDL enforcement, and to develop ways to overcome those barriers.

Question. Should we use market forces to prompt safe truck and bus operations?

In the Coast Guard, we now target substandard ships and shipping companies for
more frequent and more thorough inspections. Importantly, we also make the names
of these ships and shipowners immediately available on the Internet so shippers
know that if they do business with these shipping companies, they can expect to
have their shipments delayed for lengthy Coast Guard detentions.

Since the OMC already has a website that includes data on each motor carrier,
why doesn’t the OMC follow the Coast Guard’s lead and provide a simple list of
every truck and bus operator with significant problems so that the public can make
informed market decisions?

Answer. Providing the marketplace with Internet access to motor carrier safety
information has the potential to elevate safety as the primary criterion for evaluat-
ing the suitability of and hiring individual motor carriers, thus substantially ad-
vancing the cause of highway safety in the United States. Accordingly, the Office
of Motor Carrier and Highway Safety, working with RSPA’s Volpe National Trans-
portation Systems Center, has developed the Analysis & Information (A&I) Online
Intranet site to provide quick and efficient access to information and analysis about
commercial motor carrier safety. Among its components are the SafeStat Online
module, which provides online access to individual motor carrier’s SafeStat score.
SafeStat is an indicator used by FHWA to rank carriers and identify those carriers
with the highest safety risk based on their crash rate, driver and vehicle compliance
and safety management systems. The Crash Profiles Online module contains de-
scriptive statistics—on a State-by-State and National level—about fatal crashes and
non-fatal (injury and property-damage-only) crashes during 1996 and 1997 involving
large trucks. Included in this module is a report that lists the 100 carriers having
the most crashes within each State, with a direct link to each carrier’s SafeStat de-
tail information.

The A&I Online system has been operational for over a year in support of
OMCHS field and headquarters employees. Currently, patrons must be connected
to the DOT network to access the A&l Online site. However, in January of 1999,
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OMCHS management approved a phased approach to expand access of A&I Online
to the Internet with access available to the general public. Certain access controls
will be established to limit access to proprietary and privacy sensitive data. The
A&I Online site on the Internet will better support the current user base as well
as expand access to other government agencies, other motor carrier safety stake-
holders (e.g., State safety agency officials and other Federal Government agencies
that regulate or contract with private commercial motor carriers; shippers; motor
carriers and their associations; and insurance companies) and the general public.

Y2K ISSUES

Question. Why are Y2K costs skyrocketing?

Between August 1998 and November 1998, your estimated Y2K costs went from
$213 million to $321.5 million. Just this month, you reported that the costs have
increased again, to $375.5 million. This is a 76 percent increase in just the past six
months. How confident are you in the accuracy of your latest estimate? Should we
continue to expect these estimates to grow throughout the coming year?

Answer. The estimated cost of $375.5 million reported in the Department’s Feb-
ruary 12, 1999, Quarterly Y2K Progress Report to OMB reflects the latest DOT-wide
cost estimates for Y2K. The cost estimate has increased primarily as a result of re-
quirements that were not anticipated at the time initial cost estimates were pre-
pared. It includes costs to remediate DOT systems for Y2K compliance, as well as
estimated costs for independent verification and validation efforts, business continu-
ity and contingency planning, and domestic and international industry outreach and
assessment.

Globally, Y2K problem resolution has been a project without precedent. The De-
partment of Transportation has been continually learning, redefining efforts, and
adding additional requirements in response to requests from external organizations,
such as OMB and the President’s Y2K Conversion Council. While the latest cost es-
timates were accurate at the time they were reported, it is likely that additional
costs will be identified as Y2K remediation and contingency planning efforts con-
tinue.

A major portion of the increase between August 1998 and November 1998 was at-
tributable to:

The USCG increasing its total Y2K cost estimate by $15 million due primarily to
accelerated project schedules to comply with OMB milestones; increased IV&V costs;
increased contingency plan development costs; unanticipated costs associated with
outreach initiatives; and, increased costs to replace non-Y2K compliant hardware
and software.

The FAA increasing its total Y2K cost estimate by $81.3 million due primarily to
the inclusion in the estimate of fiscal year 1999 costs for the Host and Oceanic Com-
puter System Replacement Program (HOCSR). HOCSR costs had not been pre-
viously included since the program was initiated independent of the Y2K problem.
However, the HOCSR schedule was accelerated to mitigate potential Y2K risks as-
sociated with relying solely on a strategy of renovating the existing system.

The Office of the Secretary (OST) increasing its total Y2K cost estimate by $9.3
million to cover increasing costs for renovation and validation of departmental mis-
sion-critical systems, as well as CIO Y2K program management functions such as
DOT-wide oversight, domestic and international industry outreach, industry assess-
ment, and establishment of a Transportation Sector Y2K information website.

A major portion of the $54 million increase in the Department’s total estimated
Y2K costs from the November 1998 submission to the February 12, 1999 submission
is attributable to increased costs for FAA ($47 million) and USCG ($6.6 million) in
the following areas: acceleration of remediation efforts to ensure timely compliance;
increased validation costs; business continuity and contingency planning; expanded
domestic and international outreach to the transportation sector; and assessment of
Y2K status in the transportation industry.

STATUS OF FAA Y2K TESTING PROGRAM

Question. Will Y2K problems disrupt aviation operations?

The FAA is facing, perhaps, the most serious challenge in addressing Y2K issues.
The GAO, in August 1998, and again today testified that it is unlikely that the FAA
will be able to complete all critical tests of its computer systems in time and that
other unresolved risks will threaten to disrupt aviation operations at the end of the
year. What is the current status of the testing of critical systems at FAA? What
types of systems are yet to be tested, and how confident are you that FAA will com-
plete testing on time?
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Answer. The FAA is currently in the validation phase of its Y2K remediation ef-
forts. The validation phase includes testing all applications and interactions be-
tween scores of converted or replaced computer platforms, operating systems, utili-
ties, applications, databases, and interfaces. The FAA monitors validation schedules
daily. The agency is on target and very confident that it will complete all validation
phase activities by March 31, 1999.

All systems, including National Airspace Systems (NAS) and business systems,
are currently being tested. In addition to testing all systems that required Y2K re-
pairs, FAA is validating systems that were assessed as not requiring Y2K repairs.
Critical testing of FAA’s systems is nearing completion: unit tests are already com-
pleted; system level system tests will conclude on March 31, 1999; and end-to-end
testing of the National Airspace System (NAS) will be completed in April 1999 as
part of the implementation phase.

Question. What contingency plans are in place in the event critical testing is not
completed and system failures occur?

Answer. In the unlikely event a problem is missed during critical testing, the FAA
has a wide range of existing contingency plans to deal with a multitude of cir-
cumstances that may occur in the air traffic control (ATC) system. Specifically, per
FAA orders, each air traffic facility has a current contingency plan that addresses
restoration processes with the NAS. Each individual ATC mission critical system
has a contingency plan in place should a system outage occur for any reason.

At the enterprise level, the FAA completed a draft Y2K Business Continuity and
Contingency Plan (BCCP) on December 31, 1998, which is currently under internal
review. The BCCP specifically addresses Y2K problems from a national perspective,
including airport and international issues, as well as encompassing FAA business
systems. The BCCP is being developed in partnership with unions, subject matter
experts, and FAA management. In the unlikely event an FAA system is not fully
Y2K compliant by the turn of the millennium, the operational functions of that par-
ticular system would be temporarily shifted to the BCCP identified alternative until
Y2K repairs are completed.

COAST GUARD Y2K VESSEL TRAFFIC SYSTEM

Question. In less than a month, on March 24, we will mark the ten-year anniver-
sary of the Exxon Valdez oil spill. It appears that the Coast Guard Vessel Traffic
System in Prince William Sound will not be Y2K compliant by the March deadline
set by OMB. In fact, upgrades to the system are not scheduled to be completed until
October 1999. What assurances can you provide that this critical VTS will, in fact,
be upgraded, tested and fully Y2K compliant by your rescheduled completion target
of October 19997 When will the Coast Guard contingency plan be completed, and
how will it be tested to ensure it will be effective in the event that Y2K compliance
cannot be attained in time?

Answer. The current project plan calls for the existing Prince William Sound
El\/aldez) VTS to be fully Y2K compliant by the rescheduled October 1999 target

ate.

The primary strategy is to replace the existing non-Y2K compliant Raytheon VTS
components with an off-the-shelf Y2K compliant system being produced by Lock-
heed-Martin. The installation of the new Lockheed-Martin developed VTS in New
Orleans is underway, and the Valdez installation has been moved up in the queue
to occur next. Lockheed-Martin has performed a site survey and assessment of the
Valdez location and has developed a project plan for the installation. Contracts with
Lockheed-Martin for the new VTS are in place and task orders have been issued.

A secondary strategy involves determining if the existing Raytheon VTS compo-
nents in Valdez can be made Y2K compliant with a patch or upgrade. To date,
Raytheon has not been able to provide the Coast Guard with a solution, but a simi-
lar fix is being examined for a similar Raytheon system in use by the Federal Avia-
tion Administration (FAA). Raytheon has informed the Coast Guard that it should
know by June 1999 if the existing VTS can be repaired. If the Raytheon VTS compo-
nents can be repaired and made Y2K compliant, the Coast Guard will pursue that
gpi;ion as a contingency should the current Lockheed-Martin effort experience

elays.

A third strategy involves the ‘manual’ tracking of vessels in Prince William Sound
using transponder signals emitted by tankers, and VHF voice radio communications
to track vessel location and movement on plot boards. This contingency strategy cur-
rtle)rlltly exists for events such as a power failure which might render the VTS inoper-
able.

The weather conditions in the region may be the final determining factor as to
which of the above strategies can be utilized. Ironically, the situation may also be
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helped by the season. During the months of the year surrounding the century
change, vessel traffic in the Prince William Sound is minimal. The Coast Guard be-
lieves that adequate levels of safety can be assured for the limited numbers of ves-
sels that will be moving in the area.

OFFICE OF MOTOR CARRIERS AND BUS SAFETY

Question. Are there unique problems with OMC oversight of bus companies? In
New Jersey?

Each of the agencies represented at the witness table testified before the House
Transportation Subcommittee this past Tuesday regarding problems with the Fed-
eral Office of Motor Carriers (OMC). Can you identify particular problems that are
unique to the bus industry and the OMC'’s efforts to promote bus safety?

Answer. The bus industry is unique in that bus drivers are not able to take rest
breaks whenever the need arises and have to accommodate the needs of 40 pas-
sengers, luggage handling and ticketing.

Given recent bus fatalities, it is clear that more emphasis needs to be devoted to
bus safety. The FHWA has several efforts underway that will address these needs
including a review of the hours of service regulations, a study on bus driver stress
and fatigue factors, production of a video to educate bus drivers on fatigue issues,
and additional emphasis on poor performing bus carriers during selection for compli-
ance review.

Question. I have reviewed the data for each state regarding the percentage of
buses and trucks that are ordered off the road for flagrant safety violations. When
you look at the data for New Jersey, you find that commercial vehicles were ordered
off the road at a rate that is below the national average in almost every category.
However, in one category—the mechanical condition of buses—17 percent of all in-
spected buses were ordered off the road while the national average is 10 percent.

Could this figure indicate that the New Jersey State Police are actually more ag-
gressive than their neighbors in ordering unsafe buses off the road?

Answer. New Jersey has a very aggressive bus inspection program requiring in-
spections of New Jersey based carriers twice a year. In addition, New Jersey has
the resources to conduct many inspections and by doing those inspections, they be-
come very experienced in targeting carriers and vehicles that have a history of poor
performance, so naturally the out of service rate would be higher as opposed to ran-
dom inspections. Also, due to the volume of bus travel in the State, inspectors are
more aggressive in their inspection procedures.

Question. What observations can you make regarding how the Motor Carrier laws
are enforced in each State? Is it your view that these laws are enforced uniformly,
or is there a wide variation among states?

Answer. It is not uncommon for bus inspections and enforcement of motor carrier
safety laws to be delivered in varying ways within the States, depending upon the
number of buses entering each jurisdiction. Some have a much higher level of mo-
torcoach and bus traffic than do other States, and some States are more deligent
in their enforcement efforts. To encourage the uniform application of federal regula-
tions, the FHWA has begun the process of promoting uniformity among the States
by delivering the Motorcoach Inspector Training course through the National Train-
ing Center. To date, FHWA has trained over 500 State and federal inspectors in in-
spection procedures and applicable regulations.

Question. How do we ensure that bus operators continue to comply with the law?

As I mentioned in my opening statement, the Bruins Transportation Company
had a compliance review in 1996, and was found to be unsafe. They cleaned up their
act long enough to be allowed to stay in operation. Two years later, after the acci-
dent that killed eight passengers, many of the same problems found in 1996 were
still found to be existing at the carrier. These problems included a sloppy hours-of-
service logs, no evidence of drug and alcohol testing, and troubled vehicles. What
solutions would you propose in order to ensure that, once a carrier takes the nec-
essary safety measures, there is adequate oversight to ensure that they continue to
operate safely?

Answer. Bus companies need to be clearly identified and prioritized within
gHV}\llA’s risk assessment model and FHWA is currently evaluating the best way to

o this.

Question. Why have compliance reviews and fines declined while budget resources
have increased?

When you look at the OMC’s efforts in the last six years, you see that the number
of compliance reviews conducted by the federal inspectors has been allowed to de-
cline by over 50 percent. Yet, during the same time period, funding for the office
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has grown substantially. What can you tell us as to why compliance reviews have
declined by half at the OMC?

Answer. During the past several years, the OMCHS migrated from being a com-
pliance and enforcement agency to that of a comprehensive safety agency. Resources
have been used to address complex safety issues through the use of a larger group
of activities including compliance reviews.

In addition, FHWA now focuses first on conducting reviews of carriers with poor
safety performance histories. Reviews conducted on these carriers are frequently
more complex and time-consuming. Since FHWA is conducting fewer, but more fo-
cused compliance reviews, enforcement actions are better targeted.

Question. OMCHS has defended this decline in oversight by explaining that they
now target their compliance reviews on carriers that have shown specific indicators
that they are likely to be unsafe. If that is the case, why hasn’t there been an in-
creas% in the amount of violations and fines levied as part of these compliance re-
views?

Answer. Violations discovered during compliance reviews have not declined, al-
though the number of compliance reviews conducted have. The OMCHS assesses
fines for serious noncompliance based on the statutory criteria. The OMCHS is cur-
rently reviewing the fine structure and the Uniform Fine Assessment criteria for ef-
fectiveness.

In addition, TEA-21 streamlined FHWA’s penalty provisions, giving the agency
the ability to impose higher fines in some cases and to levy fines without dem-
onstrating gross negligence on a pattern of violations. FHWA will use this authority
to aggressively impose fines on carriers that fail to comply with the safety regula-
tions.

QUESTIONS SUBMITTED TO THE GENERAL ACCOUNTING OFFICE

QUESTIONS SUBMITTED BY SENATOR LAUTENBERG
AMTRAK

Question. What promise is there for non-passenger related revenue?

In the past few months, Amtrak has announced numerous new initiatives, includ-
ing the contracting out of their food preparation operation, new and expanded con-
tracts with the Postal Service, as well as new contracts with the Burlington North-
ern/Santa Fe Railroad and the United Parcel Service to boost non-passenger reve-
nue.

Mr. Anderson, would you care to comment on Amtrak’s non-passenger revenues
and their promise for growth in future years?

Answer. To reduce losses and to help reach the goal of operating self-sufficiency
set by the Congress, Amtrak has aggressively pursued revenues from non-passenger
sources, such as mail and express, telecommunications, and real estate. Initiatives
that have the potential to contribute revenues year after year, such as mail, should
help improve Amtrak’s financial condition. Other initiatives that result in one-time
increase in revenues (i.e., sales of real estate), while helpful, cannot be counted on
to improve Amtrak’s financial condition over the long-term, because they are non-
recurring.

Question. Mr. Anderson, your statement points out that Amtrak loses $2 for every
dollar it earns in revenues from train operations. Why do you find that figure sig-
nificant when fully one quarter of Amtrak’s total revenues are not from train oper-
ations, when you exclude the Federal appropriation?

Answer. Amtrak continues to look for opportunities for non-passenger service rev-
enues (such as real estate development and telecommunications) as a means to help
turn its financial condition around. Yet most of its revenues and expenses are relat-
ed to its passenger-related activities. Amtrak needs to look long and hard at its
route structure and its train operations. This includes looking at opportunities to
increase train-related revenues and reducing train- and route-related costs.

OFFICE OF MOTOR CARRIERS AND BUS SAFETY

Question. Are there unique problems with OMC oversight of bus companies? In
J?

Each of the agencies represented at the witness table testified before the House
Transportation Subcommittee this past Tuesday regarding problems with our Fed-
eral Office of Motor Carriers (OMC).

Can any of you identify particular problems that are unique to the bus industry
and OMC'’s efforts to promote bus safety?
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Answer. The most obvious difference between the bus industry and the truck in-
dustry is that a crash involving a bus has the potential for more injuries and fatali-
ties. Even so, in 1997 crashes involving commercial buses resulted in 335 deaths
and 27,275 injuries while crashes involving large trucks resulted in 5,335 deaths
and 132,513 injuries. In its Motor Carrier Safety Program, the Office of Motor Car-
riers leaves it to the states to decide where the greatest safety problems lie and tar-
get their efforts accordingly.

While we have not done any work regarding bus safety throughout the nation, in
our reviews of states efforts’ to ensure that large commercial trucks and commercial
busses entering the United States from Mexico comply with U.S. safety regulations,
we found that state enforcement officials devoted much more time to inspecting
trucks than buses. This occurred because there were 20 times as many truck cross-
ings as there were bus crossings (an average of 12,000 truck crossings versus an
average of 598 bus crossings each day).

Question. 1 have reviewed the data for each state regarding the percentage of
buses and trucks that are ordered off the road for flagrant safety violations. When
you look at the data for New Jersey, you find that commercial vehicles were ordered
off the road at a rate that is below the national average in almost every category.
However, in one category—the mechanical condition of buses—17 percent of all in-
spected buses were ordered off the road while the national average is 10 percent.
Could this figure indicate that the New Jersey State Police are actually more ag-
gressive than their neighbors in ordering unsafe buses off the road?

Answer. The statistic could represent several conditions. These might include that
New Jersey enforcement officials were more effective in selecting buses with severe
mechanical conditions than their counterparts, even if the physical condition of
buses in neighboring jurisdictions did not significantly differ from those in New Jer-
sey. (Enforcement officials typically select vehicles for inspection that they suspect
have safety problems, rather than selecting vehicles randomly.) It also might mean
that buses operating in New Jersey had more severe mechanical problems, every-
thing else being equal.

Question. What observations can you make regarding how the motor carrier laws
are enforced in each state? Is your view that these laws are enforced uniformly, or
is there a wide variation among states?

