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A Message to the Reader:

The Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA) marked a new era in
transportation investment.  For the preceding thirty-five years, the Federal government directed much
of its surface transportation investment to the construction of  the Interstate Highway System. This
45,000 mile system links the States to each other and also provides safe and efficient connections
between urban and rural areas.  The Federal government also invested heavily in transit system
maintenance and construction during this period.  When Congress enacted ISTEA it recognized that
the dream of a nationwide system of interconnected,  high-capacity highways had been realized, that
transit system construction had been completed in many areas, and that a new era in multi-modal
transportation investment had begun.

ISTEA presents a vision for the future that protects the extensive investment we have made and that
emphasizes enhancing the transportation system’s efficiency, monitoring and improving its
performance, and ensuring that future investments reflect consideration of their economic,
environmental, and quality-of-life impacts. In order to make that vision a reality, ISTEA calls for
sound transportation planning and emphasizes the need to broadly consider the impacts of transporta-
tion investments.

Without adequate resources to pay for building and maintaining infrastructure and operating
transportation services, such good planning is only a first step.  This is especially true in an era of
growing needs and limited resources at all levels of government.  ISTEA and more recent legislation
therefore give State and local governments new financing tools to carry out their transportation plans.

Elected officials and policy makers play vital roles in transportation planning and financing, and this
guide provides them an understanding of how sound statewide transportation planning can provide
investments that meet their State’s economic development, environmental and quality-of-life goals.
This guide also provides information on statewide planning for other parties interested in the decision-
making process for infrastructure investments.  Since financing needed transportation investments is
a critical concern, this guide also discusses innovative financing techniques now available to State
and local governments. We trust that it will prove helpful.

Signed:

Rodney E. Slater Gordon J. Linton
Administrator Administrator
Federal Highway Administration Federal Transit Administration



Part One:
The Context for Statewide Transportation Planning

ISTEA recognized the critical role that elected officials and policy makers  with public input, play
in transportation decision-making and the importance of good information to assisting them in making
sound decisions.  ISTEA’s planning process is designed to improve the quality and scope of
information these officials receive on transportation options and on the impacts of transportation
investments on their State’s economy, environment, and quality-of-life. 

Each State has a different process for making transportation decisions.  In some, the legislature
annually approves the transportation capital investment program.  Others have independent or quasi-
independent commissions, boards, or authorities that are responsible for transportation decisions.  In
all cases, elected officials at the local, regional, or State level need good information to guide their
decisions and the ISTEA planning process is designed to provide this.

WHY DO WE NEED STATEWIDE TRANSPORTATION PLANS?

ISTEA’s Statewide planning provisions are intended to assist transportation planners in organizing,
gathering input, and presenting information about transportation needs, impacts, and investment
choices.  In doing so, decision makers can look at their State’s needs as a whole over the long-term
and understand transportation in the context of their States’ goals and priorities.  They also must
balance urban and rural needs and the differing demands of the various forms of transportation.  This
is important because most transportation funding is provided by State governments or (in the case of
Federal funds), through them. 

This is why statewide transportation planning makes good sense, and why ISTEA requires that
statewide plans be developed.  ISTEA provides a framework for comprehensive transportation
planning that includes specific requirements that States must address in their plans, to guide
investments towards a fully integrated, multi modal transportation system.

AN OVERVIEW OF THE MAJOR COMPONENTS OF STATEWIDE PLANNING

There are several major components to statewide planning as envisioned in ISTEA. The statewide
planning process produces two key products: statewide transportation plans and statewide trans-
portation improvement programs (STIPs).

Statewide transportation plans present a future vision for mobility that considers those factors that may
impact or be impacted by transportation investments.

STIPs are short-term documents that list the projects to be advanced in the next three years with
Federal Highway Administration  (FHWA) or Federal Transit Administration (FTA) funding. 

The statewide planning process also provides a framework to understand and shape the role of
transportation in the context of broader economic, environmental and quality-of-life goals. As an
example, ISTEA created specific linkages to the goals of the Clean Air Act Amendments (CAAA) of



1990 and links transportation planning decisions in metropolitan areas to the financial resources
expected to be available

ISTEA also focuses on effective management of existing assets and promotes operational strategies
to improve transportation system efficiency.

ISTEA emphasizes involving the public and other transportation partners in transportation decisions
and in considering the various forms of transportation available when addressing transportation
problems.

Taken together, these considerations  comprise the statewide planning process and are discussed in
more detail later in this guide. 

Statewide planning under ISTEA is multi-faceted, includes consideration of all  modal
options (e.g. highways, transit, rail roads),  and is characterized by input and participation

from stakeholders and the public.

PLANNING SUPPORTS MULTIMODAL DECISION-MAKING

Statewide transportation planning is a cooperative venture where those responsible for the
performance of the transportation system and the stakeholders in efficient transportation services work
together to define the best direction for the States transportation system.

This cooperation is especially important between State Departments of Transportation (DOTs),
Metropolitan Planning Organizations (MPOs), transit operators, local governments, quasi-public
agencies (e.g., airports, port authorities), and the private sector (e.g., major shippers and distributors).

