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OPPORTUNITIES TO IMPROVE ENERGY SECU-
RITY AND THE ENVIRONMENT THROUGH
TRANSPORTATION POLICY

WEDNESDAY, MARCH 24, 2010

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS,
Washington, DC.

The full Committee met, pursuant to notice, at 10:05 a.m. in
room 406, Dirksen Senate Office Building, Hon. Barbara Boxer
(chairman of the full Committee) presiding.

Ué:‘rﬁsent: Senators Boxer, Inhofe, Cardin, Merkley, Carper, and
all.

OPENING STATEMENT OF HON. BARBARA BOXER,
U.S. SENATOR FROM THE STATE OF CALIFORNIA

Senator BOXER. Good morning, everybody.

Senator Inhofe and I welcome our panelists, and we wanted to
share some information. It may be that we have some objections to
our meeting this morning due to unrelated matters that are hap-
pening on the Senate floor. Therefore, I am going to ask our panel-
ists to just stick with the clock and get this done.

And what I am going to do is put my full statement in the
record. I will just summarize it in a couple of minutes if you want
to run the clock.

We are going to examine ways we can use the next Surface
Transportation Bill to improve our Nation’s energy security and the
environment. The witnesses will discuss the ways we can use
transportation policies to promote energy security as well as clean-
er air and water.

We spend $1 billion a day to import foreign oil, and two-thirds
of it is used for transportation. So, if we make our transportation
system more efficient, reduced oil consumption will make our coun-
try less dependent on countries that, frankly, do not like us very
much.

We also know the health impacts. Diesel, for example, the ex-
haust from diesel, contributes to asthma attacks, bronchitis, other
illnesses, heart disease, permanent harm to the lungs of kids, and
causes cancer. And we know there are ways to make the diesel
cleaner.

As a matter of fact I visited a place in Sacramento where there
is this incredible technology that reduces the pollutants that come
out of the diesel by about 80 percent. So there are ways that we
can encourage this kind of technology.
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Two of my main goals for the reauthorization of our bill are to
improve goods movement and to reduce air pollution from transpor-
tation. We have to find ways to reduce harmful emissions while we
speed up the movement of people and goods. And there are several
programs that provide funding for projects that will benefit the
quality of our air.

I will look forward to hearing from today’s witnesses as we work
to develop a transportation bill that will help reduce pollution and
make America more secure.

And I would yield the time to Senator Inhofe.

[The prepared statement of Senator Boxer was not received at
time of print.]

OPENING STATEMENT OF HON. JAMES M. INHOFE,
U.S. SENATOR FROM THE STATE OF OKLAHOMA

Senator INHOFE. Madam Chairman, I will also cut back because
it could be that we will have to leave in about 45 minutes. So, we
will get to the panelists.

Senator BOXER. OK.

Senator INHOFE. I will say this. I always have to say this when
I am at one of these meetings. If we really are serious about want-
ing to be independent from other countries, all we have to do is de-
velop our own resources. As we all know, now, no one questions,
the CRS came out and showed the United States of America is No.
1 in terms of reserves of recoverable resources. So, we are talking
gas, oil and coal.

The main thing I was trying to get across on this is I have intro-
duced a lot of legislation. Back when gas was over $4 a gallon, nat-
ural gas was, the equivalent to a gallon was 98 cents. And that just
made sense.

We know about the obstacles, the bureaucratic obstacles that are
out there. I have introduced the Drive America on Natural Gas Act.
I have been joined by Democrats, Senator Pryor, and one of the
strongest proponents of my position is Dan Boren, a Democrat in
the House. So, we are working on this together.

There are all kinds of reasons, environmental reasons as well as
other reasons, cost reasons. And now that we know what the re-
serves are out there, every time, every week that goes by, in the
shale, in the deposits, all of these things are out there, and we
want to be sure that we are able to do that.

And knock down some of the bureaucratic obstacles in terms of
certification of engines. It is ridiculous to have to recertify some-
thing if the same engine has already been certified but used in a
different vehicle.

We are going to work all together on this and try to make this
a reality, Madam Chairman.

And I will put the rest of my statement in the record.

[The prepared statement of Senator Inhofe follows:]

STATEMENT OF HON. JAMES M. INHOFE,
U.S. SENATOR FROM THE STATE OF OKLAHOMA

Thank you, Madam Chairman, for holding this hearing, and thank you to all the
witnesses for joining us this morning. The purpose of today’s hearing is to explore
some of the policy recommendations that benefit the environment while making us



3

less dependent on foreign oil. One innovative way to achieve that goal is through
greater use of natural gas powered vehicles.

In 2008, when gasoline prices were above $4 per gallon, I was the first in Con-
gress to introduce a comprehensive bill to promote the use of natural gas as a real-
istic alternative for the many Americans who were looking for price relief. The bill
I introduced was called the “Drive America on Natural Gas Act.” Today, I'm encour-
aged to see that several members on Capitol Hill have introduced similar bills pro-
moting the use of both natural gas and propane as a transportation fuel. Last sum-
mer I joined with Senator Pryor to once again introduce a comprehensive bill to pro-
mote these fuels for America’s drivers. In October Senator Wicker and I introduced
legislation to simplify the EPA emissions certification process for aftermarket fuel
conversion systems. I'm glad to report that Senator Landrieu is now a cosponsor of
that bill.

The bipartisan support for both natural gas and natural gas vehicles speaks to
its potential to strengthen energy security and serve as a viable alternative to gaso-
line powered vehicles. But to achieve these goals we must take advantage of our
abundant, domestic supply of natural gas for use as a transportation fuel.

There is no question about the supply of natural gas—we have plenty of it, and
we can develop it. Last year the Potential Gas Committee released its latest assess-
ment showing that America possesses 2,047 trillion cubic feet of natural gas—an in-
crease of more than 35 percent just since the Committee’s 2006 estimate. At today’s
rate of use this is enough natural gas to meet American demand for nearly 90 years.
Just this January the Department of Energy released new statistics showing that
the United States had eclipsed Russia as the world’s largest producer of natural gas.

The advent of horizontal drilling is fueling an economic boom. A recent study from
the Pennsylvania College of Technology estimates that drilling for natural gas in the
Marcellus Shale alone will create 98,000 Pennsylvania jobs and inject more than
$14 billion into Pennsylvania’s economy in 2010. Multiply these numbers across sev-
eral emerging natural gas plays nationwide, and the potential economic impact
equates to millions of jobs and trillions of dollars.

We have the natural gas supply and proven NGV technology, which has existed
for decades. Therefore its promise as a mainstream transportation fuel is achievable
today—not 15 or 20 years from now.

As we work across the aisle to promote the development and use of our abundant
natural gas supply, members on both sides of this Committee are also working to-
gether to pass a reauthorization of the Nation’s transportation bill. I won’t get into
the details of the reauthorization debate, but I want to make clear that we need
to avoid weighing down the bill with environmental regulation. For example if mem-
bers favor reducing greenhouse gas emissions or establishing stormwater regula-
tions for the transportation sector then they should do so in the context of climate
legislation or the Clean Water Act.

While we all share the important value of environmental protection it should be
a value considered on par with the energy, economic, safety, mobility and other ben-
efits of proposed transportation projects. In short we need to devise ways to balance
our transportation needs with our environmental goals.

Thank you, Madam Chairman. I look forward to discussing these issues with our
witnesses.

Senator BOXER. Thank you so much. Senator, would you agree
that we should keep our question time to 3 minutes instead of 5?

Senator INHOFE. Sure. I think particularly on the first panel be-
cause they may shut us down——

Senator BOXER. Yes, I know.

Senator INHOFE. And we want to get to the second panel.

Senator BOXER. I know.

So, with that, and speeding along, we are honored to welcome
our first two panelists, Hon. John Porcari, Deputy Secretary of
Transportation, United States Department of Transportation. He
will be followed by Hon. Regina McCarthy, Assistant Adminis-
trator, Office of Air and Radiation, U.S. EPA.

So, why don’t you start? And we give you 5 minutes.
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STATEMENT OF HON. JOHN D. PORCARI, DEPUTY SECRETARY
OF TRANSPORTATION, U.S. DEPARTMENT OF TRANSPOR-
TATION

Mr. PORCARI. Chairman Boxer, Ranking Member Inhofe, thank
you for the opportunity to testify today. This is an important topic,
and protecting our Nation from the risks associated with our reli-
ance on foreign oil and the destabilizing effects of a changing cli-
mate is one of the President’s highest priorities.

We have to commit ourselves to an economic future in which the
strength of our economy is not tied to the unpredictability of oil
markets. We need to improve the energy and environmental per-
formance of the transportation sector so that we can continue to
provide mobility for the public and for the economy.

Today I would like to highlight some of the innovative transpor-
tation and energy programs of the Obama administration that we
are pursuing with the support of Congress. These initiatives ad-
dress the energy transportation nexus on all fronts—better vehi-
cles, clean fuels and transforming our infrastructure.

One of the President’s earliest actions on taking office was to di-
rect the Environmental Protection Agency and our National High-
way Traffic Safety Administration to develop a joint fuel economy
and tailpipe greenhouse gas emissions standard for cars and light
trucks, covering the model years 2012 through 2016. In September
of last year the two agencies issued a joint Notice of Proposed Rule-
making. NHTSA issued an Environmental Impact Statement in
February of this year, and we expect to issue a final rule in the
near future.

Our colleagues, meanwhile, at the Department of Energy are ad-
ministering $7.5 billion of loans under the Advanced Technology
Vehicle Manufacturing Improvement Program. This helps make
possible the commercial deployment of U.S. built electric and plug-
in hybrid vehicles, which will set the stage for a transformation of
the light duty vehicle sector.

In clean fuels my colleague, EPA Assistant Administrator
McCarthy, will tell you about EPA’s new final rule for the revised
Renewable Fuel Standard issued on February 3rd. This new rule
lays the groundwork for vastly expanding the output of low carbon
renewable fuels such as cellulosic, ethanol and biodiesel.

Our main focus at the Department of Transportation lies in
transforming our transportation infrastructure. Large scale trans-
portation infrastructure investments inevitably require a Govern-
ment role. We believe that these initiatives will change the face of
the U.S. transportation system. I would like to highlight six key
DOT initiatives undertaken with the support of Congress and espe-
cially this Committee. And we thank you for that support.

First, high speed rail. On January 28th the President announced
$8 billion in Recovery Act grants to States across the country to de-
velop America’s first nationwide program of high speed intercity
passenger rail service. These Recovery Act dollars are a historic in-
vestment in our transportation infrastructure. They will create jobs
and transform travel in America.

Second, transit grants. The Federal Transit Administration has
used Recovery Act funding to award $8.6 billion in grants for more
than 965 transit projects across the country. These Recovery Act
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funds have supported the purchase of nearly 11,000 buses, vans
and rail vehicles, and also supported the construction or renovation
of more than 850 transit facilities across the country.

Third, our TIGER Program, Transportation Investment Gener-
ating Economic Recovery. On February 17 Secretary LaHood an-
nounced $1.5 billion in awards for 51 projects across the country,
including improvements to roads, bridges, rail, ports, transit and
intermodal facilities. The TIGER grants include activities that are
difficult to fund under our existing programs, and many of the
grants will help alleviate some of our key freight, rail and goods
movement bottlenecks.

Fourth, livable communities. DOT is partnering with the Depart-
ment of Housing and Urban Development and EPA to better inte-
grate regional housing, transportation and land use planning and
investment. We are helping redefine affordability to reflect the ris-
ing transportation costs, harmonize the HUD and DOT programs
so they work in concert, and undertake a joint research data collec-
tion and outreach program.

Sustainable development that is transit oriented and friendly to
pedestrians and bicyclists will help foster economically competitive,
healthy, opportunity rich communities throughout the country and
will also have a positive impact on fuel consumption and green-
house gas emissions.

Fifth, managing demand peaks. Transportation demand fluc-
tuates by time of day and by season, as you well know. Network
congestion adds hidden—and sometimes not so hidden—costs for
travelers, infrastructure providers, and the environment. The costs
include wasted time, additional greenhouse gas emissions, urban
air pollutants, excess fuel consumption and infrastructure costs.
We are working with our State and local partners to create better
choices for travelers including bicycle and pedestrian options and
transit innovation such as bus rapid transit.

And then sixth and finally, NextGen. We have a trans-
formational opportunity with the Federal Aviation Administration
in our Next Generation Air Transportation System. NextGen, as
you know, is a comprehensive multi-year overhaul of the national
airspace system that will improve performance, enhance safety,
and reduce aviation fuel usage and greenhouse emissions through
hmlproved and more direct routing and reduced congestion and

elay.

These are some of the many transportation infrastructure related
activities that we are pursuing. In the long run transformational
initiatives such as the ones I have described here today will have
a powerful, positive effect on our society by creating more attrac-
tive, economically competitive communities and enhancing the
overall performance of our system.

Thank you, and I look forward to answering your questions.

[The prepared statement of Mr. Porcari follows:]
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STATEMENT OF
THE HONORABLE JOHN D. PORCARI
DEPUTY SECRETARY OF TRANSPORTATION

BEFORE THE

COMMITTEE ON ENVIRONMENT
AND PUBLIC WORKS
U.S. SENATE

Opportunities to Improve Energy Security and the Environment through Transportation Policy

MARCH 24, 2010

Chairman Boxer, Ranking Minority Member Inhofe, and Members of the Committee:

1 want to thank you for giving me the opportunity to testify today on the opportunities to improve
energy security and the environment through transportation policy. Protecting our Nation from
the serious risks associated with our reliance on foreign oil and the destabilizing effects of a
changing climate is one of the President’s highest priorities. Our reliance on oil poses a threat to
our economic security. Over the last few decades, we have watched our economy rise and fall
along with the price of a barrel of oil. We must commit ourselves to an economic future in which
the strength of our economy is not tied to the unpredictability of oil markets.

As the President has said:

“So we have a choice to make. We can remain one of the world's leading importers
of foreign oil, or we can make the investments that would allow us to become the
world's leading exporter of renewable energy. We can let climate change continue
to go unchecked, or we can help stop it. We can let the jobs of tomorrow be created
abroad, or we can create those jobs right here in America and lay the foundation for
lasting prosperity.”