Answer. Enforcement strategies vary by state. For example, California has chosen
to build facilities to inspect a greater proportion of commercial trucks that enter the
United States from Mexico. Texas had not done this as of the time of our work in
1997. Also, California had chosen to devote more enforcement officials to border
crossings than had Texas. But, the consequence for California is that those same
resources invested at the border are not available for enforcement activities else-
where in the state. Also, as mentioned earlier, enforcement officials in the four bor-
der states had elected to devote much more effort to inspecting commercial trucks
than to inspecting commercial buses entering the United States from Mexico, again
representing their priorities. OMCHS recognizes the need for uniformity of laws and
fines but has no current initiatives to further this goal.

Question. How do we ensure that bus operators continue to comply with the law?

As I mentioned in my opening statement, the Bruins transportation Company had
a compliance review in 1996, and was found to be unsafe. They cleaned up their
act long enough to be allowed to stay in operation. Two years later, after the acci-
dent that killed eight passengers, many of the same problems found in 1996 were
still found to be existing at the carrier. These problems included sloppy hours-of-
service logs, no evidence of drug and alcohol testing, and troubled vehicles.

What solutions would any of you propose in order to ensure that, once a carrier
takes the necessary safety measures, there is adequate oversight to ensure that they
continue to operate safely?

Answer. One response would be for additional compliance reviews to be conducted
until enforcement officials are satisfied that safety improvements will not be aban-
doned once the federal or state presence is reduced. However, this creates a thorny
problem. Because the number of compliance reviews that can be conducted in any
one year is small (6,000-8,000) relative to the number of carriers in existence (over
400,000 interstate carriers alone), OMCHS’ SafeStat criteria target carriers with ac-
tual safety problems (e.g., a carrier had an accident that involved a death or an in-
jury). Performing a series of compliance reviews on a problem carrier whose per-
formance has improved and remained consistent over a period of time would likely
result in another carrier with a demonstrated and uncorrected safety problem might
not be subject to a compliance review.
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OFFICE OF MOTOR CARRIERS

Question. Why have compliance reviews and fines declined while budget resources
have increased?

When you look at the OMC’s efforts in the past six years, you see that the number
of compliance reviews conducted by the federal inspectors has been allowed to de-
cline by over 50 percent. Yet, during the same time period, funding for the office
has grown substantially.

Ol\\/){\’élgt can you tell as to why compliance reviews have declined by half at the

Answer. OMC has defended this decline in oversight by explaining that they now
target compliance reviews on carriers that have shown specific indicators that they
are likely to be unsafe and that overseeing these high-risk carriers is more time-
consuming, resulting in fewer total reviews.

Question. If that is the case, why hasn’t there been an increase in the amount
of violations and fines levied as part of these compliance reviews?

Answer. We have not done any work looking at fines resulting from violations.
Tﬁle Deplfrtment of Transportation’s Office of the Inspector General has performed
this work.

SUBCOMMITTEE RECESS

Senator SHELBY. The hearing will now be recessed. The sub-
committee will reconvene next Thursday, March 4, at 10:00 a.m.,
in Dirksen 124, to hold an overview hearing on the Department of
Transportation’s 2000 budget request. The witness will be the Sec-
retary of Transportation, Rodney Slater, and his staff.

Th?ink you, gentlemen, for appearing. The subcommittee is re-
cessed.

[Whereupon, at 11:34 a.m., Tuesday, February 25, the sub-
committee was recessed, to reconvene subject to the call of the

Chair.]
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The subcommittee met at 10:10 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Richard C. Shelby (chairman) presid-
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Present: Senators Shelby, Gorton, Bennett, Campbell, Stevens,
Lautenberg, Byrd, Kohl, and Murray.

FISCAL YEAR 2000 DEPARTMENT OF TRANSPORTATION
BUDGET OVERVIEW

DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

STATEMENT OF HON. RODNEY SLATER, SECRETARY OF TRANSPOR-
TATION

OPENING REMARKS

Senator SHELBY. Mr. Secretary, thank you for being with us this
morning. I am expecting that we will have a very well attended
hearing because you seem to be, nowadays, a very popular witness
and we appreciate your presence.

Secretary SLATER. Thank you, sir.

Senator SHELBY. Either you are doing a good job, Mr. Secretary,
and several of my colleagues want to congratulate you, you can tell,
or they have suggestions as to how you could do your job better.
We will have to wait and see.

Clearly, Mr. Secretary, the members of this subcommittee on
transportation appropriations are concerned and are very inter-
ested in your proposed budget and the activities of the Department
and I have a few questions at the proper time of my own.

First, I want to make a couple of points about the President’s
budget request for the Department of Transportation. I will be very
brief as I know your time is limited. My colleagues have a number
of questions I am sure that they would want to ask. I want to give
everyone here a chance to engage in a dialogue with you.

(107)
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PRESIDENT’S BUDGET PROPOSAL

At first blush, Mr. Secretary, the President’s budget looks fairly
generous toward transportation. But I think the numbers in your
budget were, in large part, determined last year when the Presi-
dent signed the TEA-21 legislation.

If we pull out the dollars associated with new user fee proposals
and the increase in the highway and transit accounts due to the
increased levels of gas tax receipts, we are left with a request for
budget resources that is actually almost a billion dollars less than
Congress appropriated last year. I am hopeful that this will be suf-
ficient. But at this point under the current discretionary budget
caps, I do not think even the President’s allocation for the function
400 account can be achieved without some very substantial cuts in
other programs. Well, we will have to see.

I think the President’s budget does underscore the importance of
transportation in continuing to support the infrastructure invest-
ment that fuels our national economy and promotes the quality of
life that we all enjoy. Even though the investment in transpor-
tation infrastructure, whether it be roads, transit systems, airports,
air space management systems or Coast Guard aircraft ships and
facilities, has increased during the time you have been the Sec-
retary of Transportation and while I have been the Chairman of
this Subcommittee. The continuing constrained budget environ-
ment that we both must live in necessitates that we review all the
programs and accounts under our stewardship and cull out with
your help the unnecessary spending so that we can focus again on
the Federal investment on those projects and programs that the
American public wants and needs.

AIRLINE DEREGULATION AND DISCLOSURE ACT OF 1999

On another note, I also wanted to let you know, Mr. Secretary,
that I am going to introduce a bill soon that provides greater trans-
parency and clarity for the airline traveling public. I will call it the
Airline Deregulation and Disclosure Act of 1999. And at the proper
time I will have a statement on the floor of the Senate and I will
have copies of the bill delivered to you and to the members of the
subcommittee as well as the press and the public.

PREPARED STATEMENT

Mr. Secretary, as always, I look forward to working with you in
the coming year and we are pleased that you are going to be here
with us today.

[The statement follows:]

PREPARED STATEMENT OF SENATOR RICHARD C. SHELBY

Mr. Secretary. Thank you for being with us this morning. I expect that we will
have a very well-attended hearing this morning—you seem to be a popular witness.
Either my colleagues want to congratulate you on the job you are doing, or they
have a few suggestions as to how you might run the Department better.

Clearly, the members of this Subcommittee are concerned and interested in your
proposed budget and the activities of the Department and I have a few questions
of my own. But first, I wanted to make a couple of points about the President’s
budget request for the Department of Transportation. I will be very brief, as I know
your time is limited, my colleagues have a number of questions they want to ask,
and I want to give everyone a chance to engage in a dialogue with you.
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At first blush, the President’s budget looks fairly generous towards transportation,
but I think the numbers in your budget were in large part determined last year
when the President signed the TEA-21 legislation. If we pull out the dollars associ-
ated with new user fee proposals and the increase in the highway and transit ac-
counts due to the increased levels of gas tax receipts, we are left with a request for
budget resources that is actually almost a billion dollars less than Congress appro-
priated last year. I'm hopeful that this will be sufficient, but at this point under
the current discretionary budget caps, I don’t think that even the President’s alloca-
tion for the Function 400 account can be achieved without some very substantial
cuts in other programs.

But I think the President’s budget does underscore the importance of transpor-
tation in continuing to support the infrastructure investment that fuels our national
economy, and promotes the quality of life we all enjoy.

Even though the investment in transportation infrastructure—whether it be
roads, transit systems, airports, airspace management systems, or Coast Guard air-
craft, ships and facilities—has increased during the time you have been the Sec-
retary of Transportation, Mr. Slater, and while I have been the Chairman of this
Subcommittee, the constrained budget environment that we both must live in neces-
sitates that we review all the programs and accounts under our stewardship and
cull out the unnecessary spending, so that we can focus federal investment on those
projects and programs that the American public wants and needs.

On another note, I wanted to let you know, Mr. Secretary, that I intend to intro-
duce a bill soon that provides greater transparency, more freedom and choice, and
clarity for the airline traveling public. Every one of us here has an airline horror
story to share, and my bill will encourage the airlines to be more competitive and
responsive to their passengers. As soon as I introduce this legislation, I will have
copies of the bill delivered to you and the members of the Subcommittee.

As always, I look forward to working with you in the coming year. Senator Lau-
tenberg?

ALASKA VOLCANO OBSERVATORY

Senator SHELBY. Senator Stevens.

Senator STEVENS. Thank you very much. I am here to thank the
Secretary. Secretary Slater came to my state last year and really
spent a great deal of time. He is not like some of the summer visi-
tors who spend more time fishing than they do looking at what the
subjects are, but I like both kinds.

PREPARED STATEMENT

I do hope that you will come back up again this year as I have
indicated to you. I am only here for one thing and I would ask my
full statement go in.

Senator SHELBY. Without objection, so ordered.

[The statement follows:]

PREPARED STATEMENT OF SENATOR TED STEVENS

Good morning Mr. Secretary. We appreciate your taking the time to review the
budget request with us today.

I believe you and I last discussed your department’s budget in the Anchorage
International Airport. Alaskans tell me they greatly enjoyed your visit last summer,
and I hope we can get you up there again soon. You still haven’t seen our ferry sys-
tem, and we could use your expertise with many of the unique issues we face in
rural Alaska.

One issue in your budget is notable for its absence. While I am told that you re-
quested funds for the Alaska Volcano Observatory, the final budget we received did
not mention this small but important program.

The observatory is not as important to Alaskans as it is to the millions of people
who fly across the Pacific each year. As you know, the major transpacific air routes
cross right over the Aleutian Islands, which is one of the most active volcanic re-
gions on earth.

In 1989, 230 people almost lost their lives over Alaska when a 747 flew into the
ash plume of Mt. Redoubt. The plane fell 13,000 feet before recovering, and all four
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engines had to be replaced at a cost of $80 million. Globally, there are five close
calls every year involving airplanes and volcanoes.

In 1997, the Alaska Volcano Observatory received a Golden Hammer Award from
the Vice President for efficiently providing its important safety service.

I hope in the future that you, myself, the Vice President, the scientists and the
aviation community who support this program can convince the budget writers that
aviation safety is not a political issue.

Senator STEVENS. Thank you.

I know that you asked for funds for the Alaska Volcano Observ-
atory, but those were not included in the President’s budget. And
I think that is very regrettable, and I want to call attention to ev-
erybody what this means.

That observatory has brought about the world’s attention to the
problem of high-flying aircraft in the vicinity of volcano eruptions.
Every year, millions of people fly across the Pacific, and the trans-
pacific routes come over the Aleutian Islands. That is the most ac-
tive volcanic region on Earth. It is not just our planes. It is the
planes of the world. We are the air crossroads of the world.

In 1989 there were 230 people on board a 747 when it flew into
the ash plume arising from the eruption of Mt. Redoubt. That
plane fell 13,000 feet. All four engines went off. Luckily—I cannot
remember how many came back on, but they did come back on. All
four engines, however, when examined had to be totally replaced
to the cost of $80 million. There are five close calls every year on
airplanes and collisions from airplanes in volcanic ash.

In 1997 that observatory received from the Vice President the
Golden Hammer Award for efficiently providing this important
safety service, but now it has been left out of the budget.

I congratulate you for asking, but I do want the committee to be
on notice. That is one of the items I want to see put back into this
budget. As a matter of fact, I had to change my destination and go
to Fairbanks the night of that incident. And I drove down to An-
chorage and I became very aware of what had happened and called
the FAA and others together, and we started the concept that night
of what finally lead to the observatory.

If you will, put in the record these statistics, Mr. Chairman. The
AVO—that is what we call the Alaska Volcano Observatory—has
given notice on several occasions that has resulted in saving lives.

In 1996 there were 3,000 earthquakes along the Aleutian chain
in 2 days. That opened up a 10-mile long crack on Unimak Island.
But the sensors that had been placed on that island by the observ-
atory permitted our public officials to avoid a costly evacuation of
the island to move the people to a safer part of the island. And I
just cannot overestimate in our part of the world how much that
observatory means to our safety.

Thank you very much. I hope you will put this in the record.

Senator SHELBY. Without objection, it is so ordered.

Senator Byrd, you want to yield to Senator Lautenberg.

Senator LAUTENBERG. That is very kind. Thank you. I look for-
ward to hearing from Senator Byrd.

Mr. Chairman, we are doing the right thing at this moment. We
are going to hear from our distinguished Secretary who has done
a really good job, and I hear it from both sides of the isle, Mr. Sec-
retary. And that is a pretty good sign things are okay.
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We do not need any more turmoil than we have got around here.
And I am glad to know that others agree that you are doing the
job you are assigned to do. We appreciate it and respect it.

ECONOMIC EXPANSION

Last week we learned yet again that this Nation’s economic ex-
pansion is continuing at a rate that is surpassing almost all expec-
tation. The economy in the last quarter grew at a rapid 6.1 percent
annual rate as measured by the gross domestic product, the broad-
est measure of the U.S. economy. This quarterly growth was one
of the strongest ever in recent memory. It now looks as if our Na-
tion’s longest peacetime economic expansion is going to last for at
least 8 years and, hopefully, a lot longer than that.

What does this good economic news mean for our national trans-
portation enterprise? It means that we can expect stress on an al-
ready stressed transportation system. There is a good side and a
bad side, obviously. But the best side is that we see growth.

Greater shipments by manufacturers will mean that our already
congested freight rail main lines will be further congested. It
means that our already congested highways will get even more con-
gested.

And any member of this subcommittee who flies regularly can
tell you that the runways at our airports are jammed and flight
delays are on the rise. This past June we reached the highest level
for airline delays for any month within the last 4 years, almost
40,000 flight delays of 15 minutes or more in a single month.

I do not need to review the data to speak to this problem. I and
many of my constituents regularly fly through Newark Inter-
national Airport. It is a beautiful airport with good and new facili-
ties. However, the air congestion in the New York/New Jersey re-
gion in combination with growth in traffic has caused Newark to
be ranked once again as the most delayed airport in the United
States.

So as our economy expands and traffic increases, our U.S. De-
partment of Transportation finds itself in a rapid game of catch up.
We are years, if not decades, behind in making the necessary in-
vestments in transportation infrastructure. In recent years we have
made some progress, especially since TEA-21 was enacted. But we
will need to continue to make rapid progress if we are ever going
to come close to reversing the trends we see in congestion.

In that regard, there is a lot to like in the budget that Secretary
Slater will be presenting us this morning. For the first time the
proposed annual DOT budget will top $50 billion. But I quickly
point out that just on our highways it is estimated that the annual
cost of congestion to our economy is close to $74 billion.

The budget before us fully honors the guaranteed spending levels
called for under TEA-21. Under those funding levels we will see
highway spending grow by 22 percent in the 2 years from fiscal
year 1998 to fiscal year 2000. Transit spending will grow by 25 per-
cent over the same period and a lot of this credit for this fine budg-
et belongs to the Secretary.
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MANAGEMENT CHALLENGES

Last week this subcommittee took some very sobering testimony
from GAO and the DOT Inspector General regarding the manage-
ment challenges at DOT. It was clear to this Senate that much
more needs to be done toward ensuring highway safety, especially
as it involves motor carriers including trucks and buses.

While the FAA is working hard to address the Y2K bugs in our
air traffic control infrastructure, much more needs to be done in a
very short period of time. Our hearing last week reminded all of
us that this issue is not only how much we spend, but how we
spend it.

I know that the Secretary agrees with that observation. I look
forward to hearing his testimony this morning.

Thank you, Mr. Chairman, and thank you, Senator Byrd, for
your courtesy.

Senator SHELBY. Senator Byrd now.

Senator BYRD. Mr. Chairman, I thank you.

TEA—21

The Transportation Equity Act for the 21st century or TEA-21
as it has come to be known was perhaps the greatest legislative ac-
complishment of the 105th Congress. It reversed a longstanding
trend of Federal disinvestment in our Nation’s infrastructure. The
bill called for $216 billion in transportation investments over the
6 years, 1998 through 2003. Of that amount, $173 billion was pro-
vided in contract authority for our national highway system.

The authorized level for highway spending rose a full 40 percent
above the level authorized for the previous 6-year period under the
Intermodal Surface Transportation Efficiency Act or ISTEA. Impor-
tantly, this added highway spending allowed the unique needs of
differing regions of the country to be accommodated.

As far as I am concerned, an important cornerstone of the bill
was a provision of $2.25 billion in contract authority for the Appa-
lachian development highway system. For other Senators it was
funding for Federal lands, highways, or new roads to improve trade
across our international borders.

Most importantly, TEA-21 put into law a mechanism to ensure
that the funds deposited in our highway trust fund will be spent
on the purpose for which they are collected; namely, the construc-
tion and restoration of our Nation’s highways. This mechanism,
now referred to as the highway funding guarantee, is extremely im-
portant as it embodies the Federal Government’s commitment to
keep faith with the taxpayers of the Nation who pay into that high-
way trust fund every time they go to the gas pump.

The highway funds that are guaranteed under TEA-21 are re-
quired to be appropriated each and every year through 2003. As
such, the Congress’ commitment to these guarantees could be test-
ed through the appropriations process, especially when available
funding for other domestic needs is scarce.

For the coming fiscal year the funding guarantees call for high-
way spending to grow by another $2.2 billion or 9 percent above
the current year’s level. But the overall spending cap that will gov-
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ern our discretionary spending for the coming year is extremely
tight.

For the most part, and I emphasize for the most part, the admin-
istration’s budget honors the highway funding guarantee called for
in TEA-21.

DISCRETIONARY SPENDING CAPS

But for this discretionary spending overall, the administration’s
budget seeks a program level well in excess of the spending cap
and the existing budget agreement. In fact, the President’s budget
states clearly right on table S—4 of the budget that he is seeking
$17.8 billion more than the cap for fiscal year 2000 will allow.

The Congressional Budget Office testified that the overage under
their scoring is closer to $30 billion. The administration’s budget
proposes to close this gap by recommending several controversial
offsets such as new user fees that have been rejected by previous
Congresses and will be very difficult to enact this year.

USER FEES

A microcosm of this situation can be seen right within the budget
for the Department of Transportation. While the overall budget for
transportation proposes an increase of 4.5 percent or $2.2 billion,
the budget simultaneously requests new user fees within the De-
partment of Transportation totaling $1.657 billion. Almost $1.5 bil-
lion of those new user fees would be within the Federal Aviation
Administration.