For example, given the economic importance of metropolitan areas, it is vital that State and
metropolitan area transportation plans be coordinated and well-integrated and that concerns and needs
of all users of transportation be addressed. This demands continuing cooperation throughout the
 planning and project implementation phases.

The Maine Department of Transportation will construct an intermodal truck-to-rail transfer
facility near the town of Fairfield.  The facility is located near an Interstate Highway and will

provide for the transfer of freight hauled on trucks to key rail lines, both in Maine and
throughout New England.  A private rail company is contributing material, equipment, and
services for use in the project.  Through the new financing flexibilities provided in ISTEA,
the State can credit the value of these contributions, approximately $1.57 million,  toward

its required matching share for the Federal funds to be spent on this project.  In effect, this
saves the State $1.57 million, which can be used for transportation improvements else-

where.



ONE SIZE DOES NOT FIT ALL:  A STATEWIDE PLAN SHOULD REFLECT THE UNIQUE
NEEDS OF EACH STATE

The transportation planning process should be structured to meet each State’s needs. Since the
information needed for good planning varies and each State’s decision-making process is unique,
different approaches are necessary in different places.  For example, planning in some States may be
oriented towards analysis of data relating to specific facilities or transportation corridors.   In other
States, transportation planning might be more policy-oriented and include a statement of policies
meant to guide investment for the State.  Either may be appropriate depending on the context in which
the plan is developed.  Certain components of planning, to be covered later, should be included in the
plan development process but they, too, should be tailored to individual States’ needs.

In short, statewide planning should focus on those issues and challenges that are most relevant to each
State.  For example, a State that is a major tourist destination might want to emphasize transportation
issues related to tourism, whereas a State that is a major exporter of goods or resources might focus
on the efficient movement of freight.



Public Involvement is a Hallmark of Planning at Wisconsin DOT

Wisconsin DOT (WisDOT) built upon its strong tradition of public involvement and has developed a proactive
public involvement process in which the public’s views are reflected in a comprehensive statewide transportation
plan. The effort consisted of the following:

• A series of “listening sessions” were held around the State to identify underlying transportation concerns and
discuss the relationship between transportation and other issues (i.e. the economy and environmental
protection);

• Two different “public groups” were recognized and communications techniques were tailored to each group: 1)
the general public who are users of the transportation system but had no organized special interest; and 2) 
individuals and groups that directly influence the decision process, including legislators and their staffs, lobbyists,
and special interest groups.

Three stages of public involvement were developed and are summarized below. 

1) Public outreach at the early stages of plan development.

Outreach included: regional meetings, peer review forums, a meeting with key statewide organizations, and the
convening of expert panels to discuss freight movement issues.  Special efforts were made to keep elected officials
informed  through informal gatherings with  legislative staffs, lobbyists, and special interest groups. Additional
outreach efforts were targeted to minorities, the elderly, disabled, and members of low income groups. Special
focus group meetings were held for Native Americans, Hispanic communities, and African Americans.
 
2) Solicit reaction to four detailed plan alternatives.  

This included regional open houses, focus group meetings, and meetings with chambers of commerce, local
government organizations, transit managers, and construction contractors.  Extensive use of paid newspaper and
TV advertisements informed people of their opportunity to participate and communications continued with State
legislators and their staffs. WisDOT received nearly 6,000 written comments and surveys showing that the public
favored a plan alternative that completed major highway projects, reconstructed Milwaukee’s freeway system,
rehabilitated the road system, and expanded service in other areas. 

3) Test and solidify public acceptance of the draft statewide transportation plan.

With a recommend draft plan (Translinks 21) prepared, WisDOT conducted a final round of public involvement
including TV and newspaper advertisements, a series of town meetings, formal public hearings and surveys. A
survey of 503 randomly-selected Wisconsin citizens was conducted to gauge their support of the draft plan. More
than two-thirds of those surveyed voiced strong overall support for the plan, while only one in six expressed
disapproval.  Support was highest for the plan’s highway rehabilitation, intermodal freight and elderly and disabled
transportation service components. In addition, its land use and environmental strategies also received high
marks.

Efforts to gain approval of a new revenue source for transportation programs failed in 1995 but the State is
continuing to actively involve the public in its efforts to implement the Translinks 21 plan.  Specifically, the State
recognizes the need to gain support from local officials for a new revenue source and is working hard on securing
that support.  Given the fact that over 77% of all funding for transportation improvements comes from State sources,
WisDOT continues to believe that it is essential to work with the public and elected officials in order to gain support
for needed funding to implement the Translinks  21 plan.



PART TWO:
PRODUCTS OF STATEWIDE PLANNING

There are two principal products that result from the statewide planning process: the statewide
transportation plan and the statewide transportation improvement program (STIP). 
The statewide plan is intended to present a long-term vision of the State’s transportation system. 

The STIP is a shorter-term listing of projects that are planned for implementation throughout the State
over a three-year time frame using FHWA and/or FTA funding.  The STIP requirement, new under
ISTEA, mandates that only projects included in a STIP can receive FHWA and/or FTA funding.

STATEWIDE TRANSPORTATION PLANS

A statewide transportation plan should consider the full range of modal choices (e.g., highway, rail,
transit), and operational, maintenance  and technology investment options (e.g., signal synchronization,
traveler information systems)  that can meet the mobility and economic needs of system users.  The
plan should reflect the following considerations:

Long-term:  A plan should provide a perspective on the State’s transportation future for at least a 20-
year time frame.