Transportation systems are on the front lines in the struggle to make our Nation’s economy more
sustainable. According to the Energy Information Administration, transportation accounts for 71
percent of U.S. petroleum consumption, and about 28 percent of U.S. greenhouse gas emissions.
Petroleum, in turn, accounts for 98 percent of the sector’s energy consumption.

The transportation sector is essential to the U.S. economy. The value of final demand for
transportation services {including vehicles) in 2007 was $1.5 trillion, more than 10 percent of the
Gross Domestic Product (GDP), with commercial “for hire” transportation exceeding $400
billion.

We need to improve the energy and environmental performance of the transportation sector, so
that it can continue to provide mobility for the public and the economy. If we implement
measures that are economically attractive, then we can simultancously improve the
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environmental and economic performance of the transportation sector and the broader economy,
while creating the basis for American leadership in high performance industries of the future.

There are three broad areas where we can improve the performance of the transportation sector:

e Efficient Vehicles;
o New Fuels; and
» Transforming Infrastructure.

Today, I would like to highlight for you just a sampling of the many innovative initiatives that
the Administration and DOT are pursuing with the support of Congress.

Efficient Vehicles. One of the President’s earliest actions on taking office was to direct the
Environmental Protection Agency (EPA) and the National Highway Traffic Safety
Administration (NHTSA) to develop a joint fuel economy/tailpipe greenhouse gas emissions
standard for cars and light trucks covering model years 2012-2016. In September 2009, the two
agencies issued a joint Notice of Proposed Rulemaking. NHTSA issued an Environmental
Impact Statement in February, and we expect to issue a final rule in the near future. We
anticipate that the joint National Program, if adopted, will save 1.8 billion barrels of petroleum
and reduce carbon dioxide emissions by a cumulative 950 million metric tons over the life of the
regulated vehicles.

The Department of Energy (DOE) has been charged with administering $7.5 billion of loans
under the Advanced Technology Vehicle Manufacturing Improvement Program, authorized by
the Energy Independence and Security Act of 2007 (EISA). DOE has been using these funds to
invest in a range of advanced vehicle manufacturing and battery facilities. This is helping make
possible the commercial deployment of a range of US-built electric and plug-in hybrid vehicles
built by multiple current and new entrant manufacturers, that sets the stage for a transformation
of the light duty vehicle sector. DOE also continues their research and development program for
advanced vehicle and truck technologies.

The Federal Aviation Administration (FAA) is supporting research and development of
environmentally sound engine, aircraft and fuel technologies through the Continuous Lower
Energy Emissions and Noise (CLEEN) program.

Even in the absence of current Federal programs, transportation operators and equipment
vendors are recognizing the economic impact of higher oil prices. We are seeing more fuel
efficient locomotives, hybrid tugboats, and improved heavy duty diesel engines. In the aviation
sector, Boeing has finally resolved many of the development issues with the advanced
technology Boeing 787. Boeing says that this aircraft will use 20 percent less fuel per flight than
comparable existing aircraft. The prototype made its first flight in December, and there are now
four aircraft in flight test. Boeing expects to begin delivering this advanced aircraft to airlines in
the fourth quarter of 2010.

New Fuels. Our colleagues at the EPA released the final rule for the revised Renewable Fuel
Standard on February 3, which laid the groundwork to significantly expand output of low carbon
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renewable fuels such as cellulosic biofuel and biodiesel. By 2022, production of renewable fuels
is set to increase to 36 billion gallons, with 16 billion gallons coming from low-carbon cellulosic
biofuels.

In addition, the Department of Defense (DOD) and the FAA are carrying forward research and
development work on alternative and renewable fuels in the aviation sector. The DOD is
working through requests to procure approved alternative jet fuels; while FAA is sponsoring a
joint industry-Government partnership, the Commercial Aviation Alternative Fuels Initiative,
facilitating new alternative fuel standards at ASTM and supporting alternative fuel testing.

The Federal Transit Administration (FTA) is testing and deploying alternative fuel and hybrid
transit buses through its Clean Fuel Grant Program, and Research and Innovative Technology
Administration (RITA) is pursuing research on a range of new fuel approaches through our
University Transportation Centers. DOT has also been adding alternative fuel vehicles to the
fleet of vehicles we use to conduct business. Within DOT’s own facilities and vehicle
operations, we are putting sustainable concepts into practice. For example, we are in the process
of making greenhouse gas reduction commitments, adding new alternative technologies and fuels
to our fleet, pursuing renewable energy projects, and new sustainable designs for our facilities.

It is likely that the Department's most important contribution to new fuels is developing safety
codes and standards for new vehicles and new fuel transportation systems. An effective safety
regime is critical to public acceptance of new transportation technologies and systems. In
cooperation with the DOE and other agencies, our operating Administrations are researching
how Federal Motor Vehicle Safety Standards might better accommodate hydrogen and electric
vehicles. We are also examining the safety and operating issues raised by ethanol and hydrogen
pipelines.

Transforming Infrastructure. Our main focus at the DOT lies in transforming our
transportation infrastructure. Transportation infrastructure development inevitably has a
substantial Government role. DOT’s biggest job over the past year has been undertaking our
responsibilities under the American Recovery and Reinvestment Act (Recovery Act), including
deploying $26.6 billion made available to the States for highway projects, $1.3 billion for
aviation-related improvements, and $98 million for small shipyards. 1 would like to highlight
several particularly transformative infrastructure investments: some funded under the Recovery
Act, some using existing funding:

e High-Speed Rail. On 28 January, the President announced $8 billion in grants to States
across the country to develop America’s first nationwide program of high-speed intercity
passenger rail service. Funded by the Recovery Act, these dollars represent an historic
investment in the country’s transportation infrastructure, which will help create jobs and
transform travel in America. In addition to high speed rail, the Federal Railroad
Administration was allocated $1.3 billion for capital grants to Amtrak.

¢ Transit Grants. The FTA has used Recovery Act funding to award $8.6 billion in grants
for more than 965 transit projects across the country.  Included within this amount was
funding for $100 million for the competitive Transit Investments in Greenhouse Gas and
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Energy Reduction {TIGGER) program, awarded on October 14, 2009 to 43 projects. So
far, Recovery Act funds have supported the purchase of nearly 11,000 buscs, vans, and
rail vehicles, the construction or renovation of more than 850 transit facilities, and the
performance of more than $620 million in preventive maintenance, which has helped to
save transit service and jobs, and enhance service reliability.

Transportation Investment Generating Economic Recovery (TIGER) grants. On
February 17, Secretary LaHood announced $1.5 billion in Recovery Act grants for 51
transportation projeets including improvements to roads, bridges, rail, ports, transit and
intermodal facilities. TIGER grants include activities that are difficult to fund under
existing transportation programs, such as multi-state and multi-modal projects, and
alleviating some key freight rail bottlenecks.

Livable Communities. DOT is partnering with the Department of Housing and Urban
Development (HUD) and EPA in an interagency task force to enhance integrated regional
housing, transportation, and land use planning and investment; redefine affordability to
reflect rising transportation costs; develop livability measures; harmonize HUD and DOT
programs, and to undertake joint research, data collection and outreach. As part of this
initiative, HUD will be funding Sustainable Communities Planning Grants for
communities to improve regional planning cfforts that integrate housing and
transportation decisions. EPA has created a new Office of Sustainable Communities that
will, among other activities, help States use Clean Water Funding to support efforts to
make their communities more sustainable.

DOT has proposed to create a counterpart office within the Office of the Secretary. Our
Office of Livable Communitics will lead DOT’s efforts throughout the Department and
with HUD and EPA. We propose, within our FY2011 budget request, that the Office
would coordinate the distribution of $200 million for capacity enhancement at state and
local transportation agencies. Through this support, state and local agencies could be
better equipped with the tools, data and training necded to understand how transportation,
housing, cconomic development and other infrastructure investments impact one another.

Planning and capacity enhancement grants to State and Local governments may, at first
glance, appear to involve small sums of money, but they leverage far larger sums of
private and public transportation and real estate investment over periods of many years,
Because transit-oriented development requires private investment spurred by the
cooperation of multiple Governmental bodies, we cannot depend on markets alone to
create these communities. Sustainable development that is transit ~oriented and friendly
to pedestrians and bicyclists will help foster cconomically competitive, healthy,
opportunity-rich communities, while reducing petroleum consumption, increasing energy
security, and reducing emissions of greenhouse gases and other pollutants.

Managing Demand Peaks. Transportation demand fluctuates by time of day and by
season, as anyone who has driven a morning commute can testify.  Network congestion
adds hidden and not-so-hidden costs for both travelers, infrastructure providers, and the
environment. Costs include wasted time, additional greenhouse gas and urban air
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pollutant emissions, excess fuel consumption, excess infrastructure costs. The brute force
approach to congestion is simply to add capacity: put in another lane. Sometimes, that is
what is necessary. Often, though, we can be smarter. At DOT, we are working with
State and Local Governments to create better choices for travelers, including bicycle and
pedestrian options, transit innovations such as dedicated-lane bus rapid transit. We can
apply advanced technology to vehicles and roadways. We can use market forces where
appropriate. And, we encourage employers and employees to participate in livability-
enhancing initiatives such as telecommuting, ride-sharing, and flexi-place.

o NextGen. Equally transformational is the FAA’s Next Generation Air Transportation
System (NextGen). NextGen is a comprehensive multi-year overhaul of the national
airspace system to improve performance, enhance safety, and reduce aviation fuel use
and greenhouse gas emissions via improved routing and reduced congestion and delay.

» Marine Highway. DOT is investing $59 million in the new America’s Marine Highway
Program this spring. This program will seek, wherever possible, to move freight on the
Marine Highway — to save fuel, reduce green house gases, and build system capacity. A
comparison of long haul freight movement concluded that inland towing can move a ton
of freight more than three and a half times further than trucking on the same gallon of
fuel.

These are just a few of the many transportation infrastructure-related activities the
Administration is pursuing. In the long run, transformational initiatives such as those I have
described here today will have a powerful long run effect on our society by creating more
attractive, economically competitive communities, increasing the overall performance of the U.S.
economy, improving the functioning of the transportation system, and fostering the industries of
the future while steadily reducing transportation’s energy and environmental impacts.

Thank you and I look forward to answering your questions.
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Senator BOXER. Thank you very much.
Regina McCarthy, Assistant Administrator, Office of Air and Ra-
diation. Welcome.

STATEMENT OF HON. REGINA A. MCCARTHY, ASSISTANT AD-
MINISTRATOR, OFFICE OF AIR AND RADIATION, U.S. ENVI-
RONMENTAL PROTECTION AGENCY

Ms. McCARTHY. Thank you very much.

Chairman Boxer, Ranking Member Inhofe, members of the Com-
mittee, I want to thank you for the invitation to testify today on
opportunities to improve energy security and the environment
through transportation policy. I am pleased to be on the panel with
Deputy Secretary Porcari.

Today the U.S. transportation system accounts for about 57 per-
cent of all nitrogen oxide emissions and 34 percent of volatile or-
ganic compound emissions, the two major ozone forming pollutants.
The transportation sector also accounts for 16 percent of the total
emissions of fine particulate matter.

More than 126 million Americans, nearly half of the population
of the United States, live in areas where air quality does not meet
our national health based standards. In addition all transportation
sources contribute about 28 percent of the total U.S. greenhouse
gas emissions.

While stringent vehicle emission regulations have significantly
reduced emissions from traditional criteria air pollutants, from
1990 to 2007 transportation greenhouse gas emissions rose by 29
percent, due in large part to increased demand for travel and the
stagnation of fuel efficiency across the U.S. vehicle fleet.

This Administration has committed to moving forward on trans-
portation policies that can address both energy security and the en-
vironment. In May 2009 President Obama set in motion a new na-
tional program that would dramatically reduce greenhouse gas
emissions and improve fuel economy for new cars and light trucks
sold in the United States.

In September 2009 EPA and DOT announced the proposal for
this new national program, and we are soon to be finalizing that
proposal. Under the proposed program the average greenhouse gas
emission standard in 2016 would be set at 250 grams per mile,
which is equivalent to 35.5 miles per gallon if manufacturers meet
the standard entirely through fuel economy improvements.

The environmental and security benefits from the national pro-
gram will be significant. Together the proposed EPA and DOT
standards would cut greenhouse gases by an estimated 950 million
metric tons and about 1.8 billion barrels of oil over the lifetime of
the vehicles sold under this program. Because of the increased fuel
efficiency of these vehicles we estimate that the average American
family that purchases a 2016 new car will save $3,000 in fuel costs
over that vehicle’s lifetime, even after taking into account the in-
creased up front vehicle costs.

We expect to establish the final standards, as I said, no later
than April 1st.

In February of this year EPA will also establish new require-
ments for the Renewable Fuel Standard, which is an important
step for the environment, U.S. energy policy, and the economy. The
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Energy Independence and Security Act of 2007 mandates our
transportation fuel include 36 billion gallons of renewable fuel by
2022. We estimate that in 2022 the program should displace about
7 percent of our annual gasoline and diesel consumption with re-
newable fuels produced primarily right here in the United States.

While renewable fuels and more efficient vehicles and engines
are crucial to reducing transportation emissions, we also have to
take steps to cut emissions from the millions of vehicles currently
navigating America’s highways, railways and waterways.

In the past 2 years alone EPA’s National Clean Diesel Campaign
has awarded more than $350 million to help reduce exposure to
harmful diesel exhaust. Through EPA’s SmartWay Transportation
Program we have joined with 2,600 partners to reduce fuel con-
sumption in the freight sector. The SmartWay Transport Program
has been able to assist the freight industry in adopting cost effec-
tive technologies and practices that can significantly reduce green-
house gas emissions and save money for truck owners and opera-
tors.

In July 2009 President Obama said, “For too long Federal policy
has actually encouraged sprawl and congestion and pollution rath-
er than quality public transportation and smart, sustainable devel-
opment.” EPA has been working over the past year with DOT and
HUD in this partnership that is advancing communities’ ability to
make smart development decisions.