Mr. Secretary, it will not surprise you that many Senators will
want to talk with you about how to spend your proposed increase
of $2.2 billion. Far fewer Members will be interested in discussing
your user fee proposal of $1.6 billion.

HIGHWAY FUNDING GUARANTEE

We are in the early stages of a very long debate over the final
makeup of this year’s budget. But I want to signal here and now
that as far as I am concerned, the highway funding guarantee is
not open to negotiation. That was fought for and won in TEA-21.
I will continue to defend the principles that funds deposited in the
highway trust fund should be spent on our Nation’s highways.

Now you will note that earlier I stated that the administration’s
budget honors the highway guarantee included TEA-21, “for the
most part.” Well, I say for the most part because I find one signifi-
cant and disturbing policy change included in this budget that
serves to divert a portion of these highway revenues to other pur-
poses.

The TEA-21 law included an important provision called Revenue
Aligned Budget Authority. That program is at the core of our com-
mitment to the gas taxpayers of America. It says that when gas tax
receipts to the highway account of the highway trust fund exceeds
the level that was anticipated under TEA-21, then highway spend-
ing will increase automatically by the amount of those increased
tax receipts.

The TEA-21 law calls for this additional funding to be spent on
highways and highways only. After all, we are talking about re-
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ceipts to the highway account of the highway trust fund. I am dis-
appointed, therefore, to see the administration’s budget skim off al-
most a third of these funds, more than $450 million, for other non-
highway purposes.

Funds are diverted to research programs, to transit programs, to
the National Highway Traffic Safety Administration, and to the
Federal Railroad Administration. I am not against funding those
agencies, but I cannot support diverting these highway funds which
are expressly authorized for the purpose of highway construction to
non-highway uses.

I am glad that Secretary Slater is here this morning, and I look
forward to discussing these and other issues.

Thank you, Mr. Chairman.

Senator SHELBY. Senator Gorton.

Senator GORTON. Mr. Chairman, you and Senator Byrd have elo-
quently outlined some of the troubling aspects of this appropria-
tions bill. As a consequence, I am going to focus on only one of
them, though I share the concerns that my colleagues have stated
with respect to others.

USER FEES

In connection now with aviation, what this budget calls for is a
huge increase in effective taxes on the aviation industry, the au-
thorization of substantial increases in local passenger facility
charges, a huge user fee initiative without any definition of what
it would be and before the Federal Aviation Administration has de-
veloped any kind of cost accounting system on which a valid user
fee scheme could be based.

And in return for those increased taxes, the Federal Government
under this budget will substantially cut the amount of contribu-
tions that it is going to make. An Airport Improvement Fund re-
duction, large reduction from the amount that, with your leader-
ship, we appropriated for this last year is even less than was re-
quested last year.

Mr. Chairman, with the Secretary here, I know that you join
with me in the opinion that he has been one of the most responsive
secretaries I can remember in Republican or Democratic adminis-
trations. I have never called him without getting a prompt re-
sponse, and I never asked for help without, at the very least, hav-
ing had his attempt to do whatever he could.

So I cannot blame him for this budget. I think this budget was
done at a level higher than he finds himself. And I think he is
going to be a trouper and defend it. But I do not think that we here
on this Committee can defend a budget that is based on user fees
that he, the Administration, you and I, Senator Byrd and everyone
elsg knows we are not going to impose. We simply are not going
to do it.

So the real question is how do we treat these transportation pri-
orities fairly and generously without the unrealistic accounting
that the Administration has given us in this budget. I hope that
after he has done his duty to the Administration and eloquently de-
fended the budget that I think he knows is unrealistic, as we do,
that he will at least privately help us. Come up with a way to solve
all of these problems in the direction that we are likely to go.
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Senator SHELBY. Senator Kohl.

Senator KOHL. Thank you, Mr. Chairman, and welcome, Sec-
retary Slater.

We thank you for coming before us today to discuss the Depart-
ment of Transportation budget for fiscal year 2000. It is encourag-
ing that you have come here to discuss a budget that prioritizes
and strengthens infrastructure investment overall, even if we differ
on details.

HIGHWAY APPORTIONMENTS

One area where we do have a major difference is on where con-
trol of highway dollars should rest. Mr. Secretary, last year you
took the time to visit the area surrounding Green Bay, Wisconsin,
to talk transportation with state and local officials. And everyone
walked away from that meeting feeling that the Administration re-
spected the direction and decisions of those closest to their own
states’ transportation challenges.

Unfortunately, this year’s budget reflects quite a different philos-
ophy. It seeks to amend TEA-21 by moving resources away from
the core highway programs and by reducing the funds available to
the states, which in the case of Wisconsin will result in a $26 mil-
lion reduction. The Beltway is a long way from the back roads of
Wisconsin, and transportation decisions made inside the Beltway
too often lead to dollars flowing out of my state and other states.

GREAT LAKES

In Wisconsin we also take issue with your Coast Guard budget.
As you know, the Coast Guard plays a vital role in the economy
of the Great Lakes. One-hundred eighty million tons of iron, ore,
coal, grain, and timber are shipped through the lakes each year.

We are also the home of Marinette Marine where you had a
chance to visit last year. Marinette is an important employer from
my state as well as an important past and future contributor to the
Coast Guard’s safety mission. So the Administration’s proposal to
collect user fees on Coast Guard activities targets a critical piece
of our economy.

We all want to keep the books in balance, and we have rejected
this idea in the past, and it is my hope that we will do so again
this year. The economic and safety implications are simply too
great to do otherwise.

AIRPORT IMPROVEMENT PROGRAM

Mr. Secretary, let me also mention that while we in Congress
must pass the Airport Improvement Program, AIP, it is my hope
that we will then work together to secure a generous appropriation
for AIP, one that is more than the Administration requested. Sev-
enty percent of Wisconsin’s airport improvements are threatened
by delays in AIP funding. Further reductions would only add insult
to injury and threaten critically needed improvements.

Let me close by simply urging that, as in all funding decisions,
we pay for transportation in a balanced manner and one that does
not unreasonably favor highway or transit over Amtrak, airports,
or the Coast Guard. All the transportation pieces are important. I
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hope we can work together to craft a balanced, cost-effective, and
responsible bill.

Secretary SLATER. Thank you, Mr. Chairman.

Senator SHELBY. Mr. Secretary, your written statement will be
made part of the record in its entirety. And, if you would, sum up
your statement in time for us to ask you questions.

We appreciate you, again, being here. You may proceed as you
wish.

STATEMENT OF SECRETARY SLATER

Secretary SLATER. Thank you, Mr. Chairman, and to members of
the Subcommittee.

I want to thank for the opportunity to testify before you today,
to hear of your concerns, and to begin the process of working with
you to provide a record level of funding for transportation infra-
structure. As many of you have noted through your many, many
examples, transportation is about more than concrete, asphalt and
steel, it is about people. It is about this Nation’s economy. It is
about how we invest our transportation dollars to rebuild commu-
nities. It is about keeping America moving.

A record $50.5 billion budget we have proposed for fiscal year
2000 will be vital to keeping America strong as we move into a new
century and a new millennium. As the President stated in his State
of the Union address, how we fare as a Nation far into the 21st
century depends on what we do as a Nation today.

And I can think of no better discussion for focusing on the Na-
tion’s future than our discussion about the importance of transpor-
tation as we move into a new century, and a new millennium, and
as we seek to secure our place in the international marketplace.

The fiscal year 2000 budget helps to set the course for invest-
ment to ensure that we have a transportation system that supports
our needs in a new century, but that also enhances and undergirds
our dreams, hopes, and aspirations as a country for the new millen-
nium.

It is a budget not just about funding concrete, asphalt and steel,
but it is a budget that speaks to the interests, needs, hopes, and
aspirations of the American people. Those needs are addressed by
the Department through our strategic plan which you, as Members
of Congress, have recognized as the best in government. There, you
recall, we focus on safety as our top transportation priority. Many
of you have spoken about safety concerns this morning, and we will
come back to those as we respond to your questions specifically.

But also the issue of mobility, economic growth, environment and
security. Our strategic plan focuses on this collection of goals as
well. What I would like to do in summary fashion is to speak to
all five, though rather briefly, so that we can begin the process of
questions and answers.

SAFETY AND SECURITY

Our efforts to improve transportation safety and security are
measured in terms dear to all of us, the lives we save. Our fiscal
year 2000 budget includes a record $3.4 billion for transportation
safety, an 8 percent increase above the levels of our current budget.
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These resources will be used to increase critical highway, rail, mar-
itime and aviation safety programs.

Many of you have talked about our ability to move 615 million
passengers throughout our skies, but also about the growing grid-
lock. Many of you have talked about the importance of road con-
struction and its relationship to safety. All of these factors will be
adtgh‘essed in our proposed budget of $3.4 billion for transportation
safety.

I also took special note of the fact that many of you said that we
have done a good job—and note that I say we because I am fortu-
nate to have a great team with me at the Department of Transpor-
tation. Just yesterday we concluded a very successful national con-
ference on transportation safety, working with industry and also
with many members of Congress who appeared before us. All of us
made a commitment to safety and noted that it would be a promise
that we would keep together.

Last year, as you know, nearly 42,000 Americans died on our
roadways. Highway crashes are the leading cause of death for all
individuals ages 6 through 27. Surgeon General Satcher came by
and was with us for the conclusion of our historic commitment to
work together better and underscored the importance of our work
in that regard.

Also, today seat belts save about 10,000 lives annually. And we
hope through these resources to increase that number. Last Satur-
day many of you will recall that the President announced a new
requirement for universal child safety seats making it easier for
parents to secure in a more simplified manner our most vulnerable
and our most precious passengers, our children. And so, again,
these investments help us in that regard.

The 2000 budget includes additional funding for programs to in-
crease seat belt use to 85 percent by the year 2000. That is a goal
that we share with the President and that we share with all of you.
Annually over 5,000 people died in crashes involving heavy trucks,
and I hope over the course of this morning’s session we can talk
about new work that we hope to do with you to address this ques-
tion as well as bus safety.

And I know, Senator Lautenberg, you and I have talked about
this issue in particular. I have recently asked former U.S. Rep-
resentative Norm Mineta to help us working with others to review
our motor carrier safety programs and to submit the findings to me
by lat(:ie spring so that, again, we can work with all of you in this
regard.

All of you know that we have our FAA safe skies initiative and
that last year we had zero crashes involving U.S. commercial car-
riers. We have $1 billion in safety resources for the FAA.

MOBILITY

As relates to mobility, a record $36 billion is requested for infra-
structure investment. That includes significant dollars for high-
ways as well as transit, roughly $6.1 billion for transit.

Also, I think it appropriate to note a phrase by former Secretary
of Transportation John Volpe, who mentioned that no one mode of
transportation can solve all of our Nation’s transportation prob-
lems. Many of you in your comments have related the need to focus
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on all modes of transportation. We look forward to working with
you in that regard.

As relates to aviation, $8.4 billion in FAA operations and mod-
ernization efforts. We hope to have more discussion with you about
that. Amtrak, $571 million. I think we are doing well with Amtrak.
Record level ridership, record level resources last year, improved
on-time performance, but we must do better.

Y2K

Y2K. I know that the Senate had an important hearing on that
earlier this week. We will meet our obligations to you and to the
American people in this regard. John Koskinen is leading a signifi-
cant effort on the part of the entire Administration. But we have
been told by the President and the Vice President that we in our
departments have responsibility for working with industry and
working with you to ensure that we meet our challenges here.

ECONOMIC GROWTH AND TRADE

Economic growth and trade. Just a few more comments and I am
done. The importance of transportation to our economy is becoming
clearer with every increase in jobs, every increase in the economic
prowess of this Nation. You have mentioned the longest peacetime
economic expansion in the history of the country.

Well, about 30 percent of our economic growth has been related
directly to international trade, and our transportation system is
giving us the ability to reach markets around the world. But we
are not only concerned about untapped markets around the world.
Through our Access to Jobs program that you have helped us with,
we are investing $150 million to help people make the transition
from welfare to work. We want to continue to work with you in
that regard.

HUMAN AND NATURAL ENVIRONMENT

The environment. Our budget includes $3.9 billion for this pur-
pose, a 13 percent increase. We believe that we can make our com-
munities more livable. That is at the core of our livability agenda,
and we look forward to working with you in that regard. It includes
about $1.8 billion for the CMAQ program. It also increases our
Transportation and Community and Systems Preservation Pilot
program.

NATIONAL SECURITY

And I conclude on national security. Our national security goals
include the protection of our transportation system which is the tie
that binds us all together and binds us with the world. In fact, last
January the Coast Guard, which many of you have mentioned,
demonstrated their important role as it relates to our national se-
curity with a major seizure of cocaine, one of the five largest sei-
zures in the history of the country, an amount over 5 tons that
could actually provide one dose for every child in America. Because
of their efforts, we prevented the flow of those drugs into the main
streets of America. Again, I appreciate all that you say about the
work that we have done.
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But as the President said in his State of Union address, this is
not a time to rest, but a time to build. Many of you in your ques-
tions note the fact that we have done many things together. But
the;:1 future is bright and there are many, many things we have yet
to do.

PREPARED STATEMENT

I and the members of my team look forward to doing those good
things with you. So, again, thank you for the opportunity to be be-
fore you this morning.

[The statement follows:]

PREPARED STATEMENT OF SECRETARY RODNEY E. SLATER

Mr. Chairman, Members of the Subcommittee. Thank you for the opportunity to
testify today in support of the Department of Transportation’s (DOT) Budget for fis-
cal year 2000.

OVERVIEW

The record $50.5 billion budget we have proposed for fiscal year 2000 supports
the powerful intermodal transportation network that is vital to keeping America
economically strong. It builds new frameworks as well as advances those we have
put in place to support President Clinton’s and Vice President Gore’s vision for the
future of our country.

Over the last two years, we at the Department of Transportation have worked
diligently to become a visionary and vigilant organization that casts its vision not
only for the next three years, but for the next thirty. We must make decisions now
to provide a policy architecture that will lead to a transportation system that will
meet America’s needs in the 21st Century.

The fiscal year 2000 budget continues our effort to set the course for investment
to assure that we have a transportation system that supports our hopes and dreams
for, and as important the needs of, the country in the next century and the new
millennium. It is a budget not just about funding concrete, asphalt, and steel, but
about meeting the infrastructure and human needs of America. We value life, so we
must enhance and improve transportation safety and security. We as a nation value
mobility, so we must provide for it efficiently and intelligently. Like those before us
who saw the promise of rail and aviation, we have the opportunity—and the respon-
sibility—to assess transportation needs for the future and to address them in our
time.

As President Clinton said in his State of the Union address, “how we fare as a
nation, far into the 21st century, depends on what we do as a nation today.” Today,
we have a safer—a more efficient—and a more environmentally-sound transpor-
tation system. But, as the President said, this is not a time to rest, but a time to
build. He described some of the challenges we must be ready to meet in the 21st
century:

—an aging population—with new mobility needs;

—a greater need for quality education—to support transportation systems which
increasingly rely on technology—and to build a transportation work force for the
21st century;

—the need to strengthen families and communities—important when lengthy
commutes already fray family ties;

—a truly global economy—with growing demands for more efficient worldwide
transportation links; and

—new challenges to peace and security—as terrorism can strike targets once
thought secure.

As a truly visionary and vigilant Department of Transportation, we stand ready
to do our part in meeting these challenges by creating a transportation system for
the 21st century—one that is international in reach—intermodal in form—intel-
ligent in character—and inclusive in service.

A 21ST CENTURY TRANSPORTATION SYSTEM

To ensure a national transportation system that meets 21st Century demands, we
must build upon the great network that we have today. Our five strategic goals to
improve the nation’s safety, mobility, economic growth and trade, environment and
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security form the basis for us to achieve such a truly integrated transportation sys-
tem.

America’s transportation system is the circulatory system of our economy. It
touches every one of us every day. Interruptions in any part of the system affect
thousands of people instantly—Americans have come to expect their transportation
system to work for them, and justly complain at the slightest interruptions. The
economy grows and works best when there are no impediments to goods and people
getting where they must—thus an economy that works for all Americans depends
on a transportation system that is safe and serves all areas of the nation efficiently.
I am convinced that better linkage of our transportation system, probably in ways
we haven’t even dreamed of today, will be critical to meeting our needs in this glob-
al economy. America’s future success as a global competitor depends on whether we
can move goods from U.S. factories to world markets efficiently, reliably and se-
curely.

Transportation becomes a part of every good and service produced in the economy,
and the mobility it provides is an essential ingredient of daily life. These benefits,
however, come at a cost measured not only in dollars. Because of the enormous scale
of transportation in the United States, the toll in terms of transportation fatalities
and injuries, oil consumption and imports, and air and water pollution is high. We
must use the system’s existing capacity more intelligently and focus on eliminating
its negative impacts. For example, the safety activities we conduct in the highway,
rail, maritime and aviation areas focus on improving vehicles and addressing
human behavior. For pipelines, our focus is on preventing damage to underground
facilities through better excavation practices, and improving communication systems
and location capabilities.

Many transportation fatalities are preventable. They occur when people do not
buckle up or use life vests, or because they drink while driving or boating. America’s
seat belt use rate, while on the upswing, continues to lag behind that of other coun-
tries. Because of the lethal consequences, and the opportunity for improvement, ad-
ditional funding is requested for programs to increase seat belt use to 85 percent
in 2000, the President’s goal.

Transportation accessibility has grown considerably in the past 30 years. Con-
struction of the Interstate Highway System and airline deregulation have made it
possible for all Americans to travel thousands of miles across this country easily.
Implementation of the Americans with Disabilities Act has broadened transpor-
tation opportunities for disabled Americans, but work still remains to further these
efforts as we move toward the millennium. The Vice President recently announced
a program to encourage families to buy homes close to mass transit. The transpor-
tation system needs to be further broadened to support welfare reform by providing
transportation from poverty-stricken neighborhoods to areas of job growth—often
suburban locations. It is our responsibility to continue the expansion of transpor-
tation opportunities to those who do not have adequate access today.

Just as we were able to shape surface transportation for the 21st Century with
passage of TEA-21, we have the opportunity to shape aviation’s future with a com-
prehensive reauthorization of aviation programs this year. Our aviation reauthoriza-
tion proposal, submitted last month, reflects our core objectives of improving safety
and efficiency, expanding system capacity, enhancing competition and access, assur-
ing stability in financing, and improving rural air service.

TRANSPORTATION INVESTMENT ACHIEVES RESULTS

We all should be proud of the great strides made in transportation infrastructure
investment. We’ve invested in our transportation infrastructure to make our system
safer and better able to handle the traffic generated by our growing economy. As
a result, the condition and performance of our nation’s key bridges and highways
has improved. And we have opened over 100 miles of new rail transit service since
1993. We are investing a record $36 billion in infrastructure investment—an
amount that is 72 percent above the average of the first four years of this decade—
in fiscal year 2000 to continue this progress.