Linked to Economic Goals of the State:  A plan should be closely linked to the State’s economic
development strategy as well as to those environmental, social, and land use policies that guide
development in the State.

Linked to Environmental Objectives: Statewide plans should reflect consideration of environmental
issues and impacts, including compliance with specific requirements relating to the attainment of air
quality standards.

Coordinated With All Modes and Transportation Providers: The plan should be coordinated with
planning undertaken by MPOs, transit agencies, ports and airports, private-and public-sector groups,
and others that have or could have an impact on the transportation system.

Intermodal: The plan should identify the linkages and desired linkages between transportation modes
(e.g. truck-to-rail, bus-to-rail, port-to-truck) and address existing gaps in connections. 

Performance-oriented: A plan should place adequate emphasis on managing existing assets. This
includes maintaining, monitoring, and improving transportation system performance.
 
Participatory: Users, transportation providers, and the public should be given sufficient opportunity
to provide input to the Plan’s development, not just to comment on a draft final product.
 
Realistic and Fiscally Sound: The plan should provide realistic options for addressing mobility needs
over the 20-year period.  It should include a financial element that identifies future needs and
resources as well as possible shortfalls in funding.



Relevant: The vision presented by the plan should be reflected in the short-term capital investment and
operational decisions that the State and its metropolitan areas intend to make..

Part Three of this guide provides more specific information on the components of statewide plans and
examples of how some States are conducting their planning in order to broaden its scope and make
it a more participatory process.

STATEWIDE TRANSPORTATION  IMPROVEMENT PROGRAM (STIP)

The STIP is the other principal product of the statewide planning process and is one of its most visible
short-term outcomes.  The STIP is a complete list and description of all FHWA/FTA-funded projects
that are to be advanced by year for the next three-year period.  (While ISTEA requires a three-year
STIP, a STIP that covers a longer period may be submitted to the FHWA/FTA, with the projects
beyond the first three years included for informational purposes only.) Projects contained in the STIP
should be consistent with the statewide plan.  Each State must submit the entire proposed STIP to the
FHWA and FTA for joint approval at least every two years and amendments can be submitted at any
time.

The STIP should include all capital and non-capital projects (i.e., transit operations)  or phases of
project development which are targeted to use FHWA and/or FTA funding.   The STIP also includes
all regionally-significant transportation projects requiring Federal approval or permits even if no
FHWA or FTA funds are to be used in  their construction.  A regionally-significant project is
generally defined as a project on a facility which serves regional transportation needs.  As is the case
in all areas of statewide planning, the public must be provided ample opportunity for involvement in
STIP development.

LINKAGES WITH METROPOLITAN AREA TRANSPORTATION PLANNING

The Transportation Improvement Program (TIP) is the metropolitan area counterpart to the STIP.  In
addition to transportation funding, the TIP also includes a direct linkage to Federal air quality
requirements for “conformity” (See page 14).  The TIP is developed and approved by MPOs and is
included in the STIP, without modification, following approval by the Governor. 

The linkage between the TIP and STIP is an important reason for the State to work proactively with
MPOs in developing the metropolitan area transportation plan and resulting TIP. 

PROJECT SELECTION AND SCHEDULING

The selection of projects for inclusion in the TIP and/or STIP is based upon a cooperative decision-
making process between the State and MPOs in metropolitan areas, and the State and local officials
in non-metropolitan areas.  The STIP can be amended at any time subject to agreements among those
agencies which cooperatively prepared the document.

The implementing agency (usually the State or a transit operator) is responsible for scheduling
projects for implementation once included in the TIP and/or STIP. In metropolitan areas, the agency
must regularly communicate appropriate project status information to the MPO.



 FINANCIAL PLANNING

Financial planning is a key element of successful transportation planning and serves a number of
purposes. 

It requires that decision-makers face financial realities and exercise responsible stewardship over
public assets.  This includes insuring the existing transportation system is maintained and operated
before beginning major new investments.  Further, it ensures that credible plans are adopted which
have considered the funding likely to be available over the period of the plan.  Finally, financial
planning ensures that elected officials are making necessary trade-offs between projects and not
delegating that responsibility to others.

New England Benefits By Developing a Coordinated Strategic
Transportation Planning Vision:

The six New England States, recognizing the global economy’s competitive demands, have
created the New England Transportation Initiative (NETI) to develop a coordinated strategic

transportation planning vision that maximizes the benefits of New Englands’ location.

The project has focused on using transportation policy to maximize New England’s competitive
advantages by enhancing: 1) mobility and access for persons and goods; 2) environmental

quality; and 3) economic vitality.

STIPS MUST BE FINANCIALLY CONSTRAINED

ISTEA requires that the STIP be “financially constrained” by year.  This means that the STIP must
identify the source of funding for proposed projects while ensuring the continued operation and
maintenance of the existing transportation system.  In metropolitan areas, the MPO’s transportation
plan and TIP  both must be financially constrained, so consistency between State and MPO funding
estimates is important.