I would like to acknowledge Secretary LaHood and Deputy Sec-
retary Porcari for their leadership, along with Secretary Donovan
and Administrator Jackson, on this effort. Their strong voices for
better coordination of land use, housing transportation investments
and air quality planning represents a bold new vision for the trans-
portation system in this country and the relationship between our
agencies.

And let me wrap up by saying that at the request of Senator
Kerry we have developed some data that is now on the Web and
that I believe the Committee has, that looks at how we can reduce
greenhouse gases through new technologies and efficiency improve-
ments in the transportation sector.

I am happy to walk through that data analysis and answer any
questions.

Thank you very much.

[The prepared statement of Ms. McCarthy follows:]
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Chairman Boxer, Ranking Member Inhofe, and Members of the Committee, thank you for the
opportunity to testify today on opportunities to improve energy security and the environment through
transportation policy. 1 am pleased to offer this testimony together with Deputy Secretary Porcari from
the Department of Transportation. Qur two agencies have developed a strong partnership and we look
forward working together to align our transportation, climate and air quality goals.

Today, transportation accounts for about 28% of all U.S. greenhouse gas emissions, and 57% of nitrogen
oxide and 34% of volatile organic compound emissions, the major ozone forming pollutants. More than
126 million Americans—anearly half the population of the United States— live in areas where the air
quality does not meet our national standards.

While stringent vehicle emission regulations have significantly reduced the emissions of traditional
criteria air pollutants, from 1990 to 2007, transportation greenhouse gas emissions rose by 29 percent
due, in large part, to increased demand for travel and the stagnation of fuel efficiency across the U.S.
vehicle fleet. The number of vehicle miles traveled by light duty motor vehicles (passenger cars and
light-duty trucks) increased 40 percent from 1990 to 2007. These numbers are indicative of the
challenges we face in moving toward a low-carbon transportation sector.

This Administration is committed to moving forward on transportation policies that can address both
energy security and the environment. In May 2009, President Obama set in motion a new National
Program that would dramatically reduce greenhouse gas emissions and improve fuel economy for new
cars and light trucks sold in the United States. In September 2009, EPA and the DOT announced the
proposal for this National Program, which reflects unprecedented collaboration and consensus between
the federal government, states, and private industry. This proposal would establish for the first time
uniform federal standards to regulate both fuel economy and greenhouse gas emissions for these cars and
light trucks.

The environmental and energy security benefits from the National Program will be significant. Together,
the proposed EPA and DOT standards would cut carbon dioxide emissions by an estimated 950 million
metric tons and about 1.8 billion barrels of oil over the lifetime of the vehicles sold under the program
(model years 2012-2016). We have been reviewing public comments on our joint proposal and expect to
establish final standards by April Ist.

Progress can also be made to reduce greenhouse gas emissions from heavy duty trucks and buses and
nonroad vehicles and engines. In addition to a petition regarding emissions from highway vehicles, EPA
has received, and is currently evaluating, seven petitions from states and environmental organizations
requesting that the Agency use existing Clean Air Act authorities to set GHG standards for locomotives,
marine vessels, aircraft, and other nonroad engines. Together, heavy duty trucks and buses and nonroad
sources comprise 42 percent of all transportation greenhouse gas emissions in the United States. We
expect significant growth in this sector in the coming years.

In February of this year, EPA also established new requirements for the Renewable Fuel Standard, which
is an important step for the environment, for energy policy, and the U.S. economy. The Energy
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Independence and Security Act of 2007 mandates our transportation fuel include 36 billion gallons of
renewable fuel by 2022. This volume includes a substantial increase in the volume of advanced cellulosic
biofuels, which will reach 16 billion gallons by 2022. Based on the agency's final analysis we estimate
that in 2022, the program should displace about 7 percent of our annual gasoline and diesel consumption,
reduce our dependence on oil by 328 million barrels annually, and avoid greenhouse gas emissions
equivalent to removing 27 million cars from the road. In addition, we estimate that it will increase
farmers’ income by $13 billion annually by 2022.

While lower carbon fuels and more efficient vehicles and engines are crucial to reducing transportation
emissions, we must also address emissions from the fleet of vehicles and engines already navigating
America’s highways, railways, and waterways.

In the past two years, EPA’s National Clean Diesel Campaign has awarded close to $350 million to help
reduce exposure to harmful diesel exhaust. EPA estimates that for every $1 spent on clean diesel
projects, up to $13 of public health benefits accrue. Reduction in emissions from highway construction
equipment has been one of the program’s priorities.

Through EPA’s SmartWay Transport program, we have joined with 2,600 partners to reduce fuel
consumption in the freight sector. The SmartWay Transport program has been able to assist the freight
industry in adopting cost-effective technologies and practices that can significantly reduce GHG
emissions and save money. Our innovative SmartWay Finance grants have provided lower cost loans and
leases to help truck owners--especially smaller trucking firms and owner-operators--purchase cleaner and
more fuel efficient vehicles and technologies.

Providing incentives to reduce the number of miles we drive should also be part of the solution. A recent
report, titted Moving Cooler, which EPA, DOT and others helped to support, provides new evidence that
travel efficiency strategies like public transit, Smart Growth, congestion pricing, carpools and intermodal
freight can reduce emissions in 2050, according to the report’s “Low Cost Scenario,” by 15 percent to 18
percent below projected levels.

This Committee outlined in the Clean Energy Jobs and American Power Act an approach to promote
these travel efficiency strategies, assess the impact of transportation infrastructure investments, and
encourage the development of integrated transportation and land-use plans, standardized models and
state and MPO transportation greenhouse gas reduction targets.

In July of 2009, President Obama said, “For too long, federal policy has actually encouraged sprawl and
congestion and pollution, rather than quality public transportation and smart, sustainable development.”
EPA has been working over the past year with DOT and HUD in a partnership focused on providing our
communities the tools they need to make these smart development decisions. The Partnership for
Sustainable Communities announced on June 16th by Secretaries LaHood and Donovan, and
Administrator Jackson is designed to fully coordinate our actions to overcome the significant challenges
we face together. Through this partnership, we have been working with stakeholders to identify barriers
within our agencies that limit state and local efforts to build more sustainable neighborhoods and regions.

I would like to acknowledge Secretary LaHood and Deputy Secretary Porcari for their leadership on this
effort. Their strong voice for better coordination of land-use, transportation investments and air quality
planning represents a bold new vision for the transportation system in this country and the relationships
between our agencies. We look forward to continuing our work with DOT and HUD and to sharing
EPA’s experience in transportation and air quality planning in our work together to make sure that
investments by any one of our agencies will meet our shared goals.
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In response to a request from Senator Kerry, EPA recently released an analysis of the potential
greenhouse gas emissions and oil savings across the transportation sector through 2030. T want to
emphasize that this was not part of a regulatory plan, but was rather a broad scoping exercise based on
the application of known technologies, operational improvements, and travel efficiency measures in all
key transportation subsectors, identified and analyzed by EPA experts. For example, in the light-duty
sector, we assumed that the annual rate of improvement in greenhouse gas emissions and fuel economy
from 2017 to 2030 would be equal to or slightly greater than the rate that will be required by the
Administration’s National Program discussed above. One way to achieve these levels would be for new
technologies such as plug-in hybrid electric vehicles and other types of electric vehicles to account for
one-third to one-half of all new personal vehicles in 2030, and for conventional hybrid vehicles to
account for the majority of the remaining new vehicles sales in 2030. We also assumed that the fuel
economy of new freight trucks could increase by 60 percent by 2030. We looked at travel efficiency
strategies for passenger transportation analyzed in the Moving Cooler report, such as public transit, smart
growth and carpools. Improvements were also identified for aviation, marine, rail, and nonroad engines
and equipment.

Our technical experts projected that, by 2030, greenhouse gas emissions from the transportation sector
could be reduced by 600 to 1000 million metric tons annually, which would be the equivalent of taking
120 to 200 million cars off the road. The projected oil savings are 4 to 7 million barrels per day,
representing one-third to over one-half of our current oil imports. These greenhouse gas emissions and
oil savings represent a 25 to 40 percent reduction in the transportation sector relative to the Energy
Information Administration’s 2009 Annual Energy Outlook baseline.

1t is important to note what this scoping exercise in response to Senator Kerry’s request did not do—it
did not account for changes in emissions or oil consumption in transportation fuel production or
distribution (such as upstream greenhouse gas emissions from power plants used to power electric
vehicles), it did not assess the costs or other impacts of these measures, nor did it address the policy
drivers that might be necessary to promote these changes. This analysis makes no distinction between
different policy drivers nor does it reflect a regulatory plan or budget proposal. We make no assessment
of the relative merits, costs, or impacts of various approaches.

In closing, | believe that Congress and the Administration have a tremendous opportunity and
responsibility to move forward on polices in the transportation sector that can improve our environment,
reduce dependence on oil, and create long-term economic prosperity for our nation. T am encouraged that
this Committee is dedicated to keeping transportation a part of the solution, both in the context of
pending climate and energy legislation, as well as the upcoming transportation bill reauthorization. EPA
looks forward to working with DOT and this Committee. 1 would be pleased to answer any questions
that you may have.
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Environment and Public Works Committee Hearing
March 24, 2010
Follow-Up Questions for Written Submission
Questions for Gina McCarthy

Senator Barbara Boxer

1. In your testimony you mentioned that more than 126 million Americans (nearly half of the
population) live in areas where air quality does not meet our national standards. What do you
believe would be the most effective approach at the Federal level to address the transportation
sector's contribution and to reduce that number and improve air quality nationwide?

Improving air quality is a top priority at EPA. To address air pollution from the transportation
sector, we are implementing a suite of vehicle, engine, and fuel standards to dramatically cut NOy
and PM emissions from new vehicles and engines — including cars, trucks, buses, nonroad
equipment, and locomotive and marine engines. To complement regulations for new vehicles and
engines, the National Clean Diesel Campaign is helping to address harmful diesel exhaust from the
legacy fleet. The program has awarded close to $350 million for upgrades to engines, vehicles and
vessels across the country. The upgrades from the $49.2 million of grants in FY08 alone are
estimated to reduce particulate matter by 2200 tons, NOy by 46,000 tons and CO, by 465,000 tons
and will result in an estimated $580 million to $1.4 billion in public health benefits. We anticipate
significant additional benefits from the $294 million of clean diesel project grants that we awarded
last year with American Recovery and Reinvestment Act funding.

Providing cost-effective options that enable us to reduce the number of miles we drive should also
be part of the solution. This could include more transit and better coordination of land-use,
transportation investments and air quality planning. We also need to promote standardized
transportation, land-use and air quality models and data to better assess the impact of transportation
infrastructure investments and strategies. The EPA-HUD-DOT Partnership for Sustainable
Communities is also helping to improve air quality by providing communities the tools and targeted
resources they need to make smarter development decisions.

2. Can you specifically describe some of the technologies, operational improvements, and
travel efficiency efforts that EPA's technical experts project could reduce greenhouse gas
emissions from the transportation sector?

The analysis we conducted in response to Senator Kerry's request reflects widespread deployment
of known technologies and strategies for all of the key transportation subsectors — including light-
duty, heavy-duty, aviation, marine, rail, and off-highway engines and vehicles — that our experts
considered to be feasible in the 2015-2030 timeframe. This analysis does not consider the policy or
market choices that would be needed to generate certain GHG outcomes, which is a valuable but
complex analysis. Instead, it focuses more narrowly on the GHG reductions that could be derived
directly from the transportation sector if effective drivers were in place. We make no assessment of



17

the relative merits, costs, or impacts of various approaches. This analysis is available on our
1
website.

Examples of technologies that we included in the analysis:

» Light-duty: advanced gasoline vehicles (e.g. downsized engines with turbochargers, better
aerodynamics and tires), conventional hybrids, plug-in hybrids, electric vehicles.

® Heavy-duty: aerodynamics, low rolling resistance tires, advanced engines, hybrids.

= Aviation: geared turbofans, compressor optimization at low speed, lighter weight materials,
laminar flow technology, and blended wing body.

» Rail: engine efficiency improvements, electric hybrid powertrains, improved bearings and
brakes.

* Marine: engine system optimization for existing ships, improved hull design, propeller
design optimization.

Examples of the travel efficiency strategies and operational improvements we included in the
analysis:
» Light-duty: eco-driving, carpools, smart growth, and transit.
Heavy-duty: idle reduction and improved driver performance.
Aviation: improved ground operations and air traffic management.
Rail: double-stacking and GPS-assisted dispatch optimization.
Marine: voyage optimization and weather routing, speed reduction.

3. You mentioned the SmartWay Transport program and how you've used it to reduce fuel
consumption in the freight sector. Can you describe this program and how it is being used to
help truck drivers purchase cleaner and more fuel efficient vehicles and technologies? Do you
think a similar approach can be used for buses?

The SmartWay program provides information, tools and incentives to freight carriers and their
customers to help them track, assess, and reduce emissions from goods movement. SmartWay
helps truck drivers identify cleaner and more fuel efficient vehicles and technologies by testing,
verifying, and promoting technologies that demonstrate a measurable improvement in
environmental performance. The SmartWay Finance Program uses Diesel Emission Reduction Act
funding to support innovative loan and other incentive programs to help trucking companies (often
small fleets or individual operators) purchase or lease cleaner, more efficient vehicles and
technologies. SmartWay recognition for improved environmental performance allows shippers to
identify and choose top-performing freight providers, providing an additional incentive for trucking
operators to adopt greener technologies. We are continuing to explore opportunities to save fuel
and reduce emissions through application of SmartWay-verified technologies beyond trucks.

Senator Thomas R. Carper

1. Transportation is the second largest emitter of greenhouse gases in this country, accounting
for nearly one-third of emissions. The EPA says that we can reduce transportation emissions
by 26 - 40 % in 2030 if we adopt a comprehensive set of policies. I believe that an essential

! www.epa.gov/otag/climate/GHGtransportation-analysis03-18-2010.pdf
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component of that strategy must be to allow Americans to spend less time in traffic and have
increased mobility options. In order to reduce oil consumption and protect the environment,
how should climate and transportation policy address mobility?