We at DOT have also worked to improve the management of the Department, as
I know you heard about last week at your hearing with Assistant Secretary Basso
and Inspector General Mead. The size of the DOT workforce is almost 10 percent
smaller today than it was in 1993, with the reduction reflecting the priorities of the
Department in a changing transportation climate. In order to keep our air traffic
controller and maintenance technician workforce growing to handle safely the ever
increasing demand for air travel, more dramatic downsizing occurred in the rest of
the Department, primarily by restructuring administrative and oversight activities
as recommended by the National Partnership for Reinventing Government (NPR).
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We are working smarter by eliminating bureaucratic impediments and focusing on
serving our customers. Through our ONE DOT initiative, the Department is devel-
oping creative, common sense, intermodal solutions to every-day transportation
problems. These solutions can be as simple as encouraging people to buckle-up when
they leave the airport and enter our highways.

LOOKING AT THE NEW CHALLENGES WE FACE

The Department has looked anew at the challenges our transportation system
faces in the 21st Century and taken stock of the adequacy of the system to meet
those challenges. The funding increases we request are critical to address key safe-
ty, mobility, economic growth and trade, environment and national security efforts.
A major part of our funding proposal is to dedicate the $1.5 billion increase in fund-
ing due to higher than expected motor fuel tax receipts to our top priorities of im-
proving safety, air quality, transit services including access to jobs, and research.

Also, the Department is actively addressing the year 2000 problem. First, we con-
tinue to make progress in fixing our internal systems. In February we reported to
the Office of Management and Budget that 53 percent percent of our mission-critical
systems were compliant. Additionally, 98 percent of the remaining systems that re-
quired repair have now been fixed. Of the systems we have fixed, testing is now
completed for 79 percent of them. Based on these numbers, I expect to see a signifi-
cant increase in compliant systems we report during the coming months. I also ex-
pect that all of our contigency plans will be completed and fully tested. Further-
more, the Department is actively working with the transportation industry domesti-
cally and internationally. We are assessing readiness, sharing best practices, looking
for ways to eliminate obstacles to bringing systems into compliance and providing
status information to the American people. Domestically we are seeing progress but
remain concerned about international efforts. There is still a great deal of work to
be done, but many dedicated men and women in the Department are working long
hours, without complaint, to complete this critical work. We intend to be ready for
the new millennium.

SAFETY

Safety is our top strategic goal—our North Star—and our transportation system’s
performance reflects the strength of this commitment. While our transportation sys-
tem helps move America forward economically, we must continue doing all we can
to make sure America is moving safely. This is true whether people are moving on
our roads, transit systems, railroads, waterways or in our skies. The most serious
unintended consequence of transportation is its impact on public health and well
being. DOT safety programs are designed to help reduce transportation fatalities,
injuries and property damage.

Travel has become safer in the past six years:

—highway injury and fatality rates are at all-time lows;

—the Coast Guard saves a life every two hours;

—wedhave seen double-digit decreases in rail fatalities over the past two years;

an

—last year, for the first time in history, no scheduled U.S. air carrier suffered a

fatal crash.

The President wants to enhance this progress even as our economy expands and
travel grows. We propose to increase DOT safety funding to $3.4 billion, 8 percent
over the fiscal year 1999 level.

Just yesterday, we concluded a successful national conference on transportation
safety which served to focus our attention and vision to the development of a na-
tional safety action plan. As was recognized at the conference, we have to do better
and we created an action plan to assure that we do better!

Since most transportation deaths occur on our roads, we must continue making
them safer. We are extremely troubled by the fact that 63 percent of the motor vehi-
cle occupants who died in traffic crashes last year were not buckled up, and almost
60 percent of the small children who died in traffic crashes in 1997 were not in safe-
ty seats. Unquestionably, the best way to save lives and prevent injuries on the road
is for each and every one of us to use a seat belt and to protect our children by
properly securing them in safety seats and keeping them in the backseats. Traffic
safety must be an area of even more emphasis in the years to come since, with de-
mographic and economic trends, the problem will worsen unless the Federal govern-
ment and our State and local partners take aggressive action. That is why we pro-
pose to raise NHTSA spending by 12 percent, to $404 million, and FHWA safety
fun(ll(ing to almost $900 million. This expenditure would support strategies that
work:
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—tough laws against drunk driving;

—expanded use of seat belts and child safety seats;

—safer road designs; and

—new technologies.

Ensuring safe motor carrier transportation is a critical part of our overall efforts
to improve highway safety. Healthy economic growth and logistical innovations like
“just in time” delivery have spurred significant increases in truck travel and have
been a boon for the trucking industry. But while the motor carrier fatality rate has
decreased significantly—from 3.7 per 100 million vehicle miles traveled in 1989 to
2.8 today—the number of large truck crash fatalities has increased from 4,462 in
1992 to 5,355 in 1997, and the fatality rate has not decreased significantly over the
last few years. This is unacceptable and we are making the changes necessary to
reduce deaths and injuries.

Federal motor carrier safety programs must be more focused and strategic, and
channel resources to strategies that give us the highest payoff in reducing crashes.
The fiscal year 2000 budget includes a total of $160 million, five percent above fiscal
year 1999, for motor carrier safety programs, with special emphasis on creating a
performance-based motor carrier program. The Inspector General recommended that
FHWA replace its system for prioritizing carriers with a system that defines prob-
lem carriers based upon on-the-road performance. In response, FHWA implemented
what is known as SafeStat risk assessment criteria, a more results-oriented, per-
formance-based algorithm for the identification of “high risk” motor carriers in order
to get best results from on-site compliance reviews. While the system isn’t perfect,
it is much better. We still need to work to get more complete and timely informa-
tion.

FHWA is also making progress in nation-wide implementation of its Performance
and Registration Systems Management (PRISM) program, with 20 states expected
to be PRISM participants by the end of fiscal year 2000. PRISM uses safety data
to identify carriers that are prone to accident involvement—thus allowing FHWA
and the states to focus on unsafe carriers. In addition, FHWA will be increasing its
inspection of trucks near ports of entry and stepping up the data exchange between
the U.S. and Mexico to increase the level of safety for trucks entering the U.S. from
Mexico.

However, recent events show that we must be ever more vigilant when it comes
to motor carrier safety. That is why the Department has created a ONE DOT motor
carrier safety team, including FHWA, NHTSA, OST, and other DOT units, to iden-
tify ways to improve motor carrier safety, in conjunction with an independent re-
view of motor carrier safety led by former House Public Works Committee Chairman
Norman Mineta. Whatever the rates or trends, 5,000 deaths per year is an unac-
ceptable number. We intend to take all steps necessary to break through this pla-
teau, and then continue to reduce the numbers as well as the rate.

We also propose a billion dollars—a 7 percent increase—for aviation safety pro-
grams. This includes the Safer Skies initiative that Vice President Gore announced
to reduce aviation fatalities by 80 percent within a decade. Under this initiative,
special teams of technical experts will zero in on the leading causes of crashes, fa-
talities and injuries so we can prevent them before they happen.

Even though safety on our railroads has improved, the amount of freight traffic
handled by our nation’s railroads has increased (revenue ton-miles have risen by
more than a third since 1990) and we must remain vigilant regarding our safety
responsibilities. $132 million, 38 percent above this year’s level, is proposed to con-
tinue and expand upon our rail safety research and programmatic efforts, bringing
together rail labor, management and DOT in a collaborative effort to determine the
root causes of systemic railroad safety problems.

There are many dramatic examples of the Coast Guard’s efforts to save lives at
sea and, in fact, one life is saved every two hours by the Coast Guard. The fiscal
year 2000 request includes $909 million, 6 percent above this year, for Coast Guard
to continue and expand its search and rescue capability, by acquiring equipment
that can operate in heavy weather, better detect those in distress, and better protect
crewmen.

MOBILITY

In order to reach our strategic goals we must promote a transportation system
that is not defined solely by mode of transportation (highway, rail, air, sea), but
rather by our ability to reach the places we need to go efficiently and economically.
As former Transportation Secretary John Volpe said, “no one mode of transportation
will ever solve our transportation problems.”
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The transportation solutions of the past—build more roads, bridges and airports—
can no longer be our first choice to give Americans the mobility they need. It’s too
expensive and too damaging to our communities and our environment. Instead, we
must manage our transportation system better, and make more efficient use of our
existing system. For example, automated strategic planning aids enable our air traf-
fic system to handle double the number of planes it could a generation ago. As a
nation, we should support those nascent efforts that will lead us to the mobility so-
lutions of the next 40 years. Development and research of new technologies to serve
the future of rail and aviation, such as maglev and free flight, are critical to such
efforts and are proposed in this budget.

Support for our existing mobility programs, such as those reauthorized in TEA-
21 and the Amtrak bill, is also crucial. The record levels of highway and transit in-
frastructure investment proposed in this budget are critical to keep us on our path
of rebuilding America’s infrastructure.

The Federal-aid Highway obligation limitation is proposed at $27.3 billion, almost
7 percent above the current level. This includes funding for new innovative pro-
grams that leverage funding and expand capacity, such as the $81 million proposed
for Transportation Infrastructure Finance and Innovation Act, which could leverage
up to $2.7 billion in project funding, and the $271 million proposed for the Intel-
ligent Transportation System Program, which will help expand existing capacity
with technology.

The $6.1 billion requested for transit programs in fiscal year 2000 reflects our
commitment to transit programs across the nation and to maintaining a balance of
funding between highways and transit. We have requested funding for 7 additional
new full funding grant agreements.

The $571 million we request for Amtrak capital funding reflects a continuing com-
mitment to the financial plans and the long term success of Amtrak and will enable
Amtrak to invest strategically in capital equipment and infrastructure. Such invest-
ment is key to improving on-time service, increasing revenues, and reducing operat-
ing costs.

Last year Amtrak ridership increased substantially. This shows that many Ameri-
cans continue to want intercity passenger rail transportation. The combination of
cost savings, revenue generation, and capital support proposed in the President’s
Budget is essential if Amtrak is to achieve eventual operating self-sufficiency. As
a member of the Amtrak Board, DOT will work to ensure that Amtrak continuously
reviews, amends and implements programs and practices that improve its revenue
situation and reduce its operating costs. However, it must be made clear that we
see the need for continued capital appropriations to Amtrak in the foreseeable fu-
ture. The definition of capital is proposed to be broadened, consistent with the defi-
nition used for transit.

The $1.6 billion requested for airport grants, when coupled with our proposal to
permit airports to raise additional funding through airport passenger facility
charges and combined with other revenue sources available to airports, provides
record level funding to meet airport infrastructure investment needs. For mod-
ernization of our air traffic control system, $2.3 billion is proposed, 11 percent more
than current levels. This funding will be used to further reduce the number of out-
ages and delays and to maximize the use of our airspace.

In order to continue its capital modernization efforts, we request $350 million for
Coast Guard assets. This includes $44 million to continue the deepwater recapital-
ization analysis begun this year, so that Coast Guard can modernize its deepwater
assets in the most efficient and least costly manner.

ECONOMIC GROWTH AND TRADE

The economy is about jobs and a better standard of living for all Americans. The
economy grows and works best when there are no impediments to goods and people
getting where they must go. Thus, an economy that works for all Americans de-
pends on a transportation system that is safe and serves all areas of the nation effi-
ciently.

Our investment, and the nation’s economic performance, are making a difference
in people’s lives. We have the lowest welfare rolls in 30 years. But, in spite of this
success, the President recognizes that welfare recipients still face barriers: people
can’t go to work if they can’t get to work. Our budget requests $150 million, double
this year’s amount, for the Job Access and Reverse Commute Program to help peo-
ple make those crucial links through transit and alternatives such as vanpools to
get to where the jobs are. This is essential to support the Administration’s welfare-
to-work goals and economic growth in our low-income workforce.
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Our budget request supports economic growth and trade, not only through infra-
structure improvements and a commitment to growing the future workforce, but
also through a record $1.3 billion, 40 percent more than today, for research and
technology. Our research and technology priorities include the development of new
technologies that will keep America competitive, improve safety, and reduce trans-
portation’s impacts on the environment.

In an effort to increase efficiency and global competitiveness, the Department will
continue to pursue its policy of Open Skies, seeking to establish free markets for
air commerce between the U.S. and other nations of the world. In 1998, the U.S.
more than doubled the number of Open Skies agreements.

ENVIRONMENT

Transportation makes our communities more livable, enhancing the quality of our
lives and our environment. However, transportation generates undesired environ-
mental consequences, such as pollution. The fiscal year 2000 budget includes $3.9
billion for DOT environmental programs, 13 percent above the current year, to sup-
port several programs and initiatives aimed at reducing air and water pollution,
preserving wetlands and open space, and making transportation facilities more com-
patible with the environment.

We recognize that there doesn’t have to be a conflict between mobility and pros-
perity on the one hand and a healthy environment and livable communities on the
other. In fact, since President Clinton took office, air pollution contributed by cars
and trucks has dropped by 11 percent, even with travel growth of 7 percent. And,
while negative impacts are unavoidable, we are replacing two-and-a-half acres of
wetlands for every acre lost to highway construction—better than double the rate
of a decade ago.

As the Vice President said in announcing the Clinton-Gore Livability Agenda, “we
can build an America for our children that is not just better off—but better.” The
transportation component of this agenda includes programs that enhance our trans-
portation alternatives and improve transportation planning.

To aggressively implement this agenda, a record $6.1 billion, as already men-
tioned, is proposed for transit programs and a record $1.8 billion is proposed for the
Congestion Mitigation and Air Quality Improvement (CMAQ) Program. The CMAQ
Program was reauthorized in TEA-21 and changed so that air quality maintenance
areas are eligible for CMAQ funding. The funding proposed for CMAQ includes $341
million directed from Revenue Aligned Budget Authority. This will help commu-
nities continue the activities that helped them reach and maintain healthy air
standards.

Our budget also doubles the funding provided to the Transportation and Commu-
nity and System Preservation Pilot Program, so communities can develop smart-
growth plans to combat congestion and sprawl.

Additional funding is also requested for the Advanced Vehicle Program, DOT’s
contribution in the effort to develop clean, fuel-efficient vehicles for the new century.
Programs like these are crucial to building a transportation system that meets the
needs of future generations.

NATIONAL SECURITY

DOT plays a critical role in ensuring that the U.S. transportation system is se-
cure, that U.S. borders are safe from illegal intrusion, and that the transportation
system can meet national defense needs in time of emergency. In addition, the Coast
Guard continues to perform four specific national security functions in support of
the Department of Defense (DOD); these include defense readiness, support of com-
manders in chief operation plans, domestic support of critical ports and waterways
and the specific functions spelled out in an agreement with DOD. A total of $1.5
billion is requested for DOT national security programs.

National security is a key transportation mission, and we have carried it out most
effectively, producing measurable results. For example:

—During the last two years we’ve seen record seizures of illegal drugs by the
Coast Guard. In January, I joined Coast Guard officials in Houston after they
had seized nearly five tons of cocaine from a ship intercepted on the high seas.
This was one of the largest seizures on record, keeping drugs off our streets and
out of our schools.

—Even though it’s not funded by this Subcommittee, the Maritime Administra-
tion’s sealift capacity for defense purposes grew by 30 percent last year alone,
thereby enhancing our readiness posture.

These efforts have helped increase the security of our nation. The fiscal year 2000

budget continues these programs.
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A total of $566 million is requested for Coast Guard drug interdiction programs,
enabling us to improve our performance over the 1999 level and accelerating
progress towards the 2002 interdiction goal in the National Drug Control Strategy.

As international travel continues to grow, we must remain vigilant in our efforts
to prevent terrorism, and to protect Americans and our visitors as well. For fiscal
year 2000, the budget requests $100 million for the FAA to continue to support and
purchase explosive detection equipment to be deployed at our nation’s airports.

CONCLUSION

I believe firmly that our goals for transportation in the next century can only be
achieved by making sure our transportation system remains healthy and able to
serve, and that it does not obstruct—through want of resolve or resources—the safe
and efficient movement of people and goods throughout this land and abroad. We
are at a point in time where we can imagine a new and better world, and we must
act to make such a world a reality. Our successes should be the result of our own
talents and our own hard work, our ability to meet the challenges we face, and to
take advantage of the opportunities we find. DOT’s fiscal year 2000 budget request,
is, I believe, critical to that end.

I look forward to working with this Subcommittee and the entire Senate and
House to pass a forward-looking transportation appropriations bill that moves us
into the 21st Century.

NATIONAL SPEED LIMITS

Senator GORTON. Thank you, Mr. Secretary. I gather it is the
custom of the chairman of this subcommittee to engage in 8-minute
questioning rounds. And so I will follow his custom and start, Sen-
ator Lautenberg, with you.

Senator LAUTENBERG. Thanks very much, Mr. Chairman.

Mr. Secretary, an excellent presentation I thought. Your atten-
tion to all modes of transportation, I think, is critical. We each
have preferences at a given time, but principally this country, as
you said was said by Secretary Volpe, has to solve its problems in
as many different ways as we have available to us with transpor-
tation.

Last May, New Jersey began an 18-month test of the 65-mile-an-
hour speed limit on certain limited access highways. Since then,
there has been a 41 percent increase in tickets issued for driving
faster than 80 miles an hour, and there have been 395 tickets
issued for driving over 100 miles an hour.

Now, at 100 miles an hour, you get from one end of my state to
the other very quickly, I must say. You have to start braking when
you get to about Delaware. [Laughter.]

The crash at these speeds would be horrific. Do higher speed lim-
its encourage even higher speeds as our experience in New Jersey
suggests? Is that the general result? And the relationship between
higher speeds and motor vehicle deaths, that higher speeds results
in more highway deaths?

Secretary SLATER. Senator, you make a very good point. As you
know, we removed the national speed limit in 1995 with the pas-
sage of the bill authorizing the National Highway System. At that
time there was clearly some concern that raising the speed limit
would result in more injuries and more deaths on our roadways.
And at that time we were all already concerned about the roughly
42,000 people that we lose on our roadways annually anyway, not-
withstanding any increase in the speed limit.

We have had now roughly 3 years or so to make an objective as-
sessment of whether there is an incidence of increased injuries and
fatalities as a result of the increased speed limits, and we have
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found that there is, in fact, some correlation. Now we continue to
study the matter.

We also take advantage of a report that was done by the Insur-
ance Institute which suggests that the increase is probably in the
neighborhood of about 15 percent. Our figures show an increase in
fatalities at about 9 percent. So we are trying to compare the two
studies and get a more accurate count. We are also working with
state and local governments in this regard. But it is clear that the
increase in speed limit has resulted in an increase in fatalities and
injuries on our roadway.

Now, there are a number of things we can do. Enforcement, also
educating drivers that really safety is a promise that we do have
to keep—make and keep together. There is the responsibility that
we all share with other individuals with whom we share the roads.
And so we are going to use our increased resources and safety to
increase education and to also work with the law enforcement com-
munity to increase law enforcement.