Further, in metropolitan areas classified by the U.S. Environmental Protection Agency (EPA) as being
air quality “nonattainment” and “maintenance” areas, projects included in the first two years of the TIP
(which are placed in the STIP after the Governor’s approval) are limited to those for which funds are
available or committed.  In the case of proposed funding sources, strategies for ensuring fund
availability must be identified.

To ensure consistency in financial planning, the State should provide each MPO with estimates of
Federal and State funding expected to be available over the period of the TIP and the plan.  These
financial targets are important because the State controls much of the funding available throughout the
State.  The State must, therefore, have a process for estimating expected revenues from all sources of
funds over the STIP’s time frame.



PART THREE:  THE STATEWIDE PLANNING PROCESS

This section of the guide describes four key elements of statewide planning and how their integration
into the planning process contributes to the development of a comprehensive transportation plan.

STATEWIDE PLANNING FACTORS

To guide States in considering the implications of their investments,  ISTEA includes planning factors
that should be considered when developing or updating plans.  The relevance of individual factors
will vary depending on each State’s needs, and States are encouraged to identify and consider other
appropriate factors.

Consideration of planning factors will vary by State and should be adapted to each State’s
needs and priorities.

While each factor can be interpreted differently, it may be helpful to think about these factors in four
general groupings that reflect the major themes of ISTEA: Coordination and Collaboration Among
Stakeholders; Mobility And Access for People and Goods; System Performance and Preservation; and
Environment and Quality of Life. 

Ohio: Stark County Intermodal Facility Ensures Key Role of Freight Movement in State’s
Economy

The Ohio Department of Transportation has constructed an intermodal facility that enables the
loading and unloading of truck trailers and freight containers onto railroad flat cars.  The project

produces about 1,000 manufacturing jobs in the State. The project cost was $35.2 million,
including $24 million in such private investments as adjoining warehousing.  An off-loading fee
of $10 per truckload provides a dedicated revenue stream to repay funds loaned to the project
from the State’s Congestion Mitigation and Air Quality Improvement Program (CMAQ) funds.

The repaid funds will enable the State to establish a revolving fund for future projects.

MANAGEMENT SYSTEMS

ISTEA places a high priority on protecting existing investments through sound system maintenance,
operation, and management.  Improving system performance is also a priority in part because building
new capacity, especially in heavily populated urban areas, is increasingly costly and difficult.

With these objectives in mind, ISTEA requires that management systems focusing on performance
improvement and asset management be created to help guide investment decisions.

Six management systems were originally required, but the National Highway System Designation Act
of 1995 made these systems optional, with the exception of congestion management systems for trans-
portation management areas (urbanized areas over 200,000 population). In those areas, congestion
management systems are still required as part of the metropolitan planning process. 
It is up to each State and MPO to determine how or whether they will continue to utilize the other



management systems in their efforts to ensure system performance.   

Managing the existing transportation system and improving its performance are
cornerstones of ISTEA.

Management systems have two main functions: 1) they provide a way to monitor the condition of
transportation equipment, facilities, and assets; and, 2) they allow us to devise ways to make these
assets work together to efficiently and effectively provide mobility. 

While all components of the transportation system should work in harmony, management systems fall
into in two broad categories--performance management and asset management, each with the
following components:

Performance Management Systems

• Safety
• Congestion
• Intermodal

Asset Management Systems

• Bridge
• Pavement
• Public Transit Equipment &

Facilities

In the past, many States have developed inventories of assets and monitored their conditions for safety
and maintenance purposes. However,  translating the concept of managing for performance into
practical and useful tools is challenging.  Questions such as the following are being asked:

• How do we define performance?
• What constitutes good performance?
• How do we improve performance if we find it is inadequate?
• Can we measure it for different transportation modes?
• Should all modes be measured on the same basis? 
• How do we incorporate the information we gather into the planning process? 
• Will the ability to measure and monitor performance have an impact on investment decisions? 

The change in the requirement for management systems was partly due to the difficulties of meeting
the challenges raised by these questions. 

In spite of this, many States and metropolitan areas have done extensive work developing useful
management systems and performance measures.  Such areas will continue to be supported by the
U.S.DOT and eligibility for Federal funding for these activities will be continued for the foreseeable
future.



 The most important purpose of management systems is to provide a means of targeting issues of
concern to transportation officials, and providing them with information they need. Management
systems also can emphasize the most cost-effective approaches toward improving system operation,
which is vital in an era of limited resources. Because of these benefits management systems will
remain a valuable tool even if not Federally required.

Developing meaningful performance measures to guide decision making is no easy feat.

MAJOR INVESTMENT STUDIES IN METROPOLITAN PLANNING AREAS

FHWA and FTA chose to implement many of the good planning practice tenets of ISTEA in a single
process step, Major Investment Studies (MIS).  MIS,  the prelude to decision-making on the addition
of major investments to transportation plans, have four basic themes:

• Analyze the problem before thinking about potential solutions;
• Specify a range of potential multimodal solutions appropriate to the problem;
• Evaluate potential solutions in terms of a broad array of transportation, economic,

environmental and social criteria; and,
• Include all relevant public and private entities with a stake in the problem’s solutions from the

beginning, including effected citizens.