Policies that support the development of alternatives to driving can help reduce greenhouse gases
and oil consumption, as well as protect Americans from increases in gas prices. One way to
advance the implementation of mass transit, smart growth, and other travel efficiency measures is
for states and local governments to encourage greenhouse gas reductions as part of the
transportation planning process. The Committee laid out in Sections 112 and 113 of the Clean
Energy Jobs and American Power Act one approach to promote these travel efficiency strategies,
assess the impact of transportation infrastructure investments, and encourage the development of
integrated transportation and land-use plans, standardized models and state and MPO transportation
greenhouse gas reduction targets.

Senator Benjamin L. Cardin

1. Americans spend far too much time stuck in traffic. Wasting time in traffic impacts our
economic productivity, the time we spend with family, and is a tremendous waste of energy
resources and source of C02 emissions.

Will developing transit-oriented transportation systems achieve significant fuel/energy
savings?

We believe that smart growth and mass transit can play an important role in helping to save fuel and
reduce greenhouse gas emissions from the transportation sector. A recent report, titled Moving
Cooler, which EPA, DOT and others helped to support, provides new evidence that travel efficiency
strategies like public transit, Smart Growth, congestion pricing, and carpools can reduce emissions in
2050, according to the report’s “Low Cost Scenario,” by 15 percent to 18 percent below projected
levels.

In 2007, EPA published a study titled, Measuring the Air Quality and Transportation Impacts of
Infill Deve[opmentz, which included three case studies that evaluated transit-oriented development
and other smart growth development strategies. For example, this study showed that increased use
of smart growth strategies in Denver could reduce congestion by six percent and emissions by four
percent. In Charlotte, the study found that a new light rail project would reduce emissions on its
own, but with significant transit-oriented development around its stations, ridership would increase
by 6,000 trips per day and the emissions reduction benefits would be ten times larger.

2. Last Summer Energy Secretary Steven Chu and EPA Administrator Lisa Jackson both
testified before this committee that incorporating more transit systems into our transportation
infrastructure would achieve remarkable reductions in greenhouse gas emissions from the
transportation sector.

Do you agree that increase accessibility and availability of transit in communities both large
and small would achieve significant fuel savings and C02 emissions reductions?

2U.5. EPA. Measuring the Air Quality and Transportation Impacts of Infill Development. EPA 231-R-07-001.
November 2007
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What level of investment in transportation alternatives, like transit, multi-modal
transportation systems, and smart growth designs, would you recommend we make to achieve
adequate fuel consumption reductions?

We agree that increasing accessibility and availability of transit could achieve significant fuel and
greenhouse gas savings, as discussed in the response above. Significant new funding would be
crucial to support state and local planning and implementation of travel efficiency strategies that
could achieve the levels of greenhouse gas and fuel savings outlined in the Moving Cooler report.
We expect that states and local governments would consider costs and benefits to determine the
appropriate level of investment in transportation alternatives.

Senator James M. Inhofe

1. One of my biggest concerns with the Administration’s Livability Initiative is that, to date, it
is an amorphous concept that every Administration official has defined differently. What do
the terms "livability" and "livable communities" mean to you?

Livable communities are where transportation, housing and commercial development investments
have been coordinated such that people have access to adequate, affordable and environmentally
sustainable travel options. The specific attributes that define livability in any individual community
are shaped by the values of its citizens and unique local conditions. However, it is possible to
identify broad principles to define basic aspects of livable communities. When Administrator
Jackson, Secretary Dononvan and Secretary LaHood appeared before the Senate Banking
Committee last July, they presented a set of Livability Principles defining the HUD-DOT-EPA
Partnership for Sustainable Communities. These principles provide a basic definition of livable
communities:

= Provide more transportation choices. Develop safe, reliable, and economical
transportation choices to decrease household transportation costs, reduce our nation’s
dependence on foreign oil, improve air quality, reduce greenhouse gas emissions, and
promote public health.

=  Promote equitable, affordable housing. Expand location- and energy-efficient housing
choices for people of all ages, incomes, races, and ethnicities to increase mobility and lower
the combined cost of housing and transportation.

=  Enhance economic competitiveness. Improve economic competitiveness through reliable
and timely access to employment centers, educational opportunities, services and other basic
needs by workers, as well as expanded business access to markets.

»  Support existing communities. Target federal funding toward existing communities—
through strategies like transit oriented, mixed-use development, and land recycling—to
increase community revitalization and the efficiency of public works investments and
safeguard rural landscapes.

* (Coordinate and leverage federal policies and investment. Align federal policies and
funding to remove barriers to collaboration, leverage funding, and increase the
accountability and effectiveness of ali levels of government to plan for future growth,
including making smart energy choices such as locally generated renewable energy.

* Value communities and neighborhoods. Enhance the unique characteristics of all
communities by investing in healthy, safe, and walkable neighborhoods—rural, urban, or
suburban.
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2. You testified that the Moving Cooler report shows that greenhouse gas emissions can he
reduced by 15 to 18 percent by 2050 by using the report’s "Low Cost Scenario.'" Which of the
included activities in the referenced scenario does the Administration support? Please answer
yes or no to each of the following:
a, in all metropolitan areas with a population of at least 50,000, tax all free private
parking lots with more than 50 spaces (retail and employer);
h. in all metropolitan areas with a population of at least 50,000, tax residential on-
street parking at least $400 biannually with other costs for delivery and service vehicles
and visitors;
¢. implement congestion pricing on urban roads, congested rural freeways and
arterials, with average peak hour per mile price of $0.65 on congested segments;
d. toll all intercity (rural) Interstates at a minimum of $0.05 per mile;
e. require enacting a growth boundary on all areas of more than 50,000 people;
f. require that at least 90 percent of new development be only multifamily homes or on
lots of 1/8th an acre;
g. provide Metropolitan Planning Organizations with the authority to disapprove local
land use plans and ordinances if not consistent with regional plan, enforced through
withholding of funding for transportation projects;
h. require that existing streets within one-half mile of transit stations, scheols, and
business districts be audited for pedestrian accessibility and retrofitted with carb
ramps, sidewalks, crosswalks, and traffic calming measures;
i. require all new commercial buildings of more than 100,000 square feet to provide
showers, lockers, and covered/protected bicycle parking;
J. require all new multi-unit residential buildings to have indoor bicycle parking;
k. implement a bicycle network consisting of a combination of bicycle lanes, bicycle
boulevards, and shared-use paths provided at one-quarter-mile spacing, implemented
in areas with population density of more than 2,000 persons per square mile;
1. locate "bike stations" providing services including parking, rentals, repair, changing
facilities, and information at all major activity centers and transit hubs as well as in the
central business district for all metropolitan areas with a population of at least 50,000;
m. lower transit fares by 50 percent;
n. in all metropolitan areas with a population of at least 50,000, provide subsidy or
public procurement sufficient to ensure continuous presence of one or more public,
private, or nonprofit car-sharing organizations per market;
0. in all metropolitan areas with a population of at least 50,000, provide free or
subsidized lease usage of convenient public street parking for car-sharing vehicles;
p. in all metropolitan areas with a population of at least 50,000, have a goal of one car
per 1,000 inhabitants of medium-density and per 500 inhabitants of high-density
census tracts;
q. in urban areas, require all government agencies to require four-day work weeks;
r. in all metropolitan areas with a population of at least 50,000, tax all commercial
parking spaces $5 per space per weekday, with employers required to pass along the
cost to employees;
s. use proceeds from r to provide free transit passes for employees;
t. in all metropolitan areas with a population of at least 50,000, implement a parking
freeze on new parking supply, capping the absolute number of commuter spaces in
central business districts and regional employment and retail centers;
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u. in all areas of the country, lower the national speed limit to 55 mph and provide
significantly increased enforcement, including speed cameras;

v. implement eco-driving training and vehicle maintenance programs, reaching 50
percent of the population and 20 percent net adoption;

w. implement specific electronic roadway monitoring activities;

x. implement specific incident management activities;

y. implement specific traveler information activities;

z. allow indivisible load permits for trucks carrying shipping containers at gross
vehicle weights up to 110,000 pounds for distances up to 250 miles;

aa. allow divisible load permits for B-Train longer combination vehicles carrying
natural resources on designation non-IS truck routes at weights up to 129,000 pounds
and up to 138,000 pounds for eight-axle B-Trains;

bb. install Mainline Weigh-in-motion at all truck weigh stations and use to allow all
vehicles with transponders to bypass static scales;

cc. expand the PrePass and NORP ASS electronic credentialing systems so that they
cover all 49 mainland states and both systems are recognized at all weigh stations and
inspection sites, with an equivalent system in Hawaii;

dd. require the installation of battery-operated heating and/or cooling systems in all
sleeper cabs;

ee. in metropolitan areas with a population of at least 1,000,000 and some metropolitan
areas with a population of at least 400,000, establish

consolidation centers on the periphery of the urbanized area, with time-of day
restrictions on most deliveries to the central business district, as well as a

permitting system to consolidate shipments to nearby destinations.

As part of the scoping exercise we conducted in response to Senator Kerry’s request, we used the
“low cost” bundle of travel efficiency strategies from the Moving Cooler report to develop an
illustrative estimate of emissions reductions that could be technically feasible in the light-duty
sector by 2030. As we explain in the response to Senator Kerry’s request, “The reductions presented
in this analysis represent those that could be brought about by a mix of existing authority as well as
new legislative authority and funding. This analysis makes no distinction between these pathways
nor does it reflect a regulatory plan or budget proposal.” Furthermore, we explain in our response,
“This analysis does not consider the policy or market choices that would be needed to generate
certain GHG outcomes, which is a valuable but complex analysis. Instead, it focuses more narrowly
on the GHG reductions that could be derived directly from the transportation sector if effective
drivers were in place. We make no assessment of the relative merits, costs, or impacts of various
approaches.” States and local governments are in the best position to evaluate the type of travel
efficiency measures that would be most appropriate to reduce greenhouse gas emissions while
providing access to jobs, education, health care, and other goods and services. We recognize that
some communities may prefer not to implement certain strategies included in the Moving Cooler
report. Furthermore, our inclusion of certain strategies in our illustrative analysis should not be
seen as an indication of Agency support or agreement with any specific strategy.

3. As you may know, I am very supportive of the Diesel Emissions Reduction Act

(DERA), but I also take grants oversight very seriously. Unfortunately, I heard some very
troubling anecdotes about the application process for DERA grants under the stimulus bill.
Most of the concerns had to do with the web-based Diesel Emissions Quantifier (DEQ) that
applicants use to calculate the emissions reductions that would result from their proposed
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projects. Specifically, applicants reported having great difficulty getting the DEQ to work,
even when trying to use it late at night, early in the morning or on weekends as suggested by
EPA. Some applicants who were able to use it, then realized that the information calculated
for them was incorrect. In one instance, the DEQ reported that a proposed project would
reduce a fleet's emissions by more than 100 percent. While that result may be easy enough to
catch as a faulty answer, other incorrect results may seem reasonable, especially to grant
applicants who may not be experts at diesel technologies.

a. What specific steps have you taken or do you plan to take to ensure that potential
applicants do not experience the same DEQ capacity problems in the future?

The Diesel Emissions Quantifier (DEQ) is a tool to estimate emissions from any given set of
parameters in a clean diesel project. EPA developed the DEQ for its clean diesel stakeholder
community to utilize when estimating potential emission reductions from diesel retrofit projects.
EPA works hard to assure that it is as accurate and as user-friendly as possible. Attimes EPA
receives comments, suggestions and/or complaints about the way the DEQ is functioning. EPA
always takes these comments and complaints seriously and strives to make sure that the DEQ is
functioning properly.

During the Recovery Act grant competitions, EPA received complaints that users were not able to
access the DEQ. The Agency quickly realized that the problem was a limit on the number of same-
time users. EPA worked to expand the capacity for the number of same-time users at the web
server from approximately 50 to over 500, which alleviated the problem. This action occurred well
within the time period in which applicants could submit their grant applications. In addition, as
always, grant applicants were allowed to use other methodologies for calculating emissions
reduction estimates as long as these alternatives were explained in their grant applications. Some
applicants chose to use other calculators or methods, such as EPA’s MOBILE6 or NMIM tools.

b. What specific steps have you taken or do you plan to take to ensure that the DEQ does not
provide grant applicants with incorrect information in the future?

At times, users report problems with the DEQ’s calculations. When a problem regarding the DEQ’s
inoperability is brought to EPA’s attention, EPA must determine if the issue is with the tool or with
the user not being able to interpret the data. The majority of the time the issue of concemn is the
latter. In these cases, EPA explains the results to the user,

In rare cases where there is an actual problem with the calculations, EPA works quickly to identify
the source of the issue and updates/corrects the appropriate coding within the DEQ. Specifically,
the computer code associated with that problem is reviewed and appropriate changes are made, if
warranted, and then the new code is applied.

In addition, to streamline EPA’s approach in evaluating any future problem areas, an extensive
review of the functionality of the existing code and database was performed to ensure there were no
extraneous lines of code or data hindering the operations of the DEQ.

¢. Once EPA was made aware of these problems, what actions did the agency take to make
potential applicants aware of the fact that they might need to rerun information through the
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DEQ, including reentering fleet information, to ensure accurate results? If no such actions
were taken, why not?

In response to the problem of users having trouble due to limited capacity, EPA advised users on its
DEQ home web page to potentially utilize the tool during non-peak hours. In addition, we
continually updated the DEQ User Guide as we made changes to the tool. We also recorded and
posted a tutorial on how to use the DEQ on EPA’s web site. Finally, EPA made an announcement
about the DEQ through its email listserv, highlighting the expanded capacity for same-time users.

d. In light of these known problems, what specific steps did you take or do you intend to take
when reviewing submitted applications to ensure that the information being used to compare
applications is accurate, a fundamental requirement for a fair competition?

It is important to note that the emission reductions are considered estimates during the grant
application phase. These figures are only one of a number of criteria evaluated prior to award of
any grant. Specifically, during the Recovery Act competitions, EPA allotted four points out of 100
to these diesel emissions reduction estimates. When reviewing applications, if EPA deemed the
data to be reasonable based on past project experience, the applicants received all points. Should an
applicant submit data that appears to be inconsistent with the project, EPA will still consider the
application for award.