DRUNK DRIVING LAWS

Senator LAUTENBERG. Last year, the Senate voted to save lives
with an amendment to the 6-year highway bill calling for a na-
tional drunk driving standard of .08 blood alcohol content. Unfortu-
nately, the amendment was dropped during conference negotiations
for TEA-21.

In the absence of a national standard, can we achieve another
approach to the goal of .08 nationwide?

Secretary SLATER. We did, I think, fight a good fight last year
in an effort to make the national standard for determining drunk
driving that of .08 which would be the same, frankly, of most in-
dustrialized countries. Some, France in particular, actually has a
drug alcohol content level that is lower.

But it was an effort that was not successful in that we did not
put in the laws a permanent and clear national standard for the
blood alcohol content level at .08. We did, though, working with the
members and also working with the safety community, provide sig-
nificant incentive resources that will allow us to work with states
encouraging them to move to the .08 standard.

And the .08 standard was specifically mentioned in the legisla-
tion and that was good. As I recall, I think the amount was about
500 million dollars. I am not sure. But that is quite significant. We
have been working with a number of states in that regard.

Let me also hasten to say that in 1997, for the first time, we saw
the number of alcohol-related crashes and fatalities drop signifi-
cantly. It actually dropped from roughly 41 percent to about 38.6
percent, which is a significant decrease. And we believe that that
is the result of a lot of these efforts to bring this issue to the fore-
front of the American people, added enforcement and a growing un-
derstanding that there is one thing to be engaged and to respect
one’s ability to engage in social drinking, if you will. There is an-
other thing when it comes to drunk driving. And I think that the
country is becoming more and more aggressive in dealing with this
issue, and appropriately so.
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CRASHES INVOLVING SUV’S

Senator LAUTENBERG. The SUV, sport utility vehicles, light
trucks included have become very popular. One third now of all
registered vehicles account for half of all highway fatalities. In
crashes between cars and SUV’s or light trucks, the car loses and
it is no match for the larger, heavier vehicle.

In fact, the fatalities from crashes between SUV or light trucks
and cars have actually been increasing, and it is a worrisome thing.
What can DOT do to address the extreme differences in size,
weight, body structure of the SUV’s and light trucks and the auto-
mobile?

Secretary SLATER. Well, once again, Senator Lautenberg, your
question deals with a matter of safety. I want to state that we ap-
preciate our relationship with all of the members, you in particular,
in dealing with matters of safety. That is the No. 1 priority as stat-
ed by the President when it comes to the business of transportation
and the work of the Transportation Department.

SUV’s are, frankly, the station wagons of the nineties. As you
noted, there is great popularity as relates to these vehicles. They
are being sold in larger percentages than any other vehicles on the
national scene.

Because of questions regarding compatibility, which goes to the
core of your question about the impact and the greater likelihood
that someone in a passenger vehicle would be injured more se-
verely or killed as a result of a crash with a SUV, we have been
working with the industry on this.

And recently, especially with the discussion of the new Ford Ex-
cursion, there has been the recognition that with that vehicle, even
though it is larger than most SUV’s, there is that lower bumper
guard which makes it as low at that point as the height of most
passenger vehicles, thus making it more compatible. You still have
the issue of size and the rigidity of the frame of the SUV’s, those
kinds of considerations.

But this is one way where we have worked with industry to
bring about greater compatibility. We continue to work on this
question. It is an issue that the industry is very concerned about,
and we hope to continue to find success. We are using technology,
crash avoidance technology, those sorts of things to help us in this
area as well.

Senator LAUTENBERG. Thank you. We urge you, Mr. Secretary, to
keep focused on that. We have other questions, Mr. Chairman. Per-
haps in the next round.

REVENUE ALIGNED BUDGET AUTHORITY

Senator BYRD. Mr. Secretary, as I said in my opening statement,
the TEA-21 law included an important program known as Revenue
Aligned Budget Authority. Under this program when gas tax re-
ceipts rise above the anticipated level, the guaranteed level of high-
way spending would increase the following year by the amount of
that increase. As such, this program would provide an additional
$1.5 billion in spending last year.

Am I correct, Mr. Secretary, that the TEA-21 law does require
that this additional funding be spent on highways only?
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Secretary SLATER. Well, clearly, Senator, you were very much in-
volved in the crafting and construction of that legislation and you
h}':we got a very good sense of what it requires. And we respect
that.

The way we have approached it, though, from the vantage point
of the Administration, is a lot of the resources will actually go to
highways. But we continue to try to strike the balance, other equi-
ties that were a part of the TEA-21 legislation as well.

A few examples. The balance between highways and transit. Our
reconfiguration, if you will, or proposal as it relates to the Revenue
Aligned Budget Authority is to provide an increase in transit that
would be comparable to the balance and the record level dollars
that we were able to make in transit and highways as a part of
the broader TEA-21 legislation.

We also seek to focus some of the resources on research where
we desperately need more focus to improve the quality of our road-
ways as well as transit and other forms of:

Senator BYRD. Mr. Secretary, you are taking up my time and you
are not answering my question. Am I correct that the TEA-21 law
requires that this additional funding be spent on highways only?

Secretary SLATER. There is probably a disagreement here, I
think, Senator. And we believe that what we have proposed is in
keeping with the spirit of the legislation and would like to work
with you and the members of the committee

Senator BYRD. Working with me is not going to be very easy. I
can tell you that right now.

Secretary SLATER. I sense that, sir, and I respect that.

Senator BYRD. We like to go by the law that we write up here
and that the President signs.

Secretary SLATER. That is correct. And he proudly signed the
TEA-21 legislation. And, again——

Senator BYRD. He did. And I was there and you were there. He
made a big speech.

Secretary SLATER. Yes, sir.

Senator BYRD. So I will go on to my next question for now.

USE OF GAS TAXES

Your budget requests that we include language in the Appropria-
tions Act and supersede the TEA-21 law and divert a substantial
amount of these extra gas tax funds to non-highway activities in-
cluding transit funding, special projects in the Federal Railroad Ad-
ministration, transit research and so forth. There is even funding
%irected specifically to a $20 million transit project in New York

ity.

I am not against these activities, but I must ask the following:
Are not the gas tax receipts that provide for this extra spending
deposited in the highway account of the highway trust fund?

Secretary SLATER. That is true. But the highway trust fund in-
cludes also an account for transit. And again

Senator BYRD. I understand that. Answer my question, please.

Secretary SLATER. I am answering it, sir.

Sen?ator BYRD. When you said that is true, that answered it, did
it not?

Secretary SLATER. Well——
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Senator BYRD. Without the “but.”

Secretary SLATER. There is the “but,” though.

Senator BYRD. But there is not. The gas tax receipts provides for
this extra spending deposited in the highway account of the high-
way trust fund. It is not the transit account. It is the highway ac-
count. Since all of these non-highway activities that you propose
can be funded elsewhere in your transportation budget, why did
you propose to overrule the TEA-21 law and fund these activities
from the Revenue Aligned Budget Authority program?

Secretary SLATER. Because it was our belief that the way we pro-
posed adding additional resources to additional accounts is actually
consistent with the overall spirit of the TEA-21 legislation which
brings about a balance, a recognized balance, in funding for high-
ways and transit and which also, itself, has a significant focus on
safety and transportation research. And those were the areas of
focus that we sought to provide additional money to as a result of
the additional resources that come into the trust fund based on the
Revenue Aligned Budget Authority.

Senator BYRD. Now I will read you the only programs that are
authorized to get this highway—and I am quoting from subsection
C of the Transportation Equity Act for the 21st century in section
1106: “Of the funds to be apportioned to each state under Sub-
section (B)(4) for a fiscal year, the Secretary shall ensure that such
funds are apportioned for the Interstate Maintenance program, the
National Highway System program, the Bridge program, the Sur-
face Transportation program and a Congestion Mitigation Air
Quality Improvement program in the same ratio that each state is
apportioned funds for such program for such fiscal year but for this
section.

Those are the only programs that are eligible. I suppose my time
is up.

Senator GORTON. You have got a green light. You can go.

Secretary SLATER. Yes, sir. Just continue, Senator.

Senator LAUTENBERG. We are interested in your question, Sen-
ator Byrd.

Senator GORTON. I am not going to unchain the Secretary until
you are finished. [Laughter.]

Secretary SLATER. I see. The light is red from where I sit.
[Laughter. ]

Senator BYRD. Thank you very much.

Secretary SLATER. Thank you, Senator.

Senator GORTON. Senator Kohl.

Senator KOHL. Thank you, Senator Gorton.

AIRLINE COMPETITION

Secretary Slater, as you know the Antitrust Subcommittee, of
which I am the ranking member, has had a long interest in en-
hancing airline competition and stopping anticompetitive business
practices by the major airlines. To be sure, not all behavior is bad
or even illegal, but it seems to me that the big airlines have figured
ou}il: that the way to make money is by not competing with each
other.

Instead they sit back and dominate routes in and out of their for-
tress hubs giving them a sort of a monopoly. This is not good for
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consumers. Fares in many places, as you know, have gotten out of
control. I would like to ask you just a couple of questions about
how your competition guidelines will work when they go into effect.

First, suppose a new entrant starts a route, say, hypothetically,
from Milwaukee to Detroit, and then the incumbent carrier adds
capacity and gives kickbacks to travel agents and lowers prices in
a way designed to boot a new entrant from the market. What will
you do, not can you do, but under the guidelines what will you do
to be sure that this kind of predatory activity is terminated?

Secretary SLATER. Well, Senator, let me say thanks for adding
your voice to the chorus of voices including members of the Con-
gress, the Senate and clearly this Administration and the American
people when it comes to dealing with this issue of access to low cost
and quality air services.

Our proposal is designed, first, to encourage some discussion
about the issue. It is a very difficult issue. As you know, roughly
20 years ago the airline industry was deregulated. Since that time
we have seen a significant increase in ridership. We have seen the
industry over the last 5 years enjoy record profits and the like, but
V{le have also seen some pockets of pain, and you spoke to many of
them.

With our proposal we are, again, seeking input. We have gotten
about 5,000 comments thus far. We are analyzing those. At the end
of the day we will, in fact, alter our proposal based on the quality
of those recommendations.

But at present what we propose is a fine. If an airline is found
to be engaged in anticompetitive practices, we outline enforcement
action that will be taken. But our objective here is not to become
a police of the airline industry. It is to ensure, as you have ex-
pressed appropriately, the desire of the American people to have
quality access to good aviation transportation at a reasonable cost.
So it is our desire that, working with industry even, we will be able
to come up with a proposal that clearly outlines those actions that
will not be tolerated and they, themselves, will police themselves.
That is our ultimate objective.

Senator KOHL. Do you think perhaps that we need to look at re-
vising our antitrust laws because the rules on predatory pricing are
too weak or that cases are too hard to prove?

Secretary SLATER. We clearly have not made that recommenda-
tion at this point because it is our hope that we can address the
issue appropriately with the guidelines. If, in fact, we cannot, then
we have had extensive discussions with the Department of Justice
about additional steps that might be taken. And clearly these
would be steps that could be considered. But we have not, Senator,
in all honesty, gotten to that point. It is our hope that we will be
able to address this far short of that.

BLACK BOX TECHNOLOGY

Senator KOoHL. Okay. Mr. Secretary, the State Troopers Associa-
tion has contacted me regarding electronic controlled module or so-
called black box technology in trucks. The troopers claim that, just
as in airplanes, access to the information stored in these black
boxes is critical to their efforts to investigate crashes and prevent
a future loss of life on our Nation’s roads. The troopers have sug-
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gested that a standard protocol of information or reporting require-
ments may be appropriate to address their concerns about access—
balanced, of course, with privacy considerations. It would seem that
the education and outreach about the benefits of this data would
also make a good deal of sense.

Mr. Secretary, what is the current status of the Department’s
work on this area? Will you work with me to make sure that the
appropriate data is available to law enforcement and that the pub-
lic secures the safety benefits of this technology?

Secretary SLATER. Senator, we will work with you and with oth-
ers on this very important matter because it is our belief that tech-
nology can bring about significant safety benefits to the traveling
public as well as greater efficiency when it comes to the movement
of commerce.

We are looking quite extensively at what we call on-board tech-
nology which could include a black box but, frankly, it could go far
beyond that. We are actually looking at technology that will not
only record information that is provided with the black boxes that
are, say, used by the airline industry, but the technology can also
be enhanced to actually monitor the alertness of the driver. And
many in the private sector in the motor carrier

Senator KOHL. Just a minute. My understanding is that in most
cases these black boxes are now available and installed in the
trucks. The problem is in gaining access to these. These black
boxes are under the possession of the truck owners.

What we need to do is to get that access out to state troopers to
determine the causes of crashes. And we need your help in getting
access to what is contained in the already installed black boxes.
Can you help us with that?

Secretary SLATER. I see the nature of your question a bit better
now. First of all, there are very few trucking companies that actu-
ally use the black boxes as we speak when you consider the family
of motor carriers. Those that do argue that they’re using those for
business purposes and that that is a privacy matter. We would wel-
]coome the opportunity to work with you to explore this question

ut—

Senator KOHL. In other words, is it true that if the black box ex-
ists in the truck—and there are many, many more trucks than ap-
parently you may be aware that have these black boxes—that un-
less access to that information is available to troopers, the informa-
tion is not of that much value. And we need your help again with
consideration of privacy matters to secure that access.

Secretary SLATER. I understand. Let us say that we would wel-
come the opportunity to work with you. I can tell you it is a very
difficult issue when it comes to the privacy consideration.

Senator KOHL. I am happy that you are willing to work with us
on that.

Secretary SLATER. Yes, we will work with you.

LORAN RADIO NAVIGATION

Senator KOHL. One more question. Under the direction of Con-
gress, the Department commissioned an independent report on the
Loran radio navigation system. As you know, fishermen, boaters,
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general aviation pilots and others currently rely on Loran as a
navigation tool.

Secretary SLATER. That is correct.

Senator KOHL. It is my understanding that a draft report com-
missioned by your Department at the direction of Congress was
submitted in April of last year under the direction of Booz, Allen
and Hamilton. That report confirmed that the user community
overwhelmingly—94 percent—supports continuing Loran. It has
also pointed out that keeping versus shutting down Loran would
save $291 million, and that keeping Loran would provide a critical
backup to other navigation aids; providing backups was rec-
ommended by the 1997 Presidential Commission on Infrastructure
Protection.

Mr. Secretary, it concerns me that the Department’s budget does
not include the necessary funding for Loran improvements. Consid-
ering the draft report findings, how did you come to this funding
decision and when will the final report on this issue be submitted
to Congress?

Secretary SLATER. Our objective is to get the final report, I think,
sometime this summer to the Congress because of the significant
interest that we have seen in the user community. We are recon-
sidering the position that we took on the matter. We do see a bene-
fit.

Now, at some point we would like to graduate to the use of the
satellite communications systems. But at this point we see some
continued value and would like to work with you, Members of the
Senate and Congress, in continuing to provide this service to the
user community.

Senator KOHL. I thank you. I thank you, Mr. Chairman.

FAA MANAGEMENT ADVISORY COUNCIL

Senator GORTON. Mr. Secretary, almost 3 years ago under the
1996 FAA bill, Congress mandated a management advisory council.
Why has the mandate been totally ignored to the extent that we
do not have a single nomination?

Secretary SLATER. It has not been ignored. We have actually fi-
nally provided the list to the Administration, and we are working
through the various checks that are necessary when you are deal-
ing with potential conflicts of interest and the like. And we should
have that council announced very, very soon.

Now, speaking to that question of the management of the FAA,
I would also hasten to say that I think that we have shown signifi-
cant improvement on that front when it comes to having an admin-
istration now, an FAA, that is clearly results oriented, that is mov-
ing aggressively on a number of fronts, working closer with the in-
dustry, with the Congress, and with the traveling public. But, as
you have noted, this was a legislative mandate, and we are now
moving on that and will do so very, very soon.

Senator GORTON. Well, as I listen to people in the industry, the
general statement about FAA management may be a bit exagger-
ated. I think you are moving in the right direction, but there seems
to me to be a long, long way to go.
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FAA USER FEES

Now, another question relating to my opening statement. How do
you justify what amounts to a very large increase in Federal
charges to airlines and the authorization of a substantial increase
in local charges to airlines with a dramatic reduction in the
amount of aid and assistance that is going to be provided to them,
at least for construction purposes, in the budget?

Secretary SLATER. Well, as has been noted, we do propose a sig-
nificant number of user fees. We have been on this course and have
had some success with the Congress, though not a lot, in identify-
ing those areas where you have a unique user community that ben-
efits directly from a given service and using user fees as a means
of providing a predictable, sustained means of resources for those
services, so as to provide the resources to help deal with issues per-
taining to modernization, improvements in the capital investment
in our airports over the long term.

Clearly there are ways that we have done this differently in the
past. But we just continue to suggest that there may be a way of
doing it better in the future, and that is why we have offered forth
these user fee proposals.

Senator GORTON. Senator Byrd, I got about as responsive answer
to my question as you did, but an eloquent one nonetheless.

Senator BYRD. I compliment the Secretary. He is very smooth.

Senator GORTON. I have a couple of more local questions that I
suspect I will get more direct answers to them from the Secretary.

SOUND TRANSIT

Mr. Secretary, when can Sound Transit in my Puget Sound area
expect to enter into a full funding grant agreement with the FTA?

This Subcommittee and its Chairman are extraordinarily gener-
ous to me in spite of not having one. But the Committee is going
to need it pretty soon and Lord knows we do. Can you help me out
with that?

Secretary SLATER. Yes. Let me just say, first of all, there has
been significant local support for this program. Actually, there is
significant state and local support for transportation programs oc-
curring across the country and also support for what we call smart
growth initiatives which I think is central to this particular project.
We look forward to working with you in the near term on getting
the funding and the continued support from the Federal level to be
coupled with what has already been manifested at the state and
local level to move that project forward.

Senator GORTON. Can you be any more precise on the kind of
schedule you see for the formal entry of a full funding agreement?

Secretary SLATER. I did not want to overstate the case on this.
We are moving forward very well in the preliminary engineering
stage. It is our desire to have this pretty much concluded by sum-
mer with work to begin, hopefully, by the end of year.

Senator GORTON. I thank you for that. That is a precise answer
and that is a welcome answer. And we certainly want to help you
in any way possible in reaching that goal.

Secretary SLATER. Thank you.
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BORDER AND CORRIDOR

Senator GORTON. The border and corridor sections of TEA-21 are
separate, of course, but have a single funding source. What is the
breakdown of the funding of each section, 1118 and 1119? How are
you determining what that breakdown should be and when is im-
plementation due for the current fiscal year?

Secretary SLATER. We are in the process of receiving the applica-
tions on the program and, hopefully, we will be making an an-
nouncement pretty soon.