MIS procedures, including where MIS’s should be conducted, who should be the lead agency, and
their organization should be developed as a cooperative venture of the MPO, the State and the transit
operator in each metropolitan area.

One of the major benefits of the MIS process is that it can streamline the environmental analyses that
are required for project development.  By considering alternative investment strategies early during
the MIS process, with full opportunity given for public input and complete documentation of the
process, subsequent environmental studies do not need to repeat the analysis. 

The MIS process is flexible and should be tailored to the types of investment decisions to be made.
 It should be  collaborative, and, though not required, some States are electing to do an MIS- type
activity in corridors in non-metropolitan areas. 

Finally, the MIS can be viewed as an important means of providing the best planning basis for
decisions to improve mobility and resolve existing or potential transportation problems in key
corridors.

ENVIRONMENTAL CONSIDERATIONS IN STATEWIDE PLANNING

Consideration of environmental consequences is part of a sound planning process.  Environmental
concerns are embodied in several of ISTEA’s statewide-planning factors; environmental impacts are
a significant consideration in a Major Investment Study (MIS); and a specific linkage is required
between transportation and air quality planning.



LINKING TRANSPORTATION AND AIR QUALITY PLANNING

ISTEA requires a direct linkage  between transportation and air quality planning in areas that are
classified by the EPA as being in “nonattainment” for one or more transportation-related air pollutants,
as well as so-called “maintenance areas” which are in a transitional stage between nonattainment and
attainment.

The key transportation-related pollutants for which there are health-based National Ambient Air
Quality Standards (NAAQS) include  ozone, nitrogen dioxide, carbon monoxide, and particulate
matter.

Conformity is meant to ensure that a common set of projects, data and assumptions are used in 
transportation and air quality planning and that transportation plans, programs, and projects in non-
attainment and maintenance areas “conform” to the purpose of EPA’s required air quality State
Implementation Plans (SIPs), which is to eliminate or reduce the severity and number of violations
of the NAAQS. This required affirmative finding is called a conformity determination.

Nonattainment areas have to meet specific requirements in order to demonstrate to EPA that they will
meet the NAAQS by dates specified in the Clean Air Act. The transportation-related planning
requirements are detailed in the transportation “conformity” regulation which was first adopted in
1993 and is currently undergoing a series of amendments.

In areas that are classified as nonattainment or maintenance areas for one or more pollutants,
interagency consultation requirements are prescribed in the SIP and apply to the development of
metropolitan area plans as well as to plans for transportation investments in rural areas.  Consultation
between transportation and air quality agencies is required on issues such as population and
employment growth projections, assumptions used in travel demand modeling, and roles and
responsibilities of the agencies for air quality and transportation planning.

Statewide plans and STIPs cannot include projects for FHWA/FTA funding unless those projects have
met the conformity requirement in the TIP at the MPO level. If the State has nonattainment or
maintenance areas that are outside of the MPO boundaries, then the project sponsor, usually the State,
must make a conformity determination before the projects can be included in the plan or STIP.



Colorado Integrates Management Systems into the Planning Process

Transportation planning in Colorado changed with ISTEA and with the enactment of State legislation
creating the Colorado Department of Transportation (CDOT). The State legislation required that both
mode-specific plans and a multi-modal statewide transportation plan be prepared, and that
Transportation Planning Regions be formed.

CDOT assembled stakeholders to define 15 transportation planning regions and to establish a
process to develop a long-range multi-modal transportation plan.  Regional Planning Commissions
were created which include MPO representatives and local and county officials (in non-MPO
regions). A State Transportation Advisory Committee (STAC) was also created to provide input to
the statewide plan, with one representative from each of the 15 planning regions and each of the
State’s two Indian Nations.

The planning process incorporates both bottom-up and top-down elements: policy planning is
conducted at the State level and project planning is conducted at the local and regional levels. 
Project plans are screened for consistency with the statewide policy to develop a fiscally-
constrained program of projects for each region.  Recommendations and findings of the modal plans
are integrated into the final statewide plan. 

A major focus of Colorado’s transportation strategy is maintenance and enhancement of the existing
system and, therefore, the effective use of management systems as a tool for decision making is a
focal point in Colorado’s transportation planning process.  Colorado has integrated methods for the
following into its planning process: developed performance standards and system/facility
performance tracking; developed modal, maintenance and other investment policies; and created
processes for project identification, prioritization and selection. CDOT is also identifying ways to
minimize data acquisition and maintenance costs for management systems.

CDOT envisions that the conditions assessment and analytic capabilities of the management
systems will provide valuable input to the decision-making process.  In addition, CDOT is seeking
ways to make the management systems available for use by regional, local, and transit agency staffs
to ensure that the quality of decision-making is improved at all levels.