4. Ms. McCarthy, you talked in your testimony about the benefits of the One National
Program for fuel economy and greenhouse gas standards. I agree with you on the need to
reduce dependence on foreign oil and promoting automotive innovation, technology and
alternative fuels. However, as you know, I have problems with EPA's role in this and in
particular the endangennent finding, which triggers costly and disruptive backdoor
greenhouse gas regulations on stationary sources. At the hearing, I asked if you agreed with
the National Highway Traffic Safety Administration's (NHTSA) view that overturning or
disapproving the endangerment finding "does not directly impact"” NHTSA's statutory
authority to set fuel economy standards under the Energy Policy and Conservation Act, as
amended by the Energy Independence and Security Act of 2007. You instead referred to a
letter by Secretary LaHood. Do you agree with the NHTSA Chief Counsel that, as a strictly
legal matter, the Murkowski Resolution does not directly impact NHTSA's independent
statutory authority to set fuel economy standards, yes or no? Please explain.

As NHTSA'’s Chief Counsel {O. Kevin Vincent) stated in the February 19, 2010 letter to a staff
member in Senator Feinstein’s office (Matthew Nelson):

As a strictly legal matter, the Murkowski Resolution does not directly impact NHTSAs
independent statutory authority to set fuel economy standards under the Energy Policy and
Conservation Act (EPCA), as amended by the Energy Independence and Security Act of
2007 (EISA). However, passage of the Murkowski Amendment would have profoundly
adverse effects on the national economy, national environmental and energy security
objectives, and the economically distressed automobile manufacturing industry. While
NHTSA’s promulgation of independent, stand alone CAFE standards would make important
contributions, its standards could not avoid those adverse effects.
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President Obama’s National Fuel Efficiency Plan, announced in May 2009, involves the
adoption of harmonized and consistent national greenhouse gas emissions (GHG) standards
by the United States Environmental Protection Agency (EPA) and CAFE standards by
NHTSA. The plan garnered the unprecedented support of a diverse group of stakeholders
(i.e. states, environmental groups, automobile manufacturers and labor unions) which had
been at odds for years. It did so by replacing a patchwork of state and federal rules
governing fuel economy and GHG emissions that were inadequate, uncertain, potentially
conflicting, and in a constant state of flux. The Nation Plan also was crafted to resolve
contentious and longstanding litigation and to deliver numerous additional benefits to
consumers and the nation as a whole. These include:

o Delivering substantial fuel savings to consumers (e.g. over $3,000 worth of fuel
over the life of a 2016 regulated vehicle);

» Implementing one clear and consistent set of standards that an economically
distressed industry could satisfy by building a single national fleet, instead of the pre-
existing patchwork of standards that would have required companies to build separate fleets
for different states;

® Reducing GHG emissions by 950 million metric tons over the life of the regulated
vehicles; and

@ Saving an estimated 1.8 billion barrels of petroleum over the life of the regulated
vehicles.

If NHTSA were forced to proceed on its own, many of these benefits would substantially
erode. Moreover, given EPA’s grant of the California waiver request in 2009, California
and the States that adopted the California standards could move forward to enforce standards
that are inconsistent with the Federal standards, thus creating confusion, encouraging
renewed litigation, and driving up the cost of compliance to automobile manufacturers and
consumers alike. (The benefits of adopting the National Plan are set out in greater detail in
the USEPA and DOT Notice of Upcoming Joint Rulemaking to Establish Vehicle GHG
Emissions and CAFE Standards, 74 Fed. Reg. 24007 (May 22, 2009) and in the Agencies’
Proposed Rulemaking to Establish Light-Duty Vehicle Greenhouse Gas Emission Standards
and Corporate Average Fuel Economy Standards, 74 Fed. Reg. 49454 (Sept. 28, 2009)).

5. It was recently reported that California officials may be forced to rescind regulatory
changes adopted Feb. 25 that harmonize the state's vehicle greenhouse gas (GHG) emission
standards with the landmark One National Program if the rules fail to address lingering
concerns that the national plan will not achieve the same emission reductions as the original
state rules.

a) Do the commitment letters that enshrine this deal require that the federal standards be of
equivalent stringency" to the state's?

b) Besides the commitment letters, is there any legal basis for this deal?

On April 1, 2010 EPA issued the final rule setting greenhouse gas standards for light-duty vehicles
and trucks, starting with model year 2012. Sections LD. and HI.A. of the final rule discuss in detail
the legal basis for EPA’s rulemaking. Your question refers to reports that California officials might

9
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be forced to rescind the regulatory changes adopted by the California Air Resources Board on
February 25, 2010. Those reports were unfounded, as California approved, on April 1, 2010, the
final regulations that allow manufacturers to elect to demonstrate compliance with California
greenhouse gas emissions standards by demonstrating compliance with the greenhouse gas program
adopted by EPA.

6. When does the waiver Lisa Jackson granted under Section 209 of the Clean Air Act expire?
Is it indefinite? So after 2017, is it true that California would be free to impose whatever GHG
tailpipe standards they wish to impose, regardless of whether they are in sync with the DOT
rules or the EPA rules? I have read reports that they are currently looking to set standards
through model year 2050. Is that true?

EPA’s waiver of Clean Air Act preemption, granted to California on June 30, 2009, does not expire.
EPA’s waiver of preemption for California to enforce its greenhouse gas emission standards for
motor vehicles begins with the 2009 model year and California’s standards feature increases in
stringency through the 2016 model year. Under EPA’s waiver, California is authorized to enforce
the 2016 model year levels in 2016 and subsequent model years. However, if California moves to
increase the stringency of its standards (e.g., to increase stringency after the 2016 model year), they
will need to request a new waiver from EPA and EPA will, again, apply the criteria set forth in
section 209.

The California Air Resources Board (CARB) has recently adopted amendments to its motor vehicle
greenhouse gas regulations, including a provision which allows manufacturers to demonstrate
compliance with its program by meeting the recently finalized federal EPA-DOT program starting
with the 2012 model year through the 2016 model year.

We are aware that CARB recently held a workshop to examine motor vehicle greenhouse gas
emission standards past the 2016 model year levels.
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Senator BOXER. Thank you very much.

I want to start with you, Administrator McCarthy. It is only
going to be 3 minutes. Did you say that over, because of the new
fuel efficiency standard, that we would see a saving of $3,000? Is
that what you said?

Ms. McCARTHY. I said an individual consumer would actually
achieve a $3,000 savings over the lifetime of the vehicle that they
purchased in 2016 as a result of the increased fuel efficiency.

Senator BOXER. I think that is really an important point here. 1
mean, it is the same kind of thing when you look at retrofitting
buildings and making them energy efficient. It has a really good
payoff even if there is a little bit of an up front cost. So, thank you
for that.

I would like to ask you, Mr. Porcari, about TIGER grants be-
cause people at home really think they are very good, and they
have gotten funded through the Recovery Act, and they were able
to fund multimodal and multi-State transportation projects that
are difficult for us to fund through existing transportation pro-
grams.

Do you think there is a way to make our highway, our renewal
of our SAFETEA-LU, which we call MAP-21, do you think that
program could work better for those types of projects? What would
we have to do in order to write a section that dealt with those?

Mr. PORCARI. It is an excellent question, Madam Chair. I think
the TIGER grants point the way to the future in intermodal trans-
portation. As you know there was tremendous demand around the
country, over 1,400 applications. The single largest category that
was funded was freight rail capacity projects, which have a number
of environmental benefits, including reduced fuel consumption, but
also take some of the goods movement off the highway network and
move it through more efficient modes.

So, in our goods movement hierarchy where we want to keep
goods moving on water as long as possible and then on rail as long
as possible, and truck it for the last miles, it is a big step forward.
The TIGER grant process really, I think, shows the way for doing
that intermodally in the future.

Senator BOXER. And you think that you can help us write some
kind of a title that would be in the new bill? I am interested in
that. I do not know if my colleagues agree, but I would like to have
your technical help on that.

Mr. PorcARrI. We would be very interested in working with you
on that.

Senator BOXER. Thank you.

Senator Inhofe.

Senator INHOFE. Thank you, Madam Chairman.

First of all, I think this an area where we all agree. I know the
Chairman and I do, and I think also from information that we have
gotten from Secretary LaHood that he does, and that is, they were
talking about in this proposed bill that we still have not seen and
which may never surface, the Kerry-Graham-Lieberman bill, they
talk about the linked fee, and what they are talking about is in-
creased gas tax.

We have had conversations among ourselves up here, and of
course hearings with Secretary LaHood, and the statement that he



27

had made was, with these hard economic times, President Obama
and the Administration do not believe that raising the gas tax is
good for Americans who are out of work and can least afford the
gasoline tax raise.

We will stand by that. I would ask if you agree with it. That is
still the statement and the position of the President?

Mr. PORCARI. That is still the position. And I would add, Senator,
that as we are in the beginning stages of a recovery it is as impor-
tant as ever to make sure that recovery is accelerated in every way
possible.

Senator INHOFE. That is good.

Ms. McCarthy, there has been a lot of discussion on Senator
Murkowski’s bill to overturn the EPA’s Endangerment Finding.
They say it would dismantle the auto deal with California, the auto
companies and the EPA and NHTSA. I contend that it would not.

In fact the General Counsel of NHTSA wrote a letter to Senator
Feinstein that said it would not. He wrote that “in a strict legal
sense the Murkowski resolution does not directly impact NHTSA’s
independent authority to set fuel economy standards under the En-
ergy Policy and Conservation Act as amended by the Energy Inde-
pendence and Security Act of 2007.”

So, let me first ask you, do you agree with NHTSA’s view on the
effects of the Murkowski resolution?

Ms. MCcCCARTHY. Senator, my understanding is that the
Endangerment Finding is clearly an underpinning—and a nec-
essary underpinning—of EPA’s greenhouse gas standards that they
are setting in the light duty vehicle role. Because we are doing that
in joint role with NHTSA it is important that the Endangerment
Finding stay intact or else we will have no ability to issue that rule
by the end of March and it will not be able to address

Senator INHOFE. Yes, but the question is do you agree with his
statement?

Ms. McCaARrTHY. The only statement that I am aware of is I have
read a letter from the Secretary, Secretary LaHood, addressing this
issue where I think he was very clear in stating that the joint rule
would not be able to move forward if the Endangerment Finding
were overturned.

Senator INHOFE. Well, but they are talking about the Murkowski
resolution, that it does not directly impact NHTSA’s independent
authority to set fuel standards. That is the question. You might
want to give me that answer for the record because that is the
thing that I am asking.

Ms. McCARTHY. Yes, that would be fine.

Senator INHOFE. Yes, that is fine. Thank you, Madam Chairman.

Senator BOXER. Thank you.

What I would like to do, because I know Senator Cardin has a
panelist, I would like to bring the next panel up and then turn to
you, Senator. I will give you my time there to make a combination
introduction opening statement. Is that all right with you?

Senator CARDIN. That is fine. Thanks.

Senator BOXER. So, thank you both very much. And then we
would have our next panel come forward. Again, the reason we are
rushing this a little bit more than usual is because we are fearful
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that we may have to shut down because of some unrelated matters
on the Senate floor.

Mr. Larry Greene, Executive Director, Air Pollution Control Offi-
cer, from the Sacramento Metropolitan Air Quality Management
District. I certainly welcome you, Mr. Greene. Mr. Deron Lovaas,
Federal Transportation Policy Director, Natural Resources Defense
Council. We welcome you. Then Mr. Doug Siglin, Federal Affairs
Director of the Chesapeake Bay Foundation. I am sure we will hear
from Senator Cardin in a moment on that. And I want to make
sure, is it Kolodziej?

Mr. KOoLODZIEJ. Yes, it is.

Senator BOXER. Oh. That is good. Mr. Richard Kolodziej, Presi-
dent of NGVAmerica. And what does that stand for, NGV?

Mr. KoLoDzIEJ. It stands for Natural Gas Vehicles for America.
We are the national trade association.

Senator BOXER. Very good. Wonderful.

OK, we will start first by hearing from Senator Cardin, actually,
and then we are going to go to the panel.

OPENING STATEMENT OF HON. BENJAMIN L. CARDIN,
U.S. SENATOR FROM THE STATE OF MARYLAND

Senator CARDIN. Madam Chair, let me just welcome Doug Siglin
here from, as you pointed out, the Federal Affairs Director for the
Chesapeake Foundation. He is a Marylander who has done an in-
credible service to our State.

The Chesapeake Bay Foundation is a non-profit organization
that for 42 years has sought to improve the great estate of the
Chesapeake Bay. And this Committee has heard me frequently talk
about the Chesapeake Bay, so I will not go into more details.

Let me just compliment the Chairman for the subject of the day
dealing with transportation as it relates to our environment and
security. We need an energy policy in this country. Transportation
can play a key role.

Madam Chair, I just really want to underscore the environ-
mental point for one moment. You all know the greenhouse gas
emissions, that 30 percent comes from transportation. We know we
can do a better job. In this region of the Nation, where you have
the second most congested area where people are wasting their
time and wasting energy stuck in traffic, it really speaks in vol-
umes as to what we need to do in improving our transportation in-
frastructure to make it more efficient, use less greenhouse
emitters, and have a better lifestyle for the people of our Nation.

But I want to use my remaining 1 minute to really stress the
stormwater runoff issue. We now have impervious surfaces in
America that exceed the area of the State of Ohio if you put it all
together. Stormwater runoff is the single largest source of pollut-
ants going into our streams, our rivers, our bays and our oceans.
Everything from contaminated heavy metals, sediments, road salts
and deicing, brake dust and garbage you had listed, and it is hav-
ing a tremendous impact on our ability to clean up our water bod-
ies in this Nation.

We, as a Committee, spoke volumes when we said that when the
Federal Government constructs new buildings, we need to have a
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storm runoff game plan to minimize the disruption from the new
construction. We need to have the same in transportation.

There is no reason why we cannot build our way in more envi-
ronmentally friendly ways as it relates to storm runoff. Otherwise
all we are doing is building ways in which water increases its vol-
ume and increases its detrimental effect on our environment.

Let me give you one number. For every inch of rain, for every
mile of two-lane highway, it is 52,000 gallons of polluted
stormwater runoff. Multiply that times the number of inches of
rain and the number of miles, we can do much better.