We decided to actually combine them because they both speak to,
frankly, the same end, the importance of transportation to eco-
nomic growth, economic vitality whether that is at the border or
along the trade corridors, many of them actually running north and
south because of the implications of NAFTA, and the fact that most
of our interstates actually run east and west with all too few con-
nections running north and south.

Our total budget there, as I recall, is about 140 or so million an-
nually, if I am not mistaken. And we do not know just yet what
the total breakdown will be as it relates to corridors as compared
to border crossings because we just have not made the final deci-
sions. I will say that the total request is in the neighborhood of $2
billion.

Senator GORTON. So you are going to merge the two and try to
evaluate these $2 billion worth of applications as if it was a single
application?

Secretary SLATER. That is correct.

Senator GORTON. I thank you very much.

We have just finished our first round, Senator Campbell. Would
you like to make a statement or ask some questions?

Senator CAMPBELL. With your permission, I apologize for being
late. I had to chair another committee, Mr. Chairman. As a new
member, I am delighted to be here and would ask permission to
submit my opening statement for the record.

SOUND TRANSIT

Secretary Slater, I had a number of questions concerning the
Denver RTD and the Department of Transportation. But, I think,
because I have come right in the middle of this and have not heard
your statement, I will submit those questions and ask if you would
send me the answers or responses back at your earliest conven-
ience, if you would, so I could pass those on to our state.

Secretary SLATER. Yes, Senator. We will do that and gladly so.

Mr. Chairman, can I make one comment. I just got a note more
specifically on your project.

We are in the preliminary engineering stage, and that is really
the stage that has to be completed before we can move forward
with the work. We do acknowledge growing progress on that, and
so the timetables are pretty much the same. But I wanted to be
a little more specific in giving you an assessment of exactly where
we are, and what we would like to do is just stay in touch with
you as we go forward.
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MOTOR CARRIER SAFETY

Senator LAUTENBERG. I just had one question before we hear
from Senator Byrd. This, Mr. Secretary, because we recently dis-
cussed it with the IG and other people. The subcommittee had
some troubling testimony last week when we talked about the Of-
fice of Motor Carriers and their failure to meaningfully enforce the
truck and bus safety laws. Among the things we were told by the
Inspector General, the number of compliance reviews conducted by
the Federal inspectors have been allowed to decline by over 50 per-
cent even while the office’s budget has grown.

The office has no safety data on more than 75 percent of the
interstate bus operators. Now, morale in the office is awful, and the
trucking industry does not take your enforcement efforts at all seri-
ously. How do you react to the IG’s observations and what is DOT
doing, if anything, to dramatize strength in the efforts of the OMC?

Secretary SLATER. Well, first of all, clearly we received the IG’s
report with sober reflection. We then started the process of review-
ing our own activities and, frankly, adding to some of the initia-
tives that we currently have underway—greater use of technology,
also trying to prepare ourselves with state governments in particu-
lar when it comes to monitoring the movement of trucks along the
border and the like.

We have worked with a number of states that have the highest
incident of motor carrier truck crashes so as to better focus our ac-
tivities in that regard. We have also provided additional funding to
a number of states in an effort to get better data where we have
found a higher incidence of crashes. So we continue those efforts.

But, as I noted in my opening statement, because of the Inspec-
tor General’s report and also because of issues that have been
raised by you and others in the Senate and also Chairman Wolf in
the House, we are doing a total comprehensive internal review of
our motor carrier operations that will include buses as well because
I know we have had some particular trouble in the Pennsylvania/
New Jersey area just last year where we lost, as I recall, about 15
people, which was significantly higher than was expected or the
case historically.

That report 1s being led by former U.S. Congressman Norm Mi-
neta. He is supposed to report back to me within roughly 90 days.
That period is clearly far shorter than that now because the effort
is underway.

We then will look at those recommendations, take into account
the recommendations of the IG, work with the Congress to improve
this program. I personally am committed to it. As many of you
know, all of you, before becoming Secretary I was actually the head
of the Federal Highway Administration where this was my direct
responsibility. And so in this instance I feel some responsibility
clearly working with Administrator Wykle. We also have Adminis-
trator Martinez with NHTSA involved as well as our overall DOT
team. And this, Senator, is an area where we, too, have concerns
and look forward to working with you and with others.

As I conclude my remarks on this point, I will note this, however,
and that is we have seen, frankly, a sort of leveling off when it
comes to the fatality rate as it relates to motor carriers. But we
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have seen an up-tick in the numbers, and that is really where you
have to have your focus.

I do not think it is enough for us to come before you and say that
the rate of fatalities has not increased, that it has been level the
last 3 or 4 years. That is not enough. We have to work with you,
the industry and with others to continue to take that number
down. And that is where we have not had the kind of progress that
we have to have.

Also, I could say that this is a good performance where we are
when you consider that in the last 10 years we have had a doubling
on our roadways of motor carriers. I think it was about 190,000 in
1988 up to 450 or so thousand today. They are traveling more.
They keep America moving. They are at the heart of our economy.
But we still have to be mindful of these safety concerns. So we do
not shrink from this responsibility and look forward to working
with you, the industry and others in addressing the issue.

OMC LOCATION

Senator LAUTENBERG. I will close with this and just ask you, is
there a question about where OMC is located within DOT? Is that
something that ought to be looked at because I understand there
are some concerns there?

Secretary SLATER. That issue has been raised. And I can tell you
my position is this: that is clearly an issue that has to be taken
into account in the overall review. But I think that we should also
broaden the discussion to consider a number of issues here regard-
ing funding, management, location, better ways of approaching this
question with that being only one of issues to be addressed and
that is what we have asked the blue ribbon sort of committee who
is reviewing our internal operations to consider for us.

But at the end of the day that, too, will be—and justifiably so—
one of the issues to be addressed.

Senator LAUTENBERG. Thank you, Mr. Secretary. We will submit
some more questions.

NHTSA FUNDING

Senator CAMPBELL [presiding]. Mr. Secretary, before we hear
from Senator Byrd I would like you to take note that I just arrived
here 10 minutes ago, and I have already ascended to the chairman-
ship. So take care of Colorado. [Laughter.]

Secretary SLATER. Yes, sir.

Senator CAMPBELL. Senator Byrd.

Senator BYRD. Mr. Secretary, as a strong advocate for highway
safety, I am very concerned that the funding for the National High-
way Traffic Safety Administration has been apparently treated in
a very cavalier manner. Last year the operating budget for this im-
portant safety agency was funded at $160 million. This year your
budget proposes that we cut the regular appropriation for this
agency by 55 percent down to $72 million.

You then ask us to take $120 million of the Revenue Aligned
Budget Authority that are supposed to be spent on highway con-
struction and divert them to reverse the cut that has been proposed
in the core expenses of the highway safety agency. Is not the con-
struction and rehabilitation of highways critical to highway safety?
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Secretary SLATER. Definitely so.

Senator BYRD. Why then does your budget insist that we choose
between the two?

Secretary SLATER. Well, clearly the point is well taken. Before
the interstate was well on the way, the fatality rate on our road-
ways was about 5.5 for every 100 vehicle miles traveled. Today it
is roughly 1.6. So clearly the improvements in our system, those
improvements have had a significant impact on the safety of the
system itself.

But our proposal does provide for $125 million of the Revenue
Aligned Budget Authority to be placed into the NHTSA account.
That was one of the focuses that we took into account once we real-
ized that we were going to have about $1.5 billion more. We also
earlier in our NHTSA proposal had recommended an increase as
well to fund research and education programs and the like, and
about $7 million more for funding our grant programs.

So we have tried to recognize our commitment to safety and the
importance of NHTSA through recommended increases in its budg-
et. It is, I think, appropriate to argue as to whether we have done
enough. And when it comes to safety, I am not sure that you can
ever do quite enough because one life lost is a tragedy. But we join
you in recognizing the importance of NHTSA and the importance
of investing in its budget.

Senator BYRD. We are both on the same wavelength in that re-
gard. What I am talking about here is you have cut the regular ap-
propriation for this agency by 55 percent, down to $72 million.
Then we will do a little sleight of hand by moving $125 million of
the Revenue Aligned Budget Authority funds that are supposed to
be spent on highway construction, and divert them to reverse the
cut that you propose in the core expenses.

In every other instance where you have asked us to divert these
funds, these RABA funds to a non-highway purpose, whether for
mass transit, rail activities or the Access to Jobs program, you
have already asked for an increase in those programs in your regu-
lar budget. The diversion of the RABA funds would just make that
increase even larger. But when it comes to highway safety, you are
cutting the safety agency severely and then asking us to put the
pot right by using these RABA funds.

How should we interpret this kind of budget gimmickry on the
part of the Administration in terms of your commitment to high-
way safety?

Secretary SLATER. Well, because we view the Revenue Aligned
Budget Authority recommendation as a part of our overall budget,
we would hope that you would view it as our recommendation that
we have a significant increase in the NHTSA budget. We would
hope that you would see a willingness, again, to work with you and
the members of the committee and the Senate as a whole to ensure
at the end of day that is, in fact, the case.

Senator BYRD. That is all my questions at this point.

Selr}ator CAMPBELL. Senator Bennett, did you have some ques-
tions?

Senator BENNETT. Thank you, Mr. Chairman. I appreciate the
opportunity.
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SALT LAKE CITY PROJECTS

Secretary Slater, I want to take the opportunity while you are
here to thank you specifically, individually for your support of a
number of projects that are vital in my home state. Your continued
support of the North-South light rail transit project is very much
appreciated. And I can report to you and through you to any inter-
ested listeners, the project is a year ahead of schedule and appears
to be coming under budget, two things that are not normally asso-
ciated with Federal projects.

With regard to the Airport to University extension of the North-
South project, I should tell you and through you Administrator
Linton, who came to my office and discussed this issue that last
evening, the Utah State Legislature and Governor Leavett commit-
ted $5 million annually for the next 10 years to cover operating
costs of the entire Airport to University extension. That was one
of the issues that Administrator Linton raised with me saying he
could not proceed unless he was sure that the operating subsidy
would be in place, and the Legislature and Governor Leavett have
stepped up to that challenge.

So we would hope that would remove a major obstacle to a full
funding grant agreement for the Airport to University extension
which leads to my question. Can I work with you and your Depart-
ment to secure a full funding grant agreement to include funding
for the Airport to University extension so that the project can be
completed prior to the 2002 Winter Olympic Games?

Secretary SLATER. One thing I would like to do, Senator, is have
discussion with Administrator Linton about really what the Gov-
ernor and the Legislature have now done. That is a good report.

Senator BENNETT. Subject to my report being accurate is what
you are trying to diplomatically say.

Secretary SLATER. Not necessarily that. I think that clearly we
work very closely here together, and I believe the figures that you
are giving me. I just need to know what other demands we might
have on the overall program, and I would like to visit with Mr.
Linton about that before committing to it.

Now I do know that to the extent that this is all a part of the
Downtown Loop area, a part of that whole effort, then clearly it is
within the commitment that has already been made. But I just do
not want to speak out of turn about going beyond that without hav-
ing a clear sense of whether we can fully keep that commitment
and would like to just get back with you on the details of that.

Senator BENNETT. All right.

AUTHORIZATION FOR SALT LAKE CITY

I worked very hard last year to secure budget authority both
from guaranteed and nonguaranteed funds to support $480 million
in appropriations that are needed to complete the Airport to Uni-
versity project before the Winter Games.

I would ask, if you agree, that Section 3030(a) of TEA—21 author-
izes appropriations sufficient to construct the Airport to University
project and that section 3030(c)(2)(b) of TEA-21 also authorizes the
appropriation of $480 million for the project as well as the $160
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million for the other core projects that are needed to stage the Win-
ter Games.

Secretary SLATER. Again, Senator, what I would like to do is look
into it. I know that we were looking at a number of aspects of this
overall project. The Downtown Loop is what we committed to. I
know that there was the desire for, as you noted, the Airport to
University extension.

Clearly we are pleased to hear about what the Governor and the
Legislature have done. As you noted, you were quite successful in
your efforts in getting some resources designated for the project as
well.

What we would like to do is just take the new information, work
with you, the Governor, the Legislature and see where we are with
the project, the other aspect of the project.

Senator BENNETT. You may give the same answer to this ques-
tion, but I need to have it in the record as part of the conversa-
tions. Do you agree that the authority provided in TEA-21 is suffi-
cient for you to enter into a $640 million full funding grant agree-
ment?

Secretary SLATER. There are just other things that are
necessary——

Senator BENNETT. I understand that. But you do agree that we
do have that authority in the law?

Secretary SLATER. Well, we have got it authorized.

Senator BENNETT. That is right.

Secretary SLATER. Yes. And there is the real challenge of actual
appropriations and that is really what we want to work with you
and your colleagues on as well as the Governor and the Legisla-
ture.

The fact that from that end there has been significant movement,
I think, answers one of the questions that Mr. Linton discussed
with you, and we just have to start from there to see what the dis-
tance is yet to be overcome when it comes to bringing this project
to fruition.

Senator BENNETT. Okay. In June UTA, Utah Transit Authority,
will be ready to enter a design/build contract that will shorten the
time needed for construction of the Airport to University project.
The contract calls for final design to begin in June in order to com-
plete the project before 2002. The Utah Transit Authority will sub-
mit a final environment impact statement and an application for
the $640 million full funding grant agreement before March 15.
That is just around the corner.

Will you work with UTA to expedite your acceptance of the final
environmental impact statement so that a record of decision can be
secured to expedite your decision on a full funding grant agreement
before the June deadline? Again with all the caveats you have out-
lined, I want to put you on notice as to where the timetable is here
on trying to get this done.

Secretary SLATER. Right. I have noticed, Senator, your emphasis
is on that, and clearly that is appreciated here because we are try-
ing to, if we can, do this and other projects that we have definitely
already committed to, getting those done by the Olympics.
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We have recently had a meeting with your local officials, Mayor
Corradini and her DOT team on this. We do look forward to work-
ing them and with you as we address this issue.

Let me also, if I may, take this moment to actually commend the
Utah DOT and leaders there as we have had significant success
with the design/build effort underway relating to I-15. And, hope-
fully, if we are able to move forward with the resources and with
everyone working together, we can see quite possibly once again
the use of this management approach which, as you noted, takes
off time and brings about the use of a project much earlier at a
much more reasonable cost. And we commend Utah for taking this
kind of approach.

Senator BENNETT. I thank you for that. Again, I thank you for
your cooperation as we worked through these sometimes difficult
problems.

CONTROVERSY OVER THE OLYMPICS

I probably should make a statement about the Olympics because
they are in the news, and the newspaper writers always go for the
headline and talk about, quote, the scandal in Salt Lake City. As
our Governor said, I think, very appropriately, the problems with
the International Olympic Committee did not begin in Salt Lake
City. But they will end there.

We are determined to make sure that with the Salt Lake City
Olympics the atmosphere and culture that borders on extortion
that has existed in the International Olympic movement will stop
and that it will be the people of Salt Lake City that see to it that
that kind of thing does stop.

There is no question that the games will be held in Salt Lake
City, it would be absolutely a physical impossibility to put them on
any place else in the world. And if there are going to be Winter
Games in 2002, they will be in Salt Lake City. And those of us who
are determined to see that they are put on in the finest possible
fashion recognize that the No. 1 challenge we have with respect to
the Olympic games is transportation.

I was at the games in Nagano and recognized that the Japanese
spent something like $13 billion to put on those games, and by far
the biggest part of that was transportation issues. Fortunately, the
budget for the Salt Lake City games is one and a half billion dol-
lars, about a tenth of the amount that the Japanese spent. We
think for that budget we can put on the most outstanding Winter
Games in the history of the Olympics.

The scandals of the past are being cleaned up and will be behind
us and I hope forgotten by the time we have the celebration of the
games. We recognize that the one thing that absolutely has to work
for the games to work is transportation.

I appreciate your comments about the way the Utah DOT and
UTA are working to solve this. I reciprocate them, again, as I did
in my opening statement. If we had not had the kind of cooperation
and support that we have had from you personally and from this
administration generally, we would be in much more serious trou-
ble than a few newspaper headlines about some scholarships that
went to the wrong place. So I strongly, again, want to thank you
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and commend you for all the work you are doing and for your will-
ingness to help us work through these problems in the future.

Secretary SLATER. Thank you.

Senator, it has been our pleasure and that of the Administration
to work with you and with the citizens of Utah and we are going
to have successful games.

Senator BENNETT. Thank you, Mr. Chairman.

Senator CAMPBELL. Mr. Secretary, before I go to Senator Byrd,
I come from the fourth fastest growing state in the union. So we
have our problems, too, with Denver International Airport, and I-
25 and light rail. As I mentioned a while ago, I am going to submit
some questions to you and I would like the responses in writing.
They were going to be pretty easy questions, but after hearing Sen-
ator Bennett I am going to toughen up my questions.

OLYMPICS SELECTION PROCESS

I would like to associate myself with his comments on the Olym-
pic games. Since Senator Bradley left, I am the only one here that
was on the Olympic team from the Senate and have been working
with Senator Bennett and Senator Hatch and just want to reaffirm
that the United States Olympic Committee nor the Utah Olympic
Committee had anything to do with that. That is an International
Olympic Committee problem.

And this is probably not the place to take it up. But the way that
is set up, they name—if you can imagine this—an undemocratic
process. The USOC does not name its delegates to the Inter-
national Olympic Committee. They name the delegates within your
country they want to be the delegates, which puts the person who
is being named in a rather subservient position of owing something
to someone at the international level.

The American Olympic Committee has never been able to get
that changed. I met with them the other day. I told them it seems
to me when you talk about Olympics, you think of gold. Since the
United States Olympic Committee provides about 60 percent of all
the money that goes to the International Olympic Committee, he
who provides the gold ought to be writing some of the rules and
so there is a big movement now to get all that changed.

But it should not reflect on the success of the Olympic games in
Salt Lake. I would hope that ever since the Munich games we have
recognized that when you have big international events, there is a
huge amount of media worldwide which has created a forum for
people that would like to get their statement out. And the killing
of the Jewish team at the Berlin games was the beginning of kind
of organized activities of terrorism toward athletes at the Olympic
games or toward officials because they know they can get world-
wide media.

Since that time, even though it was never intended that the U.S.
Government should get involved in the Olympic games, we have
got to be now. So we do provide security and we provide a lot of
other things, too, and certainly transportation to move people rap-
idly is part of the equation, too. We are in the Olympic games
whether we want to be or not from that standpoint.

With that, Senator Byrd, did you have any additional questions?

Senator BYRD. Just a few and then I will be done.
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CORRIDORS

Mr. Secretary, we have exchanged correspondence regarding two
very important initiatives in my state. The Tolsia Highway and the
Mon-Fayette Expressway. Both projects are seeking funds under
the national corridor planning and development program. Earlier
in the year the Federal Highway Administration signaled that they
expected to announce grants for this program by now. However, we
are told now that grants will not be announced until the spring.

What can you tell me about how this competition is proceeding
and what explains the delay in getting these funds released?