Integration of Environmental Concerns in the Planning Process: Washington State Proposes
Pilot Program To Explore Better Ways to Meet Watershed and Wetland Resource Needs

Washington State DOT (WSDOT) has proposed a program in the Snohomish River Basin that will
redefine its approach to wetland impacts.  The program will develop an integrated, cost-effective
wetlands mitigation plan to address transportation impacts throughout the Snohomish watershed.
 While the proposal focuses on transportation projects and wetlands, other types of environmental
mitigation needs and outside development activities will be integrated into the planning process to
ensure that project recommendations reflect the watershed’s ecological needs.  The project will
pursue the following objectives:

C Identify barriers and opportunities for watershed-related mitigation within the watershed;
C Provide information on future WSDOT projects to aid in leveraging funds to support larger

or more efficient (lower cost/greater environmental good) projects.  Explore opportunities to
utilize these funds to help local interests obtain funding support for projects which
compliment or enhance a WSDOT project;

C Develop methods for greater integration and coordination of environmental permits to
facilitate mitigation projects and to reduce environmental costs;

C Evaluate opportunities for creating “off-site” and “out-of-kind” mitigation options;
C Obtain input from watershed groups and the watershed’s residents in providing increased

mitigation options;
C Incorporate non-regulatory wetland restoration and enhancement proposals into the analysis

of mitigation site selection and prioritization; and
C Evaluate mitigation opportunities, in part, for their ability to maintain, improve, and/or restore

the connectivity of the natural aquatic, wetland, and terrestrial habitats within the landscape.

This will allow WSDOT to mitigate transportation’s impacts in the Snohomish Basin  watershed.
Coordinating mitigation projects for transportation activities with other restoration and enhancement
opportunities will produce greater efficiencies, both in ecological benefits and in reduced
construction costs.



PART FOUR: TRANSPORTATION FINANCING LOOKS TO THE FUTURE

A host of new and innovative financing options are available to States in order to expedite
project delivery and facilitate private sector participation in infrastructure development.

The Nation’s transportation infrastructure is increasingly critical to economic prosperity and
Americans’ overall quality of life.  While ISTEA presents a progressive vision for modernizing trans-
portation planning, it also began to change the way we pay for transportation infrastructure.  That is
important is an age of limited resources in which new ways of financing transportation infrastructure
must be identified to enable States to make the transportation vision presented in their plans a reality.

INNOVATIVE FINANCING TECHNIQUES 

Since ISTEA’s adoption, U.S. DOT efforts have improved the way State and local governments can
finance transportation infrastructure.  These innovative financing efforts have enabled 74
transportation projects in 35 States, with a construction value of over $4 billion, to advance  more
quickly and cost effectively than in the past.  

With the issuance of Executive Order 12893: Principles for Federal Infrastructure Investments,
President Clinton directed each Federal agency with infrastructure responsibilities to seek private
sector participation in infrastructure investment, management, operations, ownership, financing, and
construction.
 
This action, coupled with ISTEA’s challenge to “make use of multiple financing strategies, to bring
the experiences of other public and private finance programs to bear on transportation finance, and
to encourage new partnerships between Federal, State, local, and private investment funding sources,”
prompted the U.S. DOT to embark on an innovative financing initiative known as the Partnership for
Transportation Investment.

The FHWA’s Innovative Financing Test and Evaluation Project (TE-045), has allowed FHWA, FTA,
and FRA to work with individual States to identify strategies to encourage increased investment,
overcome barriers to the financing of infrastructure, and improve the odds of implementation while
decreasing the cost of highway investments. 

The flexibility provided under the program has enabled States to begin more projects, leverage
additional non-Federal dollars, and increase private investment in infrastructure.  Building upon the
successes of this program, the National Highway System Designation Act of 19951 includes provisions
to further expand the flexibilities offered to States to maximize the leveraging potential of Federal
transportation funds.

                                                
1(P.L. 104-99)



NATIONAL HIGHWAY SYSTEM DESIGNATION ACT PROVIDES ADDITIONAL FINANCING
OPTIONS

The National Highway System Designation Act of 1995 places on-line two types of financing tools
that can help States accelerate projects and attract additional sources of funding to transportation
investments.

Cash flow tools include a number of options which have to do with when Federal funds become
available to States.  They also are designed to permit Federal and non-Federal funds to work in a
more complementary fashion than has been the case in the past.
 

Ohio: ISTEA’s Funding Flexibility and State’s New Transportation
Improvement District Enables

Butler County Highway to Proceed

The Butler County Regional Highway, a four-lane 10.3-mile road, will be constructed on an
accelerated schedule due to new Federal funding flexibilities coupled with State legislation that

established a Butler County Transportation Improvement District (TID). The TID provided the
legal and institutional mechanism to issue revenue bonds to finance the project. A number of

features of the financing package are noteworthy: 1)advance construction authority, which allows
States to advance eligible FHWA-funded multi-year projects, allowed the TID to issue revenue

Bonds to finance this project; 2) the interest payment on the Bonds is eligible to be repaid using
Federal funds over 20 years; 3) local funds, including the revenue bonds, are providing one-third

of the $120 million total project cost; and, 4) construction costs will be reduced due to the
decision to have one contractor design and build the project.

Leveraging tools are designed to make more funds available to transportation providers including
States, transit operators, and local governments.  

Cash Flow Tools

• Advance Construction

The U.S. Department of Transportation (U.S. DOT) can now approve an application for advance
construction for reimbursement after the final year of an authorization period, provided the project is
part of the STIP.  This provides greater flexibility for States to advance long lead- time and lengthy
construction projects using their anticipated apportionments, rather than be restricted to projects
which they could complete within an authorization period (typically four to six years). 