Thank you for having this hearing.

[The prepared statement of Senator Cardin follows:]

STATEMENT OF HON. BENJAMIN L. CARDIN,
U.S. SENATOR FROM THE STATE OF MARYLAND

Madam Chairman, thank you for holding this hearing. In this Congress this Com-
mittee has often touched on the significant impact the transportation sector has on
the Nation’s energy consumption. This is an issue that must remain at the forefront
of our work in designing a new transportation bill.

The next transportation bill must work to create new job opportunities for Amer-
ica, advance new transportation infrastructure projects that significantly reduce our
fossil fuel consumption and reduce our carbon emissions.

I am also pleased that the scope of this hearing goes beyond the transportation
sector’s impact on energy consumption and climate change but also looks at the
other environmental impacts of roads. I am particularly concerned with the tremen-
dous impact polluted highway stormwater has on water quality.

Two weeks ago I talked about spring’s arrival being emblematic of the start of
construction season. Spring is also one of the wettest times of year, and with every
spring rain a myriad of pollutants washes off our roads and into our precious lakes,
rivers, streams, bays and coastal waters.

Stormwater is the Nation’s largest source of water pollution. While rain itself con-
tains air pollution particulates that are deposited in every drop most stormwater
pollution is picked up on the surface and carried off as runoff. Stormwater washes
a myriad of contaminants from the millions of miles of roads into storm drains that
discharge into nearby waters, typically without being treated.

Contaminants like:

e oil

e heavy metals

e sediments

e road salts and other de-icing chemicals

e brake dust, and

e garbage
are all harmful pollutants found on road surfaces.

When rain falls on these hard, impervious surfaces it often has nowhere to go but
down the channels created by curbs and retaining walls, into storm drains and into
the nearest natural water body. According to research compiled by the National
Oceanic and Atmospheric Administration’s (NOAA’s) National Geophysical Data
Center, the U.S. is covered by more than 112,600 square kilometers of impervious
surfaces. That is a space larger than the State of Ohio.

According to calculations based on USGS and DOT figures just a half an inch of
rain falling on a mile-long stretch of a two-lane highway generates 52,660 gallons
of polluted stormwater runoff. According to NOAA last year 43.5 inches of rain fell
on Baltimore, Oklahoma City experienced 36 inches rain, Cleveland 38 inches, and
San Francisco 22 inches inch of rain.

Impervious surfaces in the Chesapeake Bay watershed and in the State of Mary-
land are a major contributor to the Chesapeake Bay’s impairments. Maryland is
taking a comprehensive approach to address stormwater by incorporating highways
into its statewide stormwater permitting program. I look forward to Mr. Siglin’s tes-
timony on this issue which will help us all understand the importance of addressing
this problem.

Highway development must be done responsibly with an eye toward the water
quality impacts highway design has on our Nation’s waters. The 2007 energy bill
required that all new Federal buildings be designed in a manner that preserves the
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pre-existing hydrology of the area that the building will occupy. This same standard
must be applied to highway designs.

As with most pollution abatement strategies the cost of preventing stormwater
pollution is more effective and easier to implement than trying to clean up and re-
mediate after the destruction has occurred.

In that same spirit of addressing a problem before it is too late we must use the
opportunity to reauthorize the transportation bill to significantly reduce the trans-
portation sector’s energy intensity and CO, emissions. According to the United
States Energy Information Agency (EIA) the U.S. consumed an average of 18.7 mil-
lion barrels of oil per day in 2009. As a result the U.S. transportation sector is re-
sponsible for 30 percent of the United States’ greenhouse gas emissions.

While burning fossil fuels is the source of transportation carbon emissions, the
amount of carbon emissions is a factor of how much time people spend in their cars
and trucks, especially the extraordinary waste of fuel and time spent when motor-
ists are stuck in traffic.

During a hearing last summer Secretary Chu and Administrator Jackson’s noted
that increased availability and accessibility of public transportation would lead to
significant carbon emission reductions.

The 2009 Texas Transportation Institute Mobility Report notes that public trans-
portation saved travelers 646 million hours in travel time in 2007. This same report
had troubling news that the DC Metropolitan Area, including Maryland, has the
second worst traffic in the Nation. The report goes on to note that each motorist
in the Maryland, DC, Virginia metro area loses an average of 62 hours and wastes
an average of 42 gallons of fuel a year because they are stuck in traffic. This is de-
spite transit ridership in the region being the second highest in the country.

According to the American Public Transportation Association public transit cur-
rently saves 37 million metric tons of CO, emissions per year. These carbon savings
increase as more and more energy is generated from renewable sources.

Sweeping improvements in efficiency and pollution reduction to our Nation’s
transportation systems are just as visionary as President Eisenhower’s concept of
a national infrastructure system and are equally attainable.

The opportunity for economic expansion and job growth in the transportation sec-
tor is nearly limitless. It is time to usher in a new era of transportation infrastruc-
ture design and road building that protects the environment and increases the en-
ergy efficiency and reduces travel times.

I look forward to working with my colleagues to promote a more efficient trans-
portation system and secure investments in transit from revenues generated by the
legislation we construct. Again I thank the Chairman for holding this hearing, and
I look forward to our witnesses’ testimony.

Senator BOXER. Thank you so much, Senator.

So, we will start with Larry Greene. Welcome to Washington.
And you brought a little bit of California weather with you, but not
quite enough. So, Mr. Greene, we are very proud to have you here
from the Sacramento Metropolitan Air Quality Management Dis-
trict.

Please proceed.

STATEMENT OF LARRY F. GREENE, EXECUTIVE DIRECTOR,
SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT
DISTRICT

Mr. GREENE. Thank you, Chairman Boxer.

Chairman Boxer, Ranking Member Inhofe and members of the
Committee, I am Executive Director of the Sacramento Metropoli-
tan Air Quality Management District, one of 35 local air districts
in California. I also have the privilege this year to serve as the Co-
President of the National Association of Clean Air Agencies.

Thank you for the opportunity to appear before you today. In my
brief comments I will highlight how I believe Federal transpor-
tation policy can help with the significant challenges facing the air
quality and transportation communities today and in the future.
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The Sacramento region includes all or part of Sacramento Coun-
ty and five surrounding counties with a combined population of
over 2 million. The region is a Federal non-attainment area for
both ozone and fine particulate pollution. In Sacramento the major
driver for non-attainment and related health impacts is emissions
from the transportation sector including trucks, cars, planes, trains
and construction equipment.

In 2008 of the two air pollutants contributing to ozone formation
89 percent of the nitrous oxide pollution and 63 percent of the reac-
tive organic gas emissions were from the transportation sector. The
State of California also estimates that almost 40 percent of the
statewide greenhouse gas emissions come from transportation. A
variety of tools are needed to address this high percentage of trans-
portation emissions.

One key Federal policy for protecting air quality has been con-
formity under the Clean Air Act. Each State implementation plan
developed to meet air standards establishes a conformity budget for
air emissions from transportation projects. This puts a cap on emis-
sions and encourages the use of innovative strategies to reduce
emissions. This key program should remain in place as an impor-
tant element in improving national air quality.

There are other programs that have played important roles in re-
ducing pollution from vehicles, such as the development of cleaner
technology for engines and requiring the use of cleaner fuels. Local
agencies like our district have been leaders in providing incentive
programs to assist business installing cleaner on and off road en-
gines. The Federal Diesel Emissions Reduction Act has been of
great assistance in this effort and must be continued.

While these programs are important new thinking has emerged
on ways to ensure that investments we make in transportation en-
hance the livability of communities, conserve community financial
resources and meet the needs of changing population demo-
graphics.

Our agency has been a proud partner with the Sacramento Area
Council of Governments in their regional Blueprint Plan. The
SACOG Blueprint offers an outstanding win-win example of effec-
tive transportation planning. The key is creating development pat-
terns that are sustainable over time, support walking and bicy-
cling, and that reduce, on the average, the length of commutes.

The Blueprint process visualizes where to make the best invest-
ments with Federal and local transportation money, identifies con-
gestion hotspots, and supports both transit and air quality plans
for the region. With the cooperative efforts of our local governments
the Blueprint vision is being implemented in current land use deci-
sions and was the matrix upon which the latest Metropolitan
Transportation Plan was developed.

Another element to be considered is that rural towns and agri-
culture must be full partners in regional planning. A study called
the Rural-Urban Connections Strategy is underway at SACOG to
ensure they benefit in ways that enhance and support their com-
munities.

Using this regional modeling process to highlight the best infra-
structure and project mix in the regional transportation plan re-
sulted in an overall increase is density around transit assets such
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as light rail stations, a better jobs housing balance in the region,
and far less use of agricultural land for development. For air qual-
ity the new plan provided a 1.6 ton per day reduction in emissions
over the previous plan. This was 15 percent of the reductions need-
ed to meet the regional 2009 8-hour SIP submission.

It is critical that the upcoming transportation reauthorization
bill support and promulgate such programs so that they become a
common element in regional planning across the U.S. The Federal
program should require regions to develop plans that outline the
most effective use of funding to support sustainable community
growth. The program should require collaboration between air
quality and transportation organizations when developing and eval-
uating targets. It is also important that funding be provided to en-
hance planning and modeling resources and provide incentives for
higher quality planning efforts.

In closing it is critical that transportation reauthorization sup-
port new ideas to further the goals of cleaner air, sustainable com-
munities, reducing congestion and wise use of financial resources.
A collaborative process between air and transportation commu-
nities will be important in meeting these goals.

Thank you for this opportunity to provide testimony to the Com-
mittee.

[The prepared statement of Mr. Greene follows:]
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March 24, 2010
Washington, DC

UNITED STATES SENATE COMMITTEE ON THE ENVIRONMENT AND PUBLIC WORKS:
BRIEFING ON OPPORTUNITIES TO IMPROVE ENERGY SECURITY AND THE
ENVIRONMENT THROUGH TRANSPORTATION POLICY

TESTIMONY OF LARRY F. GREENE
SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

Senator Boxer and committee members:

My name is Larry Greene. | am the Executive Director of the Sacramento Metropolitan
Air Quality Management District, one of 35 local air districts in California. Our primary mission is
protecting public health by reducing air pollution through a range of programs including
incentives for the early introduction of clean equipment, promoting clean and healthy
transportation alternatives and implementing state and federal regulations that relate to air
quality. | also have the privilege to serve this year as the Co- President of the National
Association of Clean Air Agencies.

Thank you for the opportunity to appear before you today. in my brief comments | will
highlight how | believe federal transportation policy can help with the significant challenges
facing the air quality and transportation communities today and in the future.

The Sacramento region includes all or part of Sacramento County and five surrounding
counties with a combined population of over 2 million.

The region is a federal non-attainment area for both ozone and fine particulate pollution. in
Sacramento, the major driver for non-attainment (and the related public health impacts) is
emissions from the transportation sector including, trucks, cars, planes, trains, and construction
equipment. In 2008, for the two air pollutants contributing to ozone formation, 89% of the nitrous
oxide emissions and 63% of the reactive organic gas emissions were from the transportation
sector. To attain federal health standards for air quality, we must continue to steadily reduce
these emissions over time. The state of California also estimates that almost 40% of the
statewide greenhouse gas emissions come from transportation. A variety of tools are needed to
address this high percentage of transportation emissions.

One key federal policy for protecting air quality has been conformity under the Federal
Clean Air Act. Each State Implementation Plan developed to meet air standards establishes a
conformity budget for air emissions from transportation projects. This puts a cap on emissions
and encourages the use of innovative strategies to reduce emissions. This key program should
remain in place as an important element in improving national air quality.

There are other programs that have played important roles in reducing pollution from
vehicles such as the development of cleaner technology for engines and requiring the use of
cleaner fuels. For each of these strategies there are both federal and local components. Local
agencies like our district have been leaders in providing incentive programs to assist business in
installing cleaner on and off road engines. The Federal Diesel Emissions Reduction Act has
been of great assistance in this effort and must be continued. While these programs are
important, new thinking has emerged on ways to ensure that the investments we make in
transportation enhance the livability of communities, conserve community financial resources
and meet the needs of changing population demographics.
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QOur agency has been proud to partner with the Sacramento Area Council of Governments
(SACOG) on their regional Blueprint Plan. The SACOG Blueprint offers an outstanding win-win
example of effective transportation planning. The key is creating development patterns that are
sustainable over time, support walking and bicycling and that reduce on the average the length
of commutes. The Blueprint process visualizes where to make the best investments with federal
and local transportation money, identifies congestion hotspots, and supports both the transit and
air quality plans for the region. With the cooperative efforts of our local governments, the
Blueprint vision is being implemented in current land use decisions and was the matrix upon
which the latest regional Metropolitan Transportation Plan was developed. Another element to
be considered is that rural towns and agriculture must be full partners in regional planning. A
study called the Rural-Urban Connections Strategy is underway at SACOG to ensure that they
benefit in ways that enhance and support their communities.

Using this regional modeling process to highlight the best infrastructure and project mix in
the regional transportation plan resulted in an overall increase in density around transit assets
such as light rail stations, a better jobs housing balance in the region and far less use of
agricultural land for development. For air quality, the new plan provided a 1.6 tons/day reduction
in emissions over the previous plan. This was 15% of the reductions needed to meet the
regional 2009 8-hour SIP submission.

It is critical that the upcoming transportation reauthorization bill support and promuigate
such programs so that they become a common element in regional planning across the US. The
federal program should require regions to develop plans that outline the most effective use of
funding to support sustainable community growth. The program should require collaboration
between air quality and transportation organizations when developing and evaluating targets. It
is also important that funding be provided to enhance planning and modeling resources, and to
provide incentives for higher quality planning efforts.

In closing it is critical that transportation reauthorization support new ideas to further the
goals of cleaner air, sustainable communities, reducing congestion, and wise use of financial
resources. A collaborative process between air and transportation communities will be
important in meeting these goals.

Thank you for this opportunity to provide testimony to the committee.
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1. T your testimony you ioned the Sacras Conncil of Government’s “Blugprint” as an effective use
of transporiation planning. Can yon describe the bluprint process and the air guality benefits the Sacramento
region is exgpecting lo dertve fiom this plan?