Secretary SLATER. Well, Senator, we have, as you noted, gotten
some good applications from your state. We, frankly, were sur-
prised by the public support for the program. We have actually got-
ten applications in the amount of at least $2 billion or more. And
what we are trying to do is to work our way through all of that.
That is why we have extended the time a bit.

But this is March. And when we say spring, that is the commit-
ment that we make and we hope to have an announcement very
soon. But we appreciate your support for the program and also for
communicating your interest in the two projects that have come
from West Virginia.

Senator BYRD. One of the projects, the Mon-Fayette Expressway
will link critically important traffic between West Virginia and
Pennsylvania. As a result, the State of Pennsylvania has voiced
strong support for West Virginia’s application.

Given the focus of this program on enhancing trade corridors on
an interstate basis, will special consideration be given to these
projects which have received statements of support from neighbor-
ing states?

Secretary SLATER. Clearly, because many of these corridors con-
nect states or run through neighboring states, that will be one of
the factors. And, frankly, getting words of support, encouragement
from members like yourselves who actually gave us the ability to
come forward with these kinds of programs, that is very helpful
and also hearing from other states involved. A lot of times there
are match requirements and clearly you have to have a commit-
ment on the part of the states involved to be a partner with you
in funding these kinds of important projects.

Senator BYRD. Another project for which the state has sought
funding, the Tolsia Highway project is critically important to the
economic development of southwestern West Virginia. Will the pro-
gram take into account the economic development aspects of par-
ticular highways in evaluating who receives funding from this pro-
gram?

Secretary SLATER. Well, as noted, Senator, during my opening re-
marks, I mentioned that as we have reviewed our role as a depart-
ment in the development of our strategic plan, we have clearly rec-
ognized that safety has to be our No. 1 priority and that the whole
essence of transportation is enhancing mobility. But there are also
benefits to the economy, to the environment and to national secu-
rity.

Clearly taking into account the economic impact that this kind
of investment can have on a given region, I am thinking now of Ap-
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palachia and the work of the Appalachian Regional Commission.
Your involvement in that effort over the years has clearly dem-
onstrated that transportation investment can increase the economic
prowess potential of a community because it connects that commu-
nity with a broader community of activity, trade, commerce, indi-
viduals, that these are factors that will be taken into account as
we make these decisions.

ADDITIONAL COMMITTEE QUESTIONS

Senator BYRD. I thank you, Mr. Secretary, for your appearance
before the committee. And I thank you for your responses to the
questions.

Secretary SLATER. Thank you, sir.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR SHELBY
REVENUE ALIGNED BUDGET AUTHORITY AND FIREWALLS

Question. Transportation has been on an interesting budgetary journey this past
year. In July 1998, the President signed the TEA-21 law that created budgetary
firewalls for highway and transit spending. Last October—three months later—the
Administration insisted on increased funding for the Access to Jobs program in ad-
dition to the funding included within the TEA-21 firewalls. Last month—seven
months after the President signed TEA-21 into law—the Administration submitted
a budget that would divert funding from the highway firewall into the transit ac-
count, the rail account, and the NHTSA non-firewall account. In addition, discrep-
ancies in outlay scoring estimates between OMB and CBO with regard to the fire-
wall accounts cost the discretionary caps over a billion dollars in outlays in fiscal
year 2000.

In light of the Administration’s actions since the creation of the highway and
transit firewalls less than a year ago, do you think that off-budget or firewall treat-
ment for the FAA accounts is advisable?

Answer. Both off-budget and firewall treatment for FAA is not advisable and we
have not proposed it in the budget. Our nation has moved from a decade of enor-
mous deficit into an era of strong economic growth and budget surpluses, due in
part to the fiscal discipline required when making critical tradeoffs under a unified
budget. The Administration strongly opposes any provisions that would drain antici-
pated budget surpluses prior to fulfilling our commitment to save Social Security
and Medicare first.

Question. Will you aggressively and actively oppose the creation of a firewall for
the Federal Aviation Administration or any part of that organization?

Answer. Yes. The President’s Budget provides Congress an alternative proposal,
which would fully fund the Federal Aviation Administration with aviation user
charges (and excise taxes) that do not threaten the surplus or other federally funded
programs.

Question. Please provide for the record any correspondence you have received from
congressional committee chairmen and ranking members regarding the Administra-
tion’s fiscal year 2000 RABA proposal.

Answer. A letter from Chairman Chafee is attached.

LETTER FROM SENATOR JOHN H. CHAFEE

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS,
Washington, DC, February 1, 1999.
Hon. RODNEY SLATER,
Secretary, U.S. Department of Transportation,
Washington, DC.

DEAR SECRETARY SLATER: I am writing to give you my initial reaction to the
President’s proposed budget for fiscal year 2000 Department of Transportation pro-
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grams under the jurisdiction of the Senate Environment and Public Works Commit-
tee.

As you know, the President’s budget proposal includes a $1.5 billion increase in
transportation spending above the levels assumed in the Transportation Equity Act
for the 21st Century. You will recall that pursuant to TEA-21, any fluctuation in
federal gas tax revenue is mirrored by a corresponding adjustment to Highway
Trust Fund expenditures. Any increase in revenue would be distributed equally
across all Federal-Aid highway programs. This funding mechanism was included to
ensure that transportation funding remains deficit neutral and to ensure that Fed-
eral gas tax revenues are directed to transportation programs.

The President’s budget proposes to distribute this $1.5 billion increase in a dif-
ferent manner than provided in TEA-21. Specifically, the budget proposes that sev-
eral programs, including transit and rail programs and the Congestion Mitigation
and Air Quality Improvement Program (CMAQ), receive the majority of the $1.5 bil-
lion increase.

As you know, I am a strong supporter of many of these programs targeted for in-
creased funding, and in fact, fought for them during the TEA-21 deliberations.
Amongst these programs I support are CMAQ, transit, and highway safety. How-
ever, I have great reservations about the President’s proposal. I believe this proposal
has the potential to reopen the TEA-21 debate, particularly with regard to the state
funding formula issue. You will recall that the funding formulas proved to be one
of the most difficult issues to resolve during the TEA—21 negotiations. The Presi-
dent’s budget proposal would upset the delicate balance finally achieved in those ne-
gotiations. Transferring the increased funds to transit programs and CMAQ skews
the underlying formula agree to in TEA-21. I must oppose reopening such a sen-
sitive issue, especially considering that TEA-21 was signed into law less than one
year ago.

Notwithstanding my concern with the proposed formula changes, the President’s
budget also upsets the programmatic balance established in TEA-21, that is, the
relative emphasis current law places on, for example, bridges, transit, and interstate
maintenance spending. Again, I do not see a compelling reason to reopen these care-
fully negotiated issues.

Finally, it is regrettable to see that the Administration’s budget proposes to avoid
the jurisdiction of the Senate Environment and Public Works Committee. This is
particularly troublesome given how closely we worked with the Administration to
craft a fair transportation bill.

If you would like to discuss these concerns, please call me or have your staff call
Mr. Dan Corbett of my Environmental and Public Works Committee Staff at 224—
7863.

Sincerely,
JOHN H. CHAFEE.

USER FEES

Question. Each year since first assuming office in 1993, the Clinton Administra-
tion has proposed a budget for the Department of Transportation that is rife with
new user fees and increases to current fees. Each year for the past seven years,
Congress has rejected the Administration’s proposal to raise taxes on transportation
users. In fact, this subcommittee added a provision to last year’s act to prohibit the
submission of user fee proposal in the fiscal year 2000 budget request. Nevertheless,
you are again requesting approximately $1.6 billion in new and increased user fee
that Congress has already opposed. While the Administration continues to propose
the tax increases that are “dead on arrival” on Capitol Hill, I believe we have
reached the point where we can no longer afford these budget gimmicks. Do you sin-
cerely believe that the Department cannot satisfactorily execute its duties without
adopting a tax and spend policy?

Answer. As in previous Administrations the Clinton Administration policy is to
introduce user fee funding where appropriate. Users generally are more willing to
pay fees when such fees are dedicated to improving the quality of the programs that
affect them directly.

Question. If Congress does not act on these tax proposals, and I believe it is safe
to assume that we won’t, what areas of the Department’s budget would you, Mr.
Secretary, cut to account for this $1.6 billion shortfall? With highways and transit
protected by the firewall would you cut the FAA, Coast Guard, Federal Railroad Ad-
ministration, or the safety administrations or do you believe it more appropriate to
cut them across the board? What specific program reductions would you make to
make up this shortfall? If Congress does not act on these tax proposals, are you will-



145

ing to assure us that this will be the last time that you submit a budget that pro-
poses new or increased user fees?

Answer. If user fees are not enacted, there will be an overall budget gap to be
filled. How such gap is to be made up would be one of the subjects of the overall
budget negotiations between the Administration and the Congress. I cannot make
any assurances about user fees included in future budget submissions.

ECONOMIC DEVELOPMENT HIGHWAYS

Question. The creation or improvement of transportation facilities through under-
developed areas can act as a stimulus for economic growth and opportunity. It
would seem to me that we should take a look at some of the rural areas that have
not experienced significant economic growth over the past couple of decades and
consider whether improving their highway facilities to tie them more closely to
areas that have experienced greater economic growth or improving their regional
airports for either cargo or passenger service might be a way of helping these de-
pressed areas generate sustainable economic and commercial growth. Please de-
scribe any currently authorized programs that are directed toward these goals.

Answer. The Department provides funds for an important program that is the key
to the economic development of the Appalachian Region. The economic condition of
the region, comprising areas within 13 states, has historically lagged far behind the
Nation as a whole. Growth depends on overcoming the region’s isolation and provid-
ing this under served area with adequate infrastructure. The Department addresses
this problem by providing $2.25 billion for fiscal years 1999 through 2003 for the
Appalachian Development Highway System (ADHS) program. Supporting economic
development in the Appalachia Region by strengthening the highway infrastructure
will improve not only the region, but will have a synergistic affect on the Nation
as a whole.

In 1965, the Appalachian Regional Commission (ARC) was established to help de-
velop the region, and it runs the ADHS program. The Department makes funds
available to the ARC for allocation by administrative formula to the 13 states to
complete the 3,025 mile system authorized by Congress. FHWA administers the pro-
gram and individual projects in the States through FHWA Division offices. Approxi-
mately 80 percent of the system is complete or under construction.

A study completed by Wilbur Smith Associates in July of 1998 indicates that this
program has been extremely successful. The study focuses on the impact on eco-
nomic development of 12 of the largely completed corridor segments. It concludes
that by the year 2015, the ADHS will have created 42,000 Appalachia jobs and in-
creased production or value added by $2.9 billion over the same time period. In ad-
dition, it will have created total travel efficiencies valued at $4.89 billion over the
1965 to 2025 period. The ADHS has helped the Appalachian Region better able to
compete for economic opportunity. This competitiveness is valued at $2.7 billion over
the 1965 to 2025 period.

In addition to this program, TEA-21 authorizes a total of $700 million for the Na-
tional Corridor Planning and Development Program and the Coordinated Border In-
frastructure Program. Under this new discretionary program, the Secretary may
provide funding to significant regional or multistate highway corridors after taking
into consideration several factors including the extent to which such a corridor may
“encourage or facilitate major multistate or regional mobility and economic growth
and development in areas under served by existing highway infrastructure.”

The Federal Aviation Administration’s Airport Improvement Program is not au-
thorized to specifically direct funding for the purpose of helping depressed areas
generate sustainable economic and commercial growth. However, the Administra-
tion’s aviation authorization proposal includes provisions that should help encourage
more funding to upgrade nonprimary airports to accommodate turbine-powered air-
craft, such as business aircraft. The Administration proposal also includes a new,
five-year, $35 million grant program to help rural communities attract increased air
service; an allowable use of those grant funds would be to make available necessary
airport facilities.

Question. Would you be willing to work with me and other interested members
of the Senate to find other ways of achieving these goals?

Answer. DOT is a strong believer in programs such as the Appalachian Develop-
ment Highway System program that support economic growth in rural areas. It is
the role of the Federal Government to spur economic growth to unlock the potential
in all areas of the U.S. The Department certainly will work with you to achieve
these goals.
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ACCESS TO JOBS

Question. Last year the administration successfully pushed for an increase above
the guaranteed firewall level for the new TEA-21 “Access to Jobs” transit program,
from $50 million to $75 million. And this year, you propose to use $75 million from
the RABA funds to double this program’s funding above the guaranteed level.
Doesn’t the budget request “jump the gun” by proposing to double this program
above the authorized level, before DOT has had any chance to evaluate the pro-
gram’s success? How long will it take to evaluate the success of this new program?

Answer. The budget requests doubling the funding for the Access to Jobs program,
a key element to the success of welfare reform. Gaps in our nation’s public transpor-
tation system too often create barriers to employment for people who cannot afford
to own a reliable car. The Job Access and Reverse Commute program will help build
the transit services necessary to help welfare recipients and low-income workers
reach employment opportunities and move from welfare rolls to payrolls. It is impor-
tant to make an early investment in this program to achieve all of the benefits of
welfare reform, including improving the lives of current welfare recipients, utilizing
all of the nation’s human resources, and reducing welfare costs to all levels of gov-
ernments.

The Department has already seen a significant interest in the program, receiving
280 applications for fiscal year 1999. These applications request a total of over $111
million, in comparison to the $75 million appropriated. The program demands a
very high level of local coordination before an application is submitted. Considering
the short period of time between the enactment of TEA-21 and the application
deadline, the Department is pleased with the response it has received. Localities
will have more time to foster relationships, coordinate among interested parties, and
develop applications for fiscal year 2000. As the program gains visibility among
human service agencies, and with more time for coordination, the Department ex-
pects to see significantly more applications competing for Job Access and Reverse
Commute funds in the next fiscal year.

Beginning in fiscal year 2000, the program’s performance will be measured
against the performance goal (increase the number of employment sites that are
made accessible by Job Access and Reverse Commute transportation services) in-
cluded in the Department’s annual Performance Plan. Furthermore, in accordance
with TEA-21, FTA will conduct a full program evaluation in fiscal year 2000.

Question. The Federal Transit Administration had planned to announce the 1999
Access to Jobs grants by the end of February. Please provide a listing of these
grants for the record.

Answer. The FTA regional offices and headquarters have completed an extensive
review of all applications, and are now in the process of making final recommenda-
tions for grant award in April. Once grantees have been selected, the Department
will provide the Chairman with a final list.

ACCESS TO JOBS GRANT SELECTION CRITERIA

Question. What were the criteria for grant selection? Please also provide a copy
of the published criteria for the record.

Answer. The Federal Transit Administration is selecting grantees based on the
statutory criteria provided by TEA-21. These criteria were published in the Federal
Register on November 6, 1998, and they read as follows (the number of points in
parentheses indicates the maximum level of points for a given factor):

1. Coordinated human/services/transportation planning process and Regional Job
Access and Reverse Commute Transportation plan (25 points). Evaluated based on
the extent to which the applicant:

A. Demonstrates a collaborative planning process, including: 1. coordination with,
and the financial commitment of, existing transportation providers; 2. coordination
with the state or local agencies that administer the state program funded under
part A of title IV of the Social Security Act (Temporary Assistance to Needy Fami-
lies and Welfare to Work grant programs); 3. coordination with public housing agen-
cies (including Indian tribes and their tribally designated housing entities as defined
by the Secretary of HUD) if any, which intend to apply for Welfare to Work Housing
Vouchers from the Department of Housing and Urban Development; 4. consultation
with the community to be served; and 5. consultation with other area stakeholders.

B. Presents a Regional Job Access and Reverse Commute Transportation Plan ad-
dressing the transportation needs of welfare recipients and low-income individuals.

2. Demonstrated Need for Additional Transportation Services (30 points). Evalu-
ated based on the extent to which the applicant demonstrates:

A. in the case of an applicant seeking assistance to finance a Job Access project,
the relative need for additional services in the area to be served to transport welfare
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recipients and eligible low-income individuals to and from specified jobs, training
and other employment support services; and

B. in the case of an applicant seeking assistance to finance a Reverse Commute
project, the need for additional services to transport individuals to suburban em-
ployment opportunities.

3. Extent to Which Proposed Services Will Meet the Need for Services (35 points).
Evaluated based on the extent to which:

A. The proposed service will meet the need.

B. The applicant demonstrates the maximum use of existing transportation serv-
ice providers and expands transit networks or hours of service, or both.

4. Financial Commitments (10 points). Evaluated based on the extent to which the
applicant:

A. Identifies long-term financing strategies to support proposed services.

B. Identifies financial commitments by human services providers.

C. Identifies financial commitments by existing transportation providers.

FTA also will consider the extent to which the applicant addresses the following
variable factors: (10 bonus points total)

—1. Innovative approaches that are responsive to identified service needs;

—2. Linkages to other employment-related support services; and

—3. Other strategies that are effective in meeting program goals.

QUESTIONS SUBMITTED BY SENATOR DOMENICI
BORDER PROGRAMS

Question. Secretary Slater, as part of our work on the TEA-21 legislation last
year, Congress expanded authorized funding levels and projects dealing with in-
creased traffic at international border crossings. New Mexico is one of the border
states that is feeling pressure from increased traffic; both positively due to trade,
and negatively due to drug trafficking and other safety concerns.

I helped to secure a few amendments which try to address some of these national
transportation concerns. One was to ensure that the new Border and Trade program
would utilize funds to detect and deter narcotics smuggling. Another was funding
under the Trade Corridor and Border Crossing planning program should address
projected increases in commercial border traffic. How has the Department planned
to focus funding for the detection and deterrence of narcotics smuggling within the
Border and Trade Program?

Answer. The Department will diligently and fairly review any application from an
eligible recipient of Coordinated Border Infrastructure (CBI) funds that contains
work elements linked to detection and deterrence of narcotics smuggling. By statute,
eligible recipients are States and MPOs.

Question. Has the Department evaluated the projected future increases in com-
mercial border traffic at border crossings?

Answer. The Department does not make an official DOT forecast of projected fu-
ture increases in commercial border traffic at border crossings. The Department,
does however, consider projections made by other agencies (e.g., States) in the con-
text of reviewing applications for CBI funds.

Question. As to the new Border program funding, what criteria is the Department
using for establishing border impact? For example, is direct proximity to the border
imperative, or can arteries effected by increased traffic, even at further distance
from the border, be considered?

Answer. The statute requires CBI projects to be in a border region. The Depart-
ment considers projects within 100 km (62 mi) of the US/Canada or US/Mexico bor-
der to be in a border region. This consideration is based on language in an inter-
national treaty, which in turn, was based on an earlier agreement (Article I(d) of
Annex IT to the August 14, 1983, Agreement Between the United States of America
and the United Mexican States on Cooperation for the Protection and Improvement
of the Environment in the Border Area). The purpose of the earlier noted planning
effort is similar to the purpose of this portion of the language in TEA-21.

