ARIZONA STATE LEGISLATURE
Fifty-first Legislature — Second Regular Session

SENATE COMMITTEE ON TRANSPORTATION
AND
HOUSE COMMITTEE ON TRANSPORTATION

Minutes of Specia Joint Meeting
Tuesday, January 28, 2014
House Hearing Room 1 -- 9:00 am.

Chairman Burges called the meeting to order at 9:08 am. and roll call was taken by the
secretary.

Member s Present
Senators:
Farley McGuire Burges, Chairman
Farnsworth D Worsley
Representatives:
Barton Gray Borrelli, Vice-Chairman
Escamilla Steele Fann, Chairman
Members Absent
Senator Ableser (excused) Senator Pierce, Vice-Chairman

Chairman Fann thanked the Arizona Department of Transportation for updating the Committee
on the state’ s infrastructure and transportation funding.

PRESENTATION

Arizona Department of Transportation

John Halikowski, Director, Arizona Department of Transportation (ADOT), related his
background and advised that in 2012, the governor challenged ADOT aong with the Arizona
Commerce Authority and the Arizona-Mexico Commission to improve the competitiveness of
the state (Attachment 1). The Transportation and Trade Corridor Alliance (TTCA) was formed
and serves as a Statewide partnership focusing on opportunities and issues in trade,
transportation, logistics and supply chain development. Currently, the TTCA is developing a
road map that will be available in the first quarter of the year. One concept of the TTCA road
map is the Key Commerce Corridors.

Mr. Halikowski provided a handout entitted Key Commerce Corridors (Attachment 2) and
reviewed a powerpoint presentation. He said that economic prosperity is founded on a reliable
transportation network. Goods that are produced in Arizona and sold elsewhere drive the local
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economy. Businesses connect with suppliers and customers along statewide roadways and the
most important routes are recognized as the Key Commerce Corridors. ADOT identified these
routes based on professiona transportation planning and engineering anaysis. He provided
examples on how the transportation network creates a strong economy and outlined the
following state advantages:

Proximity to major consumer markets

Existing skilled workforce for export-focused base industries
Migration of businesses away from California

Environment — a place where people want to live, work and play

Mr. Halikowski said that the southwest region is the 10" largest world economy. Californiais
within one “truck day” from Arizona and as regulations tighten in California, environmental
regulations become more onerous and it becomes increasingly more expensive to replace
equipment, it makes sense to build goods in Arizona and connect them back to the global
markets through the Long Beach and Los Angeles ports.

Mr. Halikowski went on to review the 20-year plan for the Key Commerce Corridors.
Adequately funding, preserving and maintaining the existing transportation system while
continuing to develop infrastructure is essential for Arizona s continued economic growth. He
said that improvements will enhance connections to major domestic markets in southern
Californiaand central Texas and that the proposed Interstate 11 will expand the commercia flow
with the emerging market in Mexico; maximizing economic benefits.

Mr. Halikowski addressed the continual decline of revenue and the constrained funding outlook.
He explained that one major source of revenue for ADOT is the federal highway users revenue
fund (HURF) which continues to decline due to various factors such as the weakened purchasing
power of gasoline. On the state level, he advised that in 2009, new car sales decreased by
50 percent which had an incredible impact on the state’s collection of the vehicle license tax
(VLT). In order to recoup monetary losses from diminished vehicle saes, the growth rate will
have to increase to at least 12 percent annually and then continue to grow at that rate for twenty
years. Mr. Halikowski related that the state can no longer rely on mechanisms such asthe VLT
for revenue and stressed the importance of finding new funding sources. He said that out of the
$285 million per year ADOT receives from federal monies, $260 million is used for pavement
preservation and maintenance and $25 million isleft to fund new capacity and major projects. In
context, $25 million will buy the state approximately one mile of freeway, four miles of a
passing lane, or one rural traffic interchange.

Mr. Halikowski said that transportation is afoundation. Arizonais still operating on an interstate
system connecting major economic centers built in the 1970s. The capacity of needs to connect
to the economic centers of today is much different than the 1970s. With increased traffic and
hauled freight, the current system is insufficient to boost the economy and connect Arizonato the
major economic centers of the future. The transportation system is a key component in job
creation; without a good transportation system it will prevent businesses from moving here.
Companies will move to places with better connections to their markets.
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Mr. Halikowski stated that he believes the Key Commerce Corridors approach begins to align
and support the Arizona Commerce Authority’s focus which isto grow and strengthen Arizona's
base industries.

In response to questions, Mr. Halikowski addressed the following areas of concern:

Freight and passenger rail options

Vehicle miles driven decrease

Local Transportation Assistance Fund I restoration
Diversion of transportation funding elimination
Department of Public Safety Highway Patrol funding
Key Commerce Corridors exclusions

High occupancy toll (HOT) lane study

Federal highway trust fund shortfalls for 2015
HURF funding

Economic benefits for adequately funding transportation
Transportation funding — Cities, Towns and Counties
Funding gap

State Route 189 port of entry update

Public-private partnership projects

Without objection, the meeting adjourned at 9:59 a.m.

Abby Selvey, Committee Secretary
February 12, 2014

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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