The Sacramento Region Blueprint is a voluntary collaboration of local governments. Its
purpose is to provide cities, counties, developers, community groups and other interested
parties with the data and modeling tools necessary to better inform transportation and land-
use project decision-making, By reducing traffic congestion, the Blueprint is projected to
improve air quality by well over ten percent as compared to a business-as-usual scenario of
uncoordinated growth.

Background: In 2002, the Sacramento region faced a prospective future of worsening
congestion—a projected increase of over 50 percent by the year 2025—and increasingly
worse air pollution based on current land-use patterns, transportation funding levels, and
transportation investment priorities. To attempt to solve these challenges, the Sacramento
Acrea Council of Governments (SACOG) Board of Directors initiated the Sactamento
Region Blueprint project, an extensive study of the linkages between transportation, land use,
and air quality.

‘The philosophy behind the regional visioning process was that planning and design choices
made by a community have many impacts on regional development patterns, modal choices,
infrastructure costs, redevelopment potential, natural resources, and other aspects of
livability. By being awate of the consequences of their community’s development choices,
residents can improve their cconomies, environments, and quality of life. If communities
work together at this process, then these positive effects can be seen regionally.

As its core goal, the Blueprint aimed to support local governments with high-quality data
and modeling tools so that decisions regarding future growth and its effects on quality of life
issues, such as teaffic congestion and air pollution could be made with the best information
available.

In addition to developing detailed land-use and travel data, an extensive community outreach
effort—involving over 5,000 residents across the six-county region—was conducted with
SACOG’s non-profit partner Valley Vision to develop and assess guiding principles for the
region’s long-term growth,

The learnings from the regional visioning process were also used by SACOG, the region’s
transportation planning and funding agency, to make choices about what transportation
projects will best serve the region in the Metropolitan Transportation Plan for 2035.

To the question of air quality benefits, with the Blueprint, per capita, there would be 14
percent less CO, and particulates compared to the business-as-usual base case.
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2. How do you believe the Federal government conld use your Bluepsint as a model to enconrage other parts of
the conntry to deselop similar planning efforts?

SACOG has shown that a simple, practical approach to improving the state and regional
transportation decision-making processes will yield substantial results. Over a decade,
SACOG has learned some important lessons from its integrated planning commitment:

® Itis possible for a relatively small regional agency (about 50 employees) to develop
state-of-the-art dara, models and civic engagement methods.

= Information is very powerful — citizens, stakeholders, local governments and others
will act to change their traditional practices if provided ctedible, objective information
about future impacts, trade-offs and choices.

= Broad-based cooperation and agreement s possible — citizens, stakeholders and local
governments through traditional demaocracy processes are capable of thinking beyond
their borders and selecting options that optinize benefits at all scales for a wide range
of conditions and interests.

*  Improved quality of life is about increasing choices, not decreasing choices — the
growth patterns of the recent past too often limited transportation, housing and
community living environment choices to monolithic products,

= New growth patterns that provide choices cost less — by over $16 billion through
2058 in our region alone.

» A classic top-down regulatory system is not needed 1o effect change — in fact a
bottom-up approach is mote effective because it stimulates locally tailored innovation,
and competition.

3. How mnch is air guality affected by emissions from off road engines, specifically construction equipmeent? If
Junding were available lo redvwce cnissions fiom consiruction equipment used on transportation projects, what
is the best approach 1o achicving near tevnt veductions of harmful particulates and other pollutants?

Off-road engines are a significant source of pollutants that impact public health. There are
approximately 10,500 pieces of construction equipment’ in the Sacramento Federal Ozone
Non-Attainment Region (SFNA) contributing approximately 15% of our total regional NOx
emissions of 222.95 tons per day and approximately 19% of our total particulate emissions
of 11.57 tons per day % "The overwhelming majority of this equipment is diesel-powered.
Estimates provided by two of the major construction companies in the SENA” indicate that
approximately 15% of the work performed by construction equipment in this region is work
done on transportation projects.

) CART Staif Report, Initial Statement of Reasons for Proposed Rulemaking, Appendix E, In-Use, Off-road Diesel Vebicle
Regulation. statewide construction and mining equipment population ratiocd to the SFNA region based on human
population,

2 CARB Almanac Emission Projection Data, 2008 Estimated Annual Average Emissions

3 Teichert Construction estimates that in normal economic times, 10% - 20-% of their work was on public transportation projects.
Rados Construction estimates tha in normal cconomic {imes, wp to 35% of their work was related to public transportation
projeets.
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Recently adopted regulations will require that construction equipment fleets operating in
California become significantly cleaner over time' but the rate of progress does not match
the federally mandated ozone attainment commitment for the SENA (2018). Therefore,
strategies to reduce ozone-forming and particulate matter (PM) emissions from construction
equipment fleets could be very beneficial for attainment and human health.

Currently, there are several strategies for reducing construction fleet emissions. Ten retrofit
devices meeting the CARB Level 3 PM standard (85% reduction) are verified for use in
California on off-road mobile cquipment. One of these devices is also verified to reduce
NOx emissions by 40%. Fleets can also “modernize” by acquiting new equipment with the
latest technology. 1t may also he possible to replace the engines in some pieces of equipment
with new engines meeting lower emission standards. Fingines meeting the very low Tier 4
emission standard will begin phasing in between 2011 and 2014,

Several approaches could be used to accelerate emission reductions from construction
equipment used on transportation projects. The most cffective strategy would be to require
that any work performed on projects receiving federal transportation funds meet 2 fleet
average emission value for both NOx and PM that is some percentage amount lower than
the then-current statewide construction fleet average. ‘This approach would not necessarily
require any incentive funds but would be unpopular with construction fleets because it
would place the full cost of modernizing or retrofitting their flect to a lower fleet average
emission level on the fleet owners,

Using the same starting point of requiring any construction fleet working on a transportation
project using federal transportation funds and using the same evaluation criteria of requiring
that the fleet meet a percent reduction below the then-current state fleet emission average
for NOx and PM, several approaches could be used to provide incentive funds to the
construction flects to help offset the increased costs of achieving lower emission levels,
First, a sliding scale could be used to provide incrementally larger reimbursements as the
construction flects bidding to perform the work commit to using equipment that meets
lower and lowet fleet average emission levels, Second, 4 flat reimbursement could be
supplied based on a mandate to achieve a specified target fleet average emission level.

Several points should be kept in mind when considering a program to reduce emissions from

construction equipment operating on federally funded transportation projects:

e QOver 90% of the population of California lives in arcas that ave ovone non-attainment or
that transport ozone precursors to ozone non-attainment areas, Thercfore, reducing
NOx emissions is critical for achieving air quality goals.

e Dicsel PM has been declared a Toxic Air Contaminant in California and is associated
with increased health risks from cancer to cardio-pulmonary discases. PM filter
technology is available that can practically eliminate PM emissions from the exhaust of
many classes of off-road equipment (Le. Level 3 retrofit devices).

* Phased compliance to the In-Use Off-road Diesel Vehicle Regulation is mandated between 2020 and 2026 based
on flect size and type of poltutant.
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& Any strategy that imposes additional requirements on construction fleets will be strongly
opposed. Retrofit devices are expensive to purchase and install, require additional
maintenance and are not universally applicable. Modernizing fleet equipment and/or
engines is extremely capital intensive.

*  Any strategy that incents or mandates certain performance charactetistics will need to be
monitored in order to be effective. The monitoring process will impose additional
workloads on the public agencies awarding the contracts for construction work.

¢ Although a minority of the construction equipment in the SENA is used on federally
funded transportation projects, that same equipment will be used in other construction
work. Thus, federal teansportation policy requiring ot incentivizing cleaner construction
equipment will provide enormous co-benefits by reducing harmful emissions associated
with the construction of schools, businesses and other infrastructure.
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Responses to Questton from Ranking Member Inhofe:

(1.8, Senate Committee on Environment and Public Works
March 24, 2010

1. Mp Greene, please tell me bow miunch it cost 1o develop the SACOG Blugprint, as mell as the breakdonn of
Junding sonrees.,

Blueprint Project Revenue Sources (FY 2000-01 through April 2005)

Core Revenues Available to SACOG

Federal Planning FFunds (FHIWA & FTA} $ 535,000*
SACOG Regional Planning Funds (T1DA) $1,643,000
Sulstotal $2,178,000 (51%)

(,ahfoxma Housing & Commumry Dcvclopmcnt Grant $ 515,000
Congressional Harmarks § 470,000

Valley Vision (through private foundations) $ 400,000

State Treasurer's Grant $ 330,000
Caltrans Grant $ 300,000
Sacramento Regional Foundation $ 100,000
Subtotal $2,115,000 (49%)
Grand Total $4,293,000 (100%)

* This includes only those funds spent divectly on the Blueprint Project and roprosents about six: percent of onr
federal planning finds. During this four-year project approscimately another 50 pereent of onr fedsral
Plansning funds were spent. on prblic ontreach, land-use monitoring, land-use and travel model developmrent,
and forecasting all of which provided the basis for a successfirl Blusprint Project. "The other 45 pervent of
Jfederal planning funds were used fo meel oxr mwandales as a Metropobitan Planning Organization (mlli-
mrodal planning and programming, and air guality conformity).
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Senator BOXER. Thank you so much, Mr. Greene.
Mr. Lovaas, Federal Transportation Policy Director for the Nat-
ural Resources Defense Council. Welcome.

STATEMENT OF DERON LOVAAS, FEDERAL TRANSPORTATION
POLICY DIRECTOR, NATURAL RESOURCES DEFENSE COUNCIL

Mr. Lovaas. Thank you very much, Chairman Boxer and Rank-
ing Member Inhofe, for this important opportunity to testify.

Transportation drives America’s dependence on foreign oil since
it is 96 percent reliant on petroleum products. The single biggest
oil consumers in transportation are vehicles on our roads, account-
ing for almost 80 percent of the total. Transportation plus other
categories add up to a 20 million barrel a day habit which is a con-
cern because the vast majority of oil resources are held by other
nations, most in the troubled Middle East.

A transportation sector shackled to oil leaves us vulnerable to
price hikes and spikes, as in 2008 when the price of oil climbed to
almost $150 a barrel. Oil prices could shock the American economy
again due to conflicts over resources in oil rich regions, terrorist at-
tacks on production facilities, or weather disruptions.

There is also security challenge due to heat trapping emissions
since transportation accounts for about a third of U.S. greenhouse
gas pollution. Security experts have identified the effects of climate
change as a concern, with the CNA Corporation referring to the po-
tential threat multiplier in regions already stressed due to poor so-
cial, economic and/or political conditions.

Thankfully boosting fuel economy standards for cars and trucks
can save oil. The Administration raised the bar from 2012 through
2016, saving a whopping 1.8 billion barrels of oil. We can also move
to a pluggable fleet. Driving on electricity from the grid is virtually
oil free, and vehicles are arriving on the market soon with ranges
that exceed average daily needs. A recent EPA analysis shows this
technology could save 2 million to 3 million barrels of oil a day by
2030. The transportation bill should address the need for public
charging infrastructure as well, and ensuring intermodal connec-
tions between transit and short range electric vehicles.

NRDC has three priorities for the new transportation law. First,
reducing oil use and greenhouse gas pollution; second, increasing
the number of locations accessible by transit, biking and walking;
and third, spurring creation of good jobs with clean transportation
investments.

We are also proud backers of the Transportation for America
Route to Reform blueprint, and I have worked with unusual allies
in a new bipartisan coalition called Mobility Choice, which has a
10-point plan.

First, to better reflect the hidden cost of oil, an oil security fee
could be levied either per barrel or at the pump. This would enable
consumers to make more economically informed transportation
choices.

Second, we also agree on more widespread use of tools such as
Highway Occupancy Toll lanes and congestion pricing to better fi-
nance projects and to save fuel wasted due to excess traffic.

Third, providing transportation choices reduces oil consumption
as long as there are enough riders that the transit vehicle con-
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sumes less oil per passenger than driving. Transit routes with the
highest load factors save the most oil, and investments should be
based in part on loads or expected loads.

Fourth, while most drivers in the U.S. pay the same amount for
insurance per year regardless of how many miles they drive, all
else being equal, the likelihood of an accident increases with more
driving. Converting variable insurance costs into a per mile cost for
drivers, a system known as pay as you drive, will correct price sig-
nals with a majority of drivers actually saving money under such
a system.

Fifth, to boost ridership, allowing transit agencies to become
more self-sustaining, vouchers could be provided for low income
households paid for by fare increases for other riders. Vouchers
could be redeemed with other either existing transit agencies or
][O)rivate entrepreneurs running buses, shuttles, van pools and jitney

uses.

Sixth, extensive outreach programs by employers can educate
computers about options such as online ride matching and van pool
services. And telecommuting offers opportunities to eliminate some
trips entirely since taking the broadband highway saves more oil
than any alternative mode of transport, and policy should encour-
age more of it.

Seventh, metropolitan areas now host most of the Nation’s popu-
lation, employers, GDP and traffic and are logical recipients of
more direct investment.

Eighth, by creating more transportation efficient land use pat-
terns, people can choose modes other than driving. Yet outdated
rules stand in the way of neighborhood designs that allow minimal
driving. Eligibility of municipalities for some Federal transpor-
tation funds should be conditioned on changing rules to meet mar-
ket demand.

Ninth, upgrading infrastructure with 21st century technology
such as variable signage, providing real time information to trav-
elers, and traffic management systems to improve flow of traffic,
saves oil and cuts pollution by reducing congestion and idling. A
new bill should have a robust intelligent transportation title.

Last, but not least, intercity rail can shift auto and air trips to
fuel efficient trains. Federal funds for rail can be targeted to ex-
pand service on lines that will attract enough ridership to operate
with relatively high load factors.

These combined mobility choice strategies, our analysis shows,
could save more than 2 million barrels of oil a day by 2030. We can
become a Nation that offers more means to opt out of oil addiction
including vehicle choices, fuel choices, as well as mobility choices,
by crafting better transportation law that is led by this Committee.

I look forward to working with you to make it so.

Thank you very much.