NONDESTRUCTIVE EVALUATION AND TESTING

Question. Secretary Slater, the Administration continues to put an emphasis on
the use of technology in transportation. You know of my interest in the work that
is being done by the Aging Aircraft Nondestructive Evaluation Center (AANC),
which is supported by the Federal Aviation Administration, and is now a partner
in the Center of Excellence for Airworthiness Assurance. This collaboration has been
very successful, but has had a bit of a set back this year with final congressional
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approval of the President’s lower 1999 budget request for the research programs
funding these activities.

Mr. Secretary, will you please provide the Subcommittee with the Department’s
current funding profile for the Aging Aircraft Nondestructive Evaluation Center in
Albuquerque, and for the various components of the Center of Excellence for Air-
worthiness Assurance Program?

Answer. In 1998, the Aging Aircraft Nondestructive Center (AANC) received ap-
proximately $750,000 in operational support (infrastructure support and short-term
tasking), and another $2,250,000 in funding for specific technology testing and vali-
dation through the Airworthiness Assurance Center for Excellence (AACE).

Including the funding to AANC, the AACE received approximately $8,850,000 in
contract work in fiscal year 1998. AACE also received approximately $300,000 in
grants from the FAA. This funding level was established in response to Congres-
sional direction pertaining to AACE and the Engine Titanium Consortium (ETC).
(ETC was integrated into AACE in 1998.) In fiscal year 1999, FAA anticipates fund-
ing AANC at $3.3 million, including $1.9 million through AACE. An additional $1.1
million in contract work and grants is also anticipated for AACE.

FUNDING FOR AANC

Question. AANC in Albuquerque has been funded at $3 million per year. I believe
the FAA intends to continue this level of support, however under the new Center
$2 million of this amount will flow through this new mechanism. Do you expect the
1999 level of support of the AANC to remain at $3 million? When does the Depart-
ment expect to commit these funds?

Answer. Through an interagency agreement, the FAA has obligated $1.2 million
from its fiscal year 1999 Aging Aircraft budget to the Aging Aircraft Nondestructive
Evaluation Center (AANC) for operational support and short-term tasking. Also,
through this interagency agreement, AANC will receive a supplemental $250,000 for
the purchase of a test-bed aircraft (a retired Boeing 747). In addition to this direct
funding, FAA anticipates obligating another $1.9 million to AANC through the Air-
worthiness Assurance Center of Excellence (AACE). This figure includes $1.7 million
for inspection-related research, $100,000 for composite repair doubler validation,
and $75,000 for rotor craft research, totaling approximately 53.3 million.

Question. What is the request for the AANC and the program elements associated
with the Center for Excellence in the fiscal year 2000 budget, and how does that
compare to the proposed plan for fiscal year 1999?

Answer. The Aging Aircraft Nondestructive Evaluation Center (AANC) budget re-
quests in fiscal year 1999 and fiscal year 2000, submitted as part of the Aging Air-
craft budget line item, is approximately $3 million. The Airworthiness Assurance
Center (AACE) does not have a specific budget request line item in fiscal year 1999
or fiscal year 2000. Rather, other Aircraft Safety budget line items request a mini-
mum of $1 million for AACE-related work in fiscal year 1999 and fiscal year 2000.

Question. Is the request sufficient to support ongoing work? What are the program
goals for fiscal year 1999 and fiscal year 2000 under the FAA’s plan?

Answer. The Aging Aircraft Nondestructive Evaluation Center’s (AANC) efforts
are predominantly in support of the Aging Aircraft Research Program, whose budget
for fiscal year 1999 is $14.7 million. The goals of the program will be satisfied by
the current budget request. In particular, the funding request for AANC is sufficient
to maintain the existing facilities and support projected needs in inspection re-
search. In general, it is anticipated that AANC will play a key role in transitioning
to industry at least two significant inspection techniques (technologies and proce-
dures) per year.

AANC may be awarded additional tasks in the areas of rotor craft safety, compos-
ite repair, and non-structural systems, as appropriate. The funding for these tasks
must come from the requests for these individual areas.

AVIATION SAFETY RESEARCH

Question. How does the budget request square with the commitment of the Ad-
ministration to improve safety in the skies? The Vice President’s Commission on
Aviation Safety and Security defined the need for safety research and the FAA Ad-
ministrator has established a Safer Skies initiative. Did the FAA request additional
funding for the Airworthiness Assurance Center of Excellence in its budget submis-
sion to you, Mr. Secretary? Did the Department submit a request for additional
funding to OMB?

Answer. The agency’s overall R, E&D budget request reflects an increased focus
on air traffic, cockpit, and maintenance human factors issues. The Aircraft Safety
program request places highest priorities on survivability, weather, and uncontained
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engine failure projects. In October 1998, in response to the White House Commis-
sion on Aviation Safety and Security recommendations, the FAA released its Aging
Transport Non-structural Systems Plan. This plan is the foundation for the research
program in support of the Commission. Immediately upon its release, the FAA re-
programmed $700,000 for aging nonstructural systems research.

AGING NONSTRUCTURAL COMPONENTS

Question. The AANC and the Center of Excellence has focused its research and
technology development efforts largely on structural aging in view of the current
fleet of commercial aircraft. The FAA has recognized the nonstructural aging issues
as needing to be addressed, for example, the wiring issue. I understand that the
FAA plans to commit a few hundred thousand dollars to this effort in fiscal year
1999. Can you please tell the Subcommittee what the current nonstructural aging
program expects to accomplish in 1999 and how much the FAA intends to commit
to this area of research?

Answer. The objective of the Aging Systems Research Program is to work with
industry (airframe manufacturers and aircraft operators), the Department of De-
fense, and the National Aeronautics and Space Administration to accomplish six
specific tasks outlined in the FAA Aging Transports Non-Structural Systems Plan.

The research program was initiated in early fiscal year 1999, immediately after
the release of the plan. It is anticipated that funding ($700,000 reprogrammed from
the aging structures program) will be spent in two ways:

Development of aircraft arc-fault circuit breakers: This project is a joint effort
with the Office of Naval Research. A Broad Agency Announcement will be released
this month and a technical effort initiated by mid-May. The development of arc fault
circuit interrupters will reduce the incidence of arcing faults capable of causing elec-
trical fire or explosion. The TWA 800 accident may have been caused by the spark-
erosion of a metal conduit and subsequent vapor ignition. This type of fault would
be preventable by this technology.

Development of a validation infrastructure: This project is progressing on two
fronts: The acquisition of a wire test system, and acquisition of a systems test bed
aircraft. The acquisition of a wire test system is a joint activity with the Product
Reliability and Maintainability Office (PRAM) of the Air Force. The wire test system
is applicable across aircraft platforms. FAA intends to apply it first to the DC 9 air-
craft located at the Aging Aircraft Nondestructive Center (AANC). The PRAM office
and the contractor (GRC/Eclipse) have received and addressed the FAA’s technical
requirements. FAA recently received and provided feedback on a draft proposal from
GRC/Eclipse.

On the acquisition of a systems test bed aircraft, FAA is working with the Air
Transport Association’s (ATA) Aging Systems Task Force to explore the possibility
of working together to jointly satisfy ATA’s obligation to do tear-down evaluations
of soon-to-be-retired aircraft, and the FAA’s commitment to establish and baseline
a systems testbed. In effect, the ATA members would assist FAA in providing a
baseline for the aircraft. In the process, they will help to satisfy their obligation to
do tear-down inspections. An added benefit of this approach is that the ATA would
be more inclined to accept and support the resulting baseline. FAA expects to ac-
quire an older Boeing 747 by the summer of 1999.

Question. 1 understand that the fiscal year 2000 request for this area of work is
about $15 million overall. What does the Administration assume will be accom-
plished in the nonstructural aging area under its budget request? How much is
budgeted for this work?

Answer. The entire Aging Aircraft budget request for fiscal year 2000 is approxi-
mately $16 million. In fiscal year 2000, The FAA expects to accomplish the following
in aging nonstructural systems research: Complete wire assessments directed at de-
termining the feasibility of managing aircraft wire safety issues with life limits. De-
termine the adequacy of visual inspection for assessment of wire condition. Develop
an advanced prototype arc-fault circuit interrupter suitable for flight testing. Initi-
ate research into advanced technologies and techniques for wire inspection and test-
ing. And initiate research into flight critical mechanical systems.

Other efforts will be initiated in response to the recommendations of the newly-
formed Aging Transport Systems Rulemaking Advisory Committee and the Air
Transport Association’s Aging Systems Task Force.

PROPULSION SYSTEMS SAFETY RESEARCH

Question. In 1998, the FAA in cooperation with the Secretary of the Department
of Transportation announced the enhanced inspection initiative for engines. The
focus of the program is on improved inspection practices for critical rotating compo-
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nents of jet engines, a significant factor in reducing the number of propulsion-relat-
ed incidents. The Engine Titanium Consortium, which brings together a leading re-
search university with the major U.S. engine manufacturers was established by the
FAA to address inspection research, development and implementation needs. What
are the DOT plans to assure adequate funding for this program in fiscal year 1999
and fiscal year 20007

Answer. The Engine Titanium Consortium (ETC) was allocated $3.4 million in fis-
cal year 1998. This is sufficient to fully fund ETC through fiscal year 1999. Within
the fiscal year 2000 budget request, ETC funding is anticipated to be $2.6 million.

SHORT & LONG TERM RESEARCH EFFORTS

Question. The FAA has often been accused of “tombstone technology” with ad-
vances only being considered and made in the wake of some major incident. Indus-
trial research efforts are being driven more and more by economics. Both the FAA
and industrial focus is on short-term payback. What steps are in place to assure
that your research programs are addressing both short-term issues and long-term
needs?

Answer. In fiscal year 2000, approximately 35 percent of the research budget is
for long range research. FAA provides guidance to researchers that emphasizes the
need to sustain a viable long-term research program, FAA tracks requirements for
both long-term and short-term needs, and when FAA constructs a research portfolio,
they ensure that there is a balance between meeting long-term and short-term
needs. Additionally, FAA is working closely with NASA to ensure that their aero-
nautics research program, which has a time horizon further out than FAA’s, is re-
sponsive to long-term user needs.

UNIVERSITIES & NATIONAL LABORATORIES

Question. Are leading edge universities and national laboratories being included
in the research process similar to the Airworthiness Assurance Center of Excellence
program?

Answer. The use of leading edge universities and national laboratories is an im-
portant part of FAA’s research program. In the addition to the Airworthiness Assur-
ance Center of Excellence, FAA has Centers of Excellence (COE) for Aviation Oper-
ations Research and for Airport Pavement Research. The University of California
at Berkeley, the University of Maryland, Virginia Polytechnic Institute, and the
Massachusetts Institute of Technology are the principle universities associated with
the COE for Aviation Operations Research. The University of Illinois at Urbana-
Champaign and Northwestern University are the principle universities associated
with the COE for Airport Pavement Research. Additionally, with NASA, the FAA
sponsors the Joint University Program. This program involves Princeton University,
Ohio University, and the Massachusetts Institute of Technology.

INDUSTRY INITIATIVES

Question. Are adequate plans in place to assure that the basic research programs
that complement the industry initiatives and other short-terms programs are also
in place?

Answer. The FAA engages in continuous dialogue with users and industry to en-
sure that the research program fits in with industry initiatives. This dialogue in-
cludes user initiatives for new operational concepts. FAA does this routinely with
the FAA’s Research, Engineering, and Development (R,E&D) Advisory Committee,
RTCA, the Air Traffic Control Association, and a variety other groups representing
users and manufacturers. For example, the R,E&D Advisory Committee, a group
representing both users and manufacturers, meets three times a year to provide the
Administrator guidance on research investments. They annually review the pro-
posed research portfolio to ensure its responsiveness to the needs of the aviation
community and, when necessary, provide recommendations for change to that pro-
gram to improve the value of that portfolio to the aviation community.

FAA also meets with industry, when necessary, to address specific issues. These
sessions are geared to address issues in a specific area and are undertaken to en-
sure, as much as possible, that FAA’s programs and those of the manufacturers are
directed towards meeting the aviation system users’ needs. For example, FAA is
sponsoring an Aviation Weather Research Forum on March 24, as part of a strategy
to coordinate Federal Government and private sector activity in the availability and
use of enhanced weather information.
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AVIATION SAFETY INSPECTOR TRAINING

Question. Aviation safety is a major focus of this Subcommittee’s work. This past
year has been a real success with no fatalities in commercial air travel. The key
to this success is largely in the hands of the aviation inspectors, and these same
inspectors are the key to getting new technology into the actual inspections. How
would you characterize the training budget for aviation safety inspectors? Are the
proposed resources sufficient to adequately train these inspectors and keep them up
to date on the latest aircraft and technology?

Answer. Within the overall constraints of the fiscal year 1999 budget, the FAA
has allocated an appropriate level of resources to meet training needs for aviation
safety inspectors, including training for the Air Transportation Oversight System
(ATOS); Safety Performance Analysis System (SPAS); Operations Specification; Cer-
tification, Standardization, and Evaluation Team (CSET); and systems safety. As
technical training for recent new hires is provided, they will be integrated into the
inspector workforce to perform job functions such as record checks and facility in-
spections.

AVIATION SAFETY INSPECTOR TRAVEL

Question. Is the FAA providing sufficient travel funds for those inspectors who
must travel? I understand that in testimony before the House authorizing sub-
committee, the Albuquerque Flight Standards District Office (FSDO) was advised
that travel funds are limiting overnight travel after this month so that the 12 in-
spectors can no longer service flight operations in El Paso. The witness raised the
issue of both foregone inspections for some 2,000 flights, as well as a staffing deficit
of as many as 12 inspectors for this office.

Answer. Job performance travel is a critical element in aviation safety inspectors’
certification, surveillance and inspection work. Safety-related travel continues to be
funded, and the FAA will conduct over 300,000 inspections, evaluations, and audits
of air carriers, manufacturers, and personnel in the aviation industry this fiscal
year. Given the fiscal year 1999 budget constraints, all non-operational and non-
training travel has been prohibited, thus conserving funds for critical job perform-
ance activities.

Albuquerque FSDO is servicing flight operations in El Paso. Travel to El Paso is
closely monitored, but inspectors continue to be assigned work in that area. The
FSDO staffing had been at or near 17 inspectors since October 1, 1997, until three
inspectors left since October 1998.

AVIATION SAFETY INSPECTOR STAFFING

Question. How do you characterize the FAA’s safety inspection program? How
many inspectors are currently on board? Do they have sufficient support staff? Do
they have the necessary funding to do a good job?

Answer. The safety inspection program is continuing to operate in accordance
with nationally developed priorities and requirements. Some work activities will be
delayed until the third and fourth quarters of this fiscal year due to budget restric-
tions.

Based on the current FAA staffing standards applicable to Flight Standards field
offices, FAA is close to full staffing for both aviation safety inspector (ASI) and safe-
ty support positions. As of February 28, 1999, Flight Standards had 3,257 field in-
spectors and 720 field support on board.

Funding restrictions are in place to reduce or eliminate certain types of travel and
training. Priority in travel funding goes to the performance of certification, surveil-
lance and inspection work activities. Restrictions are in place on such items as sup-
pllies, equipment, back-filling positions vacated by attrition, and administrative trav-
el.

AIR TRANSPORTATION OVERSIGHT SYSTEM (ATOS)

Question. The FAA continually implements new safety programs as problems are
identified. The Air Transportation Oversight System (ATOS) was designed to man-
age the certification of new carriers entering service. I understand that the training
funding situation is impeding the implementation of this new program, and that the
FAA actually redirected funding out of the Flight Standards budget which will exac-
erbate this problem. What is the FAA’s rationale for this redirection of funding, and
what are the plans for ATOS in the fiscal year 2000 budget?

Answer. The FAA decided to move funds from Flight Standards and other FAA
organizations to address unbudgeted cost increases, unspecified reductions during
the appropriations process, and loss of anticipated user fees. Flight Standards has
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therefore had to reduce planned spending in several areas, including technical train-
ing. The Flight Standards Service is funding all of the required “baseline” training
that the ATOS policy requires before aviation safety inspectors can work in the
ATOS program. However, due to funding limitations, the Service will be unable to
fund the aircraft-specific flight and systems training that is called for by the ATOS
policy document. Fiscal year 2000 planned ATOS training includes carryover re-
quirements from fiscal year 1999, as well as funds to develop and revise the ATOS
training to prepare for the ATOS Phase II program, and begin training the inspec-
tors who will be needed to work the Phase II portion of the ATOS program.

Question. I understand that a new carrier came on line this past October to serve
the Pacific Northwest. Could you please describe for the Subcommittee how ATOS
is working in this case? Is ATOS being implemented and what type of surveillance
is the FAA undertaking to appropriately certify this new carrier for service? If
ATOS is not being carried out, why not?

Answer. ATOS is based on using system safety and risk management certification
and surveillance concepts to proactively prevent accidents. Although not completely
developed, Phase I of ATOS was implemented on October 1, 1998. This implementa-
tion included the ten largest air carriers based on the number of passengers carried.
Phase I also includes any new air carriers certified under a systems safety-based
certification process that the FAA is currently finalizing. It is anticipated that newly
certificated air carriers, who have been certified under the new process, will be com-
ing into ATOS in fiscal year 2000. The carrier described as serving the Pacific
Northwest has not been certificated under a systems safety-based process. There-
fore, it will be included in Phase II of ATOS, which will include all other 14 CFR
part 121 air carriers.

QUESTIONS SUBMITTED BY SENATOR LAUTENBERG
SAFETY HAZARDS OF SPORT UTILITY VEHICLES (SUV’S) AND LIGHT TRUCKS

Question. What Is DOT doing to address the known safety hazards of sport utility
vehicles (SUVs) and light trucks?

NHTSA recently announced that during routine side impact crash tests many
SUV’s unexpectedly rolled over, likely due to their high centers of gravity. In fact,
fully 37 percent of fatal crashes in SUV’s involve rollover. This compares to only
15 percent for cars. Simple safety changes, such as stricter roof crush standards,
could help to address this serious problem. What is DOT doing to address the seri-
ous rollover problem? Are you planning to revise SUV and light truck rollover
standards?

Answer. Rollover is one of the Department’s top priorities. While recently two
SUV’s rolled over in the side impact New Car Assessment Program (NCAP) crash
test and one in the side impact compliance test, it should be emphasized that the
vast majority of rollover crashes involve a single vehicle. NHTSA has initiated a
number of engineering and consumer information initiatives to address the rollover
issue.

NHTSA recently completed test track research on a number of rollover-inducing
maneuvers to determine which might be most useful for identifying potential stabil-
ity problems. The results are currently being analyzed to determine the feasibility
of a rulemaking action or consumer information program that addresses vehicle roll-
over propensity.

NHTSA is continuing actions that may lead to improvements in roof strength and
door retention. Research is near completion on the study of procedures and potential
benefits for upgrading Federal Motor Vehicle Safety Standard 216, “Roof Crush Re-
sistance.” Based on this research, the NHTSA will make a determination of possible
rulemaking in the spring of 1999. Many of the fatalities and injuries in SUV roll-
overs are due to full or part