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Committee chairmen Kempton and Bowen, cost allocation subcommittee members, thank you for providing this opportunity to respond in general to the findings of  Idaho's 2010 Cost Allocation study, and specifically regarding AAA Idaho's recommendations for future transportation funding. My name is Dave Carlson. I am director of public and government affairs for AAA Idaho representing about 95,000 member motorists in the 34-county area served by our club.
I'd like to respond to the 2010 cost allocation study results, to provide a few graphs that depict the important messages consistent with the findings in the Battelle study, and to make a few observations and suggestions.  
Battelle's study verifies how the relationship between costs and revenues is playing out now, specifically on an equity basis between major user groups and within categories like single unit trucks and combination trucks. The governor's task force and this committee should consider the importance of these findings in its future deliberations. 
AAA Idaho was a participant in the Forum on Transportation Investments, whose findings were made public five years ago. Chairman Kempton, in your role as chair for that group, you may recall that AAA Idaho submitted a financial analysis that included revenue data supplied to us by ITD, as well as an examination of the 2004 University of Idaho NIATT (National Institute for Advanced Transportation Technology) study commissioned by ITD. In our submission we summarized key points relative to truck taxes following the 2000 legislative repeal of the weight distance tax and the subsequent legislative action to institute a tiered registration system for trucks. I'd be happy explain the lawsuit and the actions taken in detail, if you like, but the observations me made then are consistent with the findings of  two cost allocation studies conducted in the intervening years.
You may be aware that as a Forum participant, AAA met with other stakeholders during an 18-month period to come up with a plan to meet Idaho's underinvestment in our transportation system. Battelle's study frames the issue of the AAA analysis five years ago. Hopefully, our input today will lead to a better understanding of the benefits of highway cost responsibility and the importance of the equity analysis the study brings to the table.. 
The first graph shows the equity analysis of major user groups based on four cost allocation studies conducted for ITD. I have graphed in the findings from the 2007 study, whose findings were dismissed last year.  I believe the graph accurately shows that over a period of time the equity gap between all major user groups has spread. The vertical lines in the graph depict points in time each of the studies was conducted. Cars were underpaying their equity share 16 years ago, but are overpaying by 26 percent today. Combination trucks were overpaying at the time of the first study, but now fall 27 percent short of cost responsibility on the state plus federal system. 
Note that among trucks, single-unit trucks which largely represent Idaho based businesses, have been overpaying from the beginning and are paying a proportional share relative to equity that is larger than anytime since the early 1990s.
The next graph is one AAA used a decade ago during the debate and settlement discussions that ultimately led to the repeal of the weight distance tax. By visualizing costs per mile rather than actual registration fees, you can see that, as an example, an 80,000 lb truck registered at lower miles pays a disproportionately higher fee per mile than a same sized truck in the higher mileage bands. As it relates to the NIATT analysis, and now the 2010 cost allocation study, this graph begins to show why tax collections that eliminate real miles traveled (as opposed to intended miles in a registration system) cannot account for the damage brought on by additional mileage. A truck registered at 50,001 miles pays the same registration fee if it travel 200,000 miles.
The next chart depicts a point made in the NIATT study which notes "The International Registration Plan (IRP) Agreement favors firms with high mileage from out of state. If truckers travel 120,000 miles nationally, they get to pay at the high-mileage rate, which is low per mile even though they only travel 10,000 miles in the state. So a trucker traveling 10,000 miles in the state pays a lot more than that IRP vehicle that travels the same amount of miles but gets to register at the 120,000 rate."
The NIATT study said six years ago what the Battelle study can now depict graphically, namely that low mileage firms do absorb significant impact. Because it is now restated in the Battelle study, Idahoans can see that truck tax collections among combination trucks dropped nearly $12 million per year. That means there is incontrovertible evidence that proportional cost responsibility is not possible with the current tax structure.

That leads to the next graph, which is pulled from the NIATT presentation in 2004. The study notes that restructuring Idaho's registration fees for trucks does not incorporate accepted highway impact/damage functions. The fees do not include the differing impacts when there are things like a fat truck versus a skinny truck (a heavily loaded vehicle versus a lightly loaded vehicle). As you have heard previously, a heavier vehicle increases the damage or consumption of the road exponentially. But the current tax does not capture the impacts of that mileage.
That leads me to a series of general recommendations or observations AAA has regarding how to address equity issues while meeting the needs of our transportation infrastructure. These are not categorized by importance or presented in a special order.
1. First, the equity analysis of a cost allocation is not needs based. It shows what we collect and what we spend, but not necessarily what we need.

2. Simply charging much more to trucks, and/or reducing the contributions of motorists, does not address our underinvestment, and as demonstrated in the Battelle scenarios, it would be politically impossible to meet proportional equity anytime soon. 
3. Registration fee structures that do not account for weight and miles are inefficient and inequitable. The new registration system was intended to level the playing field of the bifurcated weight-distance tax which inappropriately gave a tax break to Idaho based commodity haulers. But it reversed the playing field, benefiting interstate truckers while inappropriately shifting more burden to cars and in-state haulers, raising the specter of perhaps another lawsuit.

4. Any way you look at it, any adjustment will require a much greater share of fees and taxes must be paid by combination trucks. Those proposals that do not do so will push an even larger share of the burden onto motorists.
5. Registration fees for Idaho cars are not efficient, using an arbitrary vehicle age classification as its basis. Idaho uses conflicting registration fee schedules for non commercial and farm vehicles and for commercial vehicles and wreckers. We believe it would be more reasonable to set minimum registration fees and to include a VMT and/or weight distance tax for as many vehicles as possible.
6. Any tax or fee structure that does not incorporate miles and weight for trucks cannot be efficient. 
7. As states and the federal government consider Vehicle Miles Traveled (VMT), they are really trying to address inefficient fuels and registration structures. We know that gas taxes are far less efficient than previously. Improved mileages and the switchover to alternative fuels and new technologies will continue to make these fees less efficient. One source estimates that 250,000 electric vehicles will be sold in the U.S. each year by 2015. According to AASHTO, the purchasing power of the gas tax has dropped by 80 percent since just 1993.
8. The recommendations that have earned the highest scores by the governor's task force are very similar to the recommendations made by the 2005 Forum. We must address the weaknesses of the current systems, instead of finding ways to prolong their use. 

9. The fuels tax may be around for awhile, but we need to account for the use we're putting on our roads, consistent with how far we drive and the costs various users inflict. 

10. That means we all need to contribute. 
11. Idaho's weight distance tax served Idaho for fifty years. In the ATA lawsuit, the judge found no fault in weight distance, just the tiered rates that gave Idaho commodity haulers a better deal. AAA Idaho endorses the weight distance tax with rates based on use and damage caused by all vehicle classes.  
12. Federal taxes and fees using these same structures to capture distance traveled make sense.

Thank you chairmen Kempton and Bowen and committee members for your consideration of these views.
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