Leveraging Tools

• Expanded Access to Capital Markets through Bond and Debt Instruments

States can now be reimbursed with Federal-aid funds for bond principal, interest costs, issuance costs,
and insurance on all FHWA and many FTA projects.  Private-sector capital can be more effectively



attracted to transportation projects when bonds, notes, and the costs of other debt instruments can be
reimbursed with both State and Federal- aid funds. 

• Increased Federal Share for Many Toll Projects

The Federal share for toll projects on highways, tunnels, and bridges is now set at a maximum of 80%
of eligible project costs, versus a share as low as 50 percent previously. 

• Expanding Project Loans to Non-Toll Projects

States can now loan Federal-aid funds to both toll and non-toll projects with dedicated revenue
streams.  This provision will also permit loans at interest rates at or below market rates, as needed,
to make the project feasible.  Also, expanded use of repaid funds is now permitted, allowing such
funds to be used for credit enhancement on similar projects.

California: Private-Public Sector
Partnership Helps to Get Toll Roads Constructed: San Joaquin Hills and

Foothills/Eastern Corridor Projects

Together, the Corridors issued nearly $3 billion revenue bonds for new toll facilities in Orange
County, California.  These are among the first privately-financed toll-roads in  generations, as
they received a Federal line of credit through provisions in the 1994 and 1995 Transportation

appropriations bills to cover perceived risk if actual traffic levels fall short of projected levels.  If
traffic levels do not meet projections and revenue shortfalls occur, the agency can borrow a pre-
determined amount of funds from the Federal government to pay debt service on the bonds and

avoid default.

• More Flexible State Matching Requirements

This important provision allows private funds, materials, or assets (e.g., right-of-way) to be donated
to a specific Federal-aid project and permits the State to apply the value to the State’s required
matching share.  

State Infrastructure Banks:  A Pilot Program

A State Infrastructure Bank (SIB) is an infrastructure investment fund that can be created at the State
or regional (multi-State) level to make loans and provide assistance to surface transportation projects.
SIBs are designed to provide States or regions with a new financing capability to complement other
parts of the U.S. DOT program and other State and local funding sources.   As SIB loans are repaid,
the SIBs funds will be replenished and the SIB can make new loans or loan guarantees to other
transportation projects. Federal oversight is maintained by an annual reporting requirement, and by
requiring an investment grade rating on debt issuance or the maintenance of bond insurance to assure
the funds viability. 

In addition to making loans, SIBs can enhance credit, serve as capital reserves, subsidize interest
rates, ensure letters of credit, finance purchase and lease agreements for transit projects, provide bond



or other debt financing security, and provide other forms of assistance that leverage funds.  Federal
funds contributed to a SIB cannot be used for traditional “grants.”  SIBs will:

• Be created with Federal seed money (also known as capitalization grants);
• Offer a menu of loan and credit enhancement assistance (e.g. lines of credit); and,
• Give States/local partners greater flexibility regarding financial management of projects.

The National Highway System Designation Act of 1995 created a SIB Pilot Program that allows up
to 10 States to test the use of SIBs.

Based on the results of the State Infrastructure Bank Pilot Program, which will be reported to
Congress in 1997, SIBs may factor prominently in the future of transportation financing.  Because SIBs
offer a number of leveraging tools, they hold promise to a number of States, multi-state entities, and
other providers.  Some estimates are that SIBs may leverage Federal funds by a ratio of as much as
4:1.

ADDITIONAL INNOVATIVE FINANCING TOOLS FOR TRANSIT PROJECTS

In addition to the tools described above, there are a host of innovative financing mechanisms that may
be used by transit operators receiving Federal funding.  These techniques are designed to allow transit
operators to enhance the effectiveness of their capital investment programs, and, in some cases, raise
new revenues, through the use of funding flexibilities.

Techniques include both cash-flow and leveraging tools, some of which have been in place for several
years. They include: Joint Development of Transit Assets, State Revolving Loan Funds, Certificates
of Participation, Cross Border Leases, Super Turnkey and Private Financing, Delayed Local Match,
and Toll Revenue Credits. FTA’s Innovative Financing Handbook fully describes the opportunities
that each of the tools provide to transit operators.



Oregon Selected for SIB Pilot Program

Oregon DOT (ODOT) will implement the Nation’s first public-private partnership to use the full
toolbox of innovative finance techniques.  ODOT will integrate the SIB into the State’s Tollways

and Public-Private Partnership Legislation which provides the legislative and administrative
authority to implement the highway portion of the SIB, with a commitment to add a transit

account as soon as practical.

The State plans to dedicate $12 to $18 million to the SIB in the first year through Federal, State,
local, and private funds.  ODOT plans to allow a full range of loans and credit enhancements to

projects including the ability to leverage funds. Examples of projects that may benefit are: the
repair of roads with over $160 million in recent flood damage, and multi-state projects such as

the Columbia River crossings. ODOT plans an active outreach program to educate regional staff,
local government, transit providers and the private sector in the opportunities to enhance

financing capacity, through the SIB program, in partnership with the State.