[The prepared statement of Mr. Lovaas follows:]
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Tie EArTn’s BEST DEFENSE

Testimony of Deron Lovaas
Federal Transportation Policy Director
Natural Resources Defense Council

Opportunities to Improve Energy Security and the Environment
through Transportation Policy

Environment and Public Works Committee
March 24, 2010

Chairman Boxer and Senators of the Committee, thank you for the opportunity to discuss
with you the important and timely topics of energy security, the environment and
transportation policy. My testimony will cover various issues:
L Energy and Climate Security
1L The Danger of Environmentally Damaging and Expensive Substitutes
MI.  Solving Energy and Climate Security Threats by Saving Oil
IV.  Saving Oil Via Better Fuel Economy Performance
V. Saving Oil by Electrifying Transportation
VI.  NRDC Priorities for Transportation Policy
a. Reducing U.S. transportation sector oil use and greenhouse gas pollution
b. Increase the number of locations accessible by transit, biking and walking
¢. Spur creation of good jobs with clean transportation investments
VIL.  Saving Oil by Delivering Mobility Choice

a. Ensure the Price of Fuel Better Reflects Oil Security Costs
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b. Deploy “HOT” Lanes and Congestion Pricing
c. Allocate Transit Dollars to Optimize Oil Savings
d. Increase Insurance Choice

¢. Provide Transit Vouchers for Mobility Choice for Low-Income
Households

f. Increase Commuting Options and Telecommuting

g. Return Gas Tax Revenues to Areas with the Most Traffic and Oil Savings
Potential

h. Improve Local Land-Development Rules
i. Deployment of Smart Traffic Management

j-  Deploy Cost-Effective Intercity Rail Options as Justified by Cost
Efficiency and Oil Displacement Potential

VIII.  Securing Our Energy and Climate Future
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Energy and Climate Security

Transportation drives America’s dependence on foreign oil. While we have weaned the
electricity sector almost completely off oil, with some notable exceptions such as Hawaii,
transportation remains 96-percent dependent on petroleum products, mostly gasoline and
diesel." As the graph below shows, the biggest single sub-sectoral oil consuming category
is light-duty vehicles, which account for about 60 percent of the total. Heavy-duty
vehicles comprise about one-third that percentage, and aviation about half of that. The
remainder is rail, marine and other uses.

Transportation Energy Consumption in 2009
(million barrels per day oil equivalent)

Military, 0.35, —Other, 0.52,

2% ’/—N 4%

Shipping,
0.50, 4%

Taken together, our oil consumption adds up to a 20 million-barrel-per-day habit. This
tremendous thirst for oil is a concern because the vast majority of oil resources are held
by other nations.

Oil production in the United States peaked circa 1970, despite tremendous investments in
exploration and production. The U.S. has 560,000 producing oil wells versus Saudi
Arabia’s 1,500, for example -- as well as thorough subsurface mapping.® To meet our
gargantuan demand oil imports have risen steadily from 35 percent in 1973 to more than
60 percent now, a situation unlikely to change except via demand moderation since other
countries have vaster reserves and therefore longevity of production capacity.” The graph
below illustrates this, and the bitter irony is that the more rapidly we deplete our
remaining domestic reserves in order to cut imports for the short-term, the more we tilt
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the long-term playing field in favor those nations that already have much better positions
vis-a-vis reserves and production capacity.

‘World Proved Oil Reserves by Region as of Jan.
2009
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This imbalance is further exacerbated by the remarkable rise of national oil companies.
Big, private oil companies are not as influential in the global oil game as they once were.
Now, companies affiliated with nation-states loom large, owning about 90 percent of the
world’s remaining reserves as shown in the graph below.”

This increasing nationalization of resources gives the modern-day global oil marketplace
some disturbing characteristics. These state players, especially if they cooperate as part of
the global cartel of Qil Producing and Exporting Countries or OPEC, tend to push the
price of oil upwards to ensure adequate revenue. Some also tend to underinvest in
production capacity. As the Director of Harvard’s Environment and Natural Resources
Program Henry Lee put it, therefore “consuming countries will find themselves paying
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more to import oil, which will affect their current accounts and their economic growth
levels...”® And in the past decade we have indeed paid quite a bit, not just in aggregate
but as individual consumers. A recent report quantified it in a novel way in a recent
report, finding that the rise in gasoline prices cost the average consumer $1,990 more a
year in 2008 compared to 2001. This figure happens to be almost exactly the amount
saved by the median household due to cumulative changes in the tax code during that
same t7ime period ($1,900), meaning that tax cuts were trumped by payments at the
pump.

A host of possible events could exacerbate this alarming situation further, including:

o Potential attacks on oil production facilities or pipelines by non-state actors, as
evidenced by al Qaeda itself urging its followers to attack “the umbilical cord and
lifeline of the crusader community”;®

s Direct support of terrorist activities by some oil-rich nations with significant
wealth, and especially alarming in light of the sheer size of revenues to such
nations (for example, OPEC’s net annual revenues soared ninefold to almost a
trillion dollars in the ten years ending with 2008 before dropping due to the
recession, according to the Energy Information Administration);”

e Increasing resource conflicts within and between nations over land-based and
offshore oil deposits, requiring us to “acknowledge and live with varying degrees
of insecurity” as summed up by former Secretary of Defense and Energy James R.
Schlesinger in 2005 Senate testimony;m

» Potential disruption of supply from state-owned firms and foreign actors, such as
Iran and Venezuela, with the largest reserves and production capacity should they
decide to use the “oil weapon” again as in the 1970s oil embargoes;

e Empowerment of the powerful monopolistic cartel OPEC, whose 13 members
control more than three-quarters of the world’s oil reserves and whose members
have an interest in continued U.S. oil addiction, or as Saudi Oil Minister Ali
Naimi told fellow members in 2004 “environmental and energy security concerns
have been channeling technologies and research towards alternate fuels...the
research and investment in those technologies pose long-term challenges to the oil
industry in general and to the NOCs [national oil companies] including our

own »li

Any of these factors could limit oil supply, putting constraints on U.S. transportation and
industry and driving global oil prices upward. Repeated simulations have demonstrated
that such a combination of disruptions could send a real shockwave through the U.S.
economy.'? We saw a vivid demonstration of the impact of price shocks on our economy
just a couple of years ago, when a combination of factors drove oil prices to nearly $150
per barrel, causing the national average gasoline price to $3.59 in July, 2008; at some
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retailers the price even jumped above $4, prompting New York Times columnist Tom
Friedman to pen a column calling it our “4/11” moment."?

Overall oil intensity of the U.S. economy — the amount of oil used per unit of GDP — has
declined substantially since the 1970s due to greater energy efficiency and fuel switching,

However, this has not been the case in the transportation sector, which therefore remains
shackled to global oil marketplace trends. Therefore repercussions of oil price increases
and spikes can be severe and widespread. High oil prices have an immediate impact on
transportation costs for both households and businesses. As transportation costs rise,
goods and services that must transported also rise in price. Food, consumer goods, raw
materials, and other fundamentals of our economy are all simultaneously affected. Our
economy is therefore held hostage to a fickle and at times turbulent global oil market,
which is influenced by diverse factors such as consumer behavior in other large growing
nations such as China and supply decisions made by unaccountable oil monopolies, often
with state ties or ownership. This fact poses a significant economic threat which we
would have little ability to address in the short term.

Apart from economic impacts, our oil dependence poses a national security concern for
strategic military and defense reasons. Oil consumption in the U.S. driven by the
transportation sector is a major source of heat-trapping pollution, accounting for
approximately one-third of U.S. greenhouse gas emissions as shown in the graph below.

US GHG Emissions by
End Use Economic Sector 2006
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Sowrce: Environmental Protection Agency (EPA) “Inventory of US
Greenhouse Gas Emissions and Sinks: 1990-2007.7 April 2009,

http/epa.goviclimagechange/emissionsusinventory himi
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In addition to the numerous environmental impacts of climate change, which have been
well documented before this Committee, climate change carries worrisome security
implications. An increasing number of security experts at CNA Corporation, the Center
for Strategic and International Studies as well as the Defense Department have identified
climate change as a challenge to the nation. CNA describes a “threat multiplier” effect
due to climate change whereby regions of the world that are already stressed due to poor
social, economic and/or political conditions risk degenerating into disaster and/or civil
war zones with additional stress due to the unpredictable impacts of climate change.'*
Asian, African and Middle Eastern countries are particularly susceptible to such a
scenario. As CNA sums up:

Economic and environmental conditions in already fragile areas will further erode
as food production declines, diseases increase, clean water becomes increasingly
scarce, and large populations move in search of resources. Weakened and failing
governments, with an already thin margin for survival, foster the conditions for
internal conflicts, extremism, and movement toward increased authoritarianism
and radical ideologies."

In its latest review, the Defense Department essentially concurs, stating among other
things that “While climate change itself does not cause conflict, it may act as an
accelerant of instability or conflict, placing a burden to respond on civilian institutions
and militaries around the world.”'®

The Danger of Environmentally Damaging and Expensive Substitutes

As NRDC research, analysis and advocacy has described before, as conventional oil
supply and production capacity struggles to keep up with seemingly insatiable demand,
the energy industry is tapping harder-to-exploit resources.'’ These so-called
“unconventional” resources include, for exarnple, the tar sands of Alberta, Canada, where
more than one million barrels a day of this resource are being extracted.

“Extracted,” however, is a euphemism. This very diffusely deposited substance is mined
using the world’s largest trucks in a process that has denuded hundreds of acres of boreal
forest and could ultimately destroy the land cover of an area the size of Florida. Not only
does this mean the loss of pristine forest and migratory bird species that rely on it for
habitat, it dramatically increases the life-cycle carbon emissions of the final product
because the extraction and refining process is so much more energy-intensive.

Some analysts project ever-greater reliance on such unusual energy resources:

Indeed, a process of ‘deconventionalization’ of reserves is taking place that will
probably make the future supply of oil the result of a mosaic of many increments,
many of them relatively small, coming from both new and traditional producing
countries, and from unconventional sources such as gas liquids, ultra-deep
offshore deposits, ultra-heavy oils, shale oils, and tar sands.'®
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Fortunately these trends aren’t destiny, since ‘deconventionalization’ in some cases
means more ‘carbonization’ of the fuel mix, steering us away from the Scylla of supply
constraints and towards the Charybdis of expensive energy, likely conflicts over
resources, and widespread environmental damage including climate change.

Solving Energy and Climate Security Threats by Saving Qil

‘What is to be done to address the energy and climate security threats confronting us? We
must put together a strategy to reduce our dependence on this resource, with some
specific objectives in mind. The first is to further reduce the economy’s oil intensity. The
good news is that we have done this before. Specifically, oil intensity dropped by one-
third between 1978 and 1985, such that every $1,000 of gross domestic product (GDP)
required just one barrel of oil to create.'” This was mostly policy-driven (although prices
played a role), and due in part to shifting to other sources of energy for electricity
generation and to dramatic increases in fuel economy thanks to the new Corporate
Average Fuel Economy (CAFE) mandates included in the 1975 energy bill (EPCA, P.L.
94-163).2° However, reductions in intensity slowed down in the late 1980s. We must
make a concerted effort to drive them down further, to insulate the economy from price
increases and shocks.

A loftier goal enunciated by Anne Korin of the Institute for the Analysis of Global
Security is transform oil into just another commodity, as opposed to one that has a
stranglehold on our transportation system. Anne reminds us that salt was once a strategic
commodity, with nations going to war over this resource.”’ That changed when viable
substitutes for meat preservation were developed, such as refrigeration. As Jim Woolsey
and Chelsea Sexton sum up in a recent essay:

For a number of reasons we must strive to set oil on a similar path of decline in
influence—away from being a strategic commodity and toward being simply a
commodity. Oil will still be useful and valued for its high energy content and its
relative ease of shipment for a long time. It will also be used in heating and in the
production of some chemicals, although in those uses it is already, in a sense, no
longer a strategic commodity because it has competitors. Doubtless it will be used
for many years to produce transportation fuel as well. But in the interests of our
national security, our climate, and our pocketbooks, we should move togetheras a
nation to destroy, not oil of course, but oil’s strategic role in transportation as
quickly and as thoroughly as possiblev22

Saving Oil Via Better Fuel Economy Performance

Enactment of the Energy Independence and Security Act of 2007, or EISA (P.L. 110-
140), boosted fuel economy standards for the first time in decades. This important policy
driver is finally raising the bar again for fuel economy performance of our cars and
trucks. This is important since the last time fuel economy jumped substantially during the
mid-1970s and 80s it was due only part to increasing prices and more to enactment and
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enhancement of these stanidards (called Corporate Average Fuel Economy or CAFE)>
This initial boost and then the stagnation that followed until the past few years is shown
in the graph below. ™
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Last year, a5 one of its first and most effective actions, the Obama Administration took
advantage of the fact that Congress established a floor, not a ceiling, for new standards by
promulgating a joint DOT-EPA rule for increasing performance of the vehicle fleet even
faster. The upshot is that the U.S. light-duty vehicle fleet is slated to achieve 35.5 miles
per gallon by 2016. This is about a 40 percent jump from the status quo ante, although we
need to keep making progress if we are to catch up to other industrializing and
industrialized nations as shown in the graph below.”

ACTUAL FLEET AVERAGE GHG EMISSIONS DATA THROUGH MY2008 AND
NEAREST TARGETS ENACTED OR PROPOSED THEREAFTER BY REGION
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Saving Oil by Electrifving Transportation

Consumers deserve more efficient vehicles, and they deserve more clean energy options,
as I wrote several years ago:

Currently, vehicles and fuels are a far cry from offering consumers real choices,
and odds are good that the car you like isn’t available in a hybrid-electric version.
At most retail gas stations, the only products under the canopy are made from
petroleum. In this regard, car dealerships and gas stations are more like shelves in
a Soviet grocery store than a modern American retail outlet. Consumers demand,
and deserve, more choices.”®

This remains largely true, although progress towards a world with more choices has
accelerated in the past few years, driven by policy and prices. Pluggable cars have
attracted a great deal of attention from policymakers and reporters, for example, and with
good reason.

Driving on electricity from the grid is virtually free of oil. (In 2009, less than 1% of
electricity generation came from petroleum liquids or coke.”’) Plug-in electric vehicles
arrivin