New Jersey Transit Benefits from Cross-Border Lease Transaction

New Jersey Transit (NJT) reduced the cost of refurbishing its Arrow III commuter rail cars.  In a
“cross-border” transaction facilitated by Asea Brown Boveri (ABB) and its Netherlands banking

subsidiary, NJT sold 233 refurbished railcars to ABB, then leased them back for twelve years or
more.  A combination of debt provided by ABB and equity provided by NJT secured the

transaction.  NJT realized a net benefit from this transaction of $18.4 million.

Cross-border lease transactions involve the sale and leaseback of assets with a foreign lessee. 
The basic form of this transaction is for a transit operator to purchase rolling stock, such as

railcars, then simultaneously sell these to a non-U.S. investor who in turn leases them back to
the transit system.  The foreign lessee generates tax benefits in its country of origin through
investment tax credits and depreciation.  The U.S. transit operator realizes benefits through

reduced lease costs. Since 1990, cross-border lease transactions have generated net benefits for
transit systems of between 1.5 percent and 4.5 percent of total transaction size.



PART FIVE: COMMUNICATION MAKES THE DIFFERENCE

A SAMPLER OF COMMUNICATION TOOLS

As public officials modernize their planning practices and develop statewide plans for the future, they
must find effective ways to communicate both their plans and progress on their implementation.

Many States have completed their first round of transportation planning under ISTEA, and are working
to find effective ways to communicate their progress.  Below are three examples of States’ efforts to
transform their statewide planning efforts into information that is relevant to their constituents today
while demonstrating a vision for the transportation future.  All three examples provide good ways for
elected officials to tell their constituents what they are doing with respect to transportation
improvements and to make clear linkages between their short-term decisions and the long-term
transportation needs of the State.

NEW JERSEY’S TRANSPORTATION BLUEPRINT

The New Jersey Department of Transportation published a blueprint for transportation2 that is based
upon its Long-Term Transportation Plan.  The document presents a clear mission for transportation
agencies in the State:

“Deliver a safe, reliable and affordable transportation system that is considered to be the best-
--every day and in every way---by those who live, work, play and invest in New Jersey.”

The blueprint sets standards that will guide progress over the next two years and places these
standards on flags, symbolizing the State’s commitment to action in each of the eight areas.  Each
standard includes actions that will be taken over the two-year period, and these actions are being
translated into performance measures for the Department of Transportation and other transportation
agencies’ staffs.  Standards include:

C Build one system comprised of many modes.
C Deliver highest quality services.
C Build the Transportation Trust Fund projects.
C Deploy tomorrow’s technology today.
C Do easy things easily, do hard things easier.
C Insist on smart spending or no spending
C Get out of the regulatory rut.
C Listen and learn: public opinion counts. 

The blueprint translates the transportation plan vision into an action plan for the short-term and is
being used by officials to communicate their efforts to improve transportation in the State.

                                                
2New Jersey DOT, Transportation New Jersey, September, 1995.



FLORIDA’S SHORT RANGE COMPONENT OF THE 2020 FLORIDA TRANSPORTATION PLAN

Florida DOT published its short-term Strategic Plan for 1996-2005 and identified four long-range
goals:

C Safe transportation for residents, visitors and commerce;
C Protection of the public’s investment in transportation;
C A statewide interconnected transportation system that enhances Florida’s economic

competitiveness; and,
C Travel choices to ensure mobility, sustain the quality of the environment, preserve community

values, and reduce energy consumption.

For each goal, the plan spells out what the State and its transportation partners want to accomplish,
where they are now, and their priorities for the next 10 years. The document is presented as a key
resource for transportation partners and for the citizens of Florida and encourages public participation
in setting the course for Florida’s future transportation system.

PENNSYLVANIA’S USER’S GUIDE TO TRANSPORTATION PLANNING AND PROGRAMMING

The Pennsylvania Department of Transportation (PennDOT) published an easy-to-read guide to
transportation planning and programming in order to encourage participation in transportation
decisions by new participants in the planning process and all stakeholders in the transportation system.
 It presents a realistic view of the available resources and the demands on the transportation system.
It also explains the critical elements of the planning and programming process and how the public can
get involved.  In response to ISTEA’s emphasis on public involvement, PennDOT adopted a policy
that adheres to the following principles:

C Proactively engage the public.
C Ensure early and continuing involvement.
C Provide complete information.
C Plan for adequate public notice.
C Consider and respond to public input.
C Involve a broad public.

For each principle, specific actions are spelled out and the guide tells readers what communications
mechanisms to look for concerning transportation decisions within the State and discusses other short-
term commitments of PennDOT to involve citizens and stakeholders in transportation decisions.
PennDOT has also established a telephone hotline for comments and suggestions



CONCLUSION

This guide has discussed how good transportation planning can be conducted by States and has
presented a new framework for transportation decision-making as envisioned in ISTEA.

ISTEA provides States the opportunity to update their approaches to planning; to ensure that
transportation investments reflect the economic, environmental, and quality-of-life goals of the States;
and to seek and consider public input and involvement in the decisions public officials make on future
investments. 

The FHWA and FTA encourage State officials to make the most of this opportunity and it is hoped that
the information provided in this guide will assist them in their efforts.  In addition, the FHWA and
FTA will continue to provide the guidance and information State and local officials request in order
to ensure they succeed and are committed to respond to States needs as they carry out their planning
responsibilities. 
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