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The pursuit of a sustainable high quality of life in Orange County is the cement
holding together our community. The UCI Civil andEnvironmental Engineering Affiliates
have sponsored this Symposium in our community to encourage the exchange of ideas on
the critical issues we face in maintaining and improving fundamental public infrastructure,
such as school facilities, transportation systems, water supply and waste water disposal
systems, housing, power supply and flood control and drainage systems. Our objective has
been to heighten public awareness and understanding of the engineer's role in meeting the
infrastructure challenges in the 21 s` century. We believe the symposium has served as a
catalyst for the exchange of ideas and has sent important messages to the participants to be
carried out into the community and across the State for discussion and implementation .
Therefore, we hope these proceedings will be used as a reference in a continued dialogue
on how to meet California's Infrastructure Challenge and sustain our future economic
growth and our quality of life .

This proceedings is a compilation of the Symposium speaker presentations . It
was produced from a transcription of tape recordings made at the event. It is not all-
inclusive, because the luncheon keynote address by Marion Bergeson was not recorded .
However, this record of the event is provided as a resource to all Symposium participants .

The UCI Civil and Environmental Engineering Affiliates offer our sincere thanks
to all the Symposium speakers who volunteered their time and shared their knowledge on
this vital topic. These leaders are defining the problem and enlisting us all in an important
call to action .

Stephen G. Ritchie Professor
and Chair Department of Civil
and Environmental Engineering
University of California, Irvine

FORWARD

Terry J. Hartman
.~Iwtman, P.E .

UCI Civil and Environmental
Engineering Affiliates, and
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Welcome

Ralph Cicerone

Chancellor, University of California, Irvine

Welcome. This meeting has important implications, and I hope that we'll see the
interchange of some important ideas and facts. It's being held in a very pleasant setting.
This Beckman Center of the National Academy of Sciences and National Academy of
Engineering is ajewel of this area that unfortunately hasn't been used as well as it should
have been the last few years. The academy complex back in Washington, the NAS and
the NAE have asked us here at Irvine in fact to start to manage this facility, so we have
just started on behalf of the National Academy of Sciences and National Academy of
Engineering. NowUC Irvine will manage the Beckman Center . And the Beckman
Foundation will stay located here . The signs and NAS/NAE ownership will remain the
same but ourjob is to try to make this facility become more widely used in this
community for non-profit purposes and that includes all kinds of educational and
discussions like today, of course . So if you walk around today and you like what you see,
you can contact us later about trying to use the building for your own purposes later.

This symposium must be the first of its kind that the Department of Civil and
Environmental Engineering and the community Affiliates have held . I certainly haven't
seen anything of this scale before myself so it's very impressive and I want to thank you
for taking on such an ambitious task .

The Department does indeed have a very active group of Affiliates, and to be led
by the new president of the ASCE is really an honor in its own right. Bob,
congratulations on being elected to lead that society into the next century. It has a very
strong tradition of service and leadership in the United States .

California has several characteristics that force us to get in front on this issue.
First of all, we are a state that has seismic dangers . There are many areas in the state
where seismic activity has occurred in the past, where motions can now be measured and
are being measured and where we know full well there's going to be seismic activity in
the future . We shouldn't need reminders such as those of the earthquakes in Greece and
Turkey and Taiwan too because we have our own data . We can see such earthquakes
happening in California.

Secondly, you can just list several reasons why California should be out in front.
Look at our rate of population growth. We are growing the population of this state by
about 2% per year right now. Each year the mixture changes. Some years immigration
accounts for more of the population growth. Other years the birth rate accounts for a
larger fraction of the population growth. But we grow by six or seven hundred thousand



people per year and we're already at 34 million . We're headed for 50 million in the next
25 years or so. So that's another reason why we should be out in front .

Another reason still is that we are an advanced society . We have an enormous
amount of economic might and intelligence . We also have high expectations of ourselves,
of the business community, of the government. We should be a world leader and we have
the wherewithal to do it . So there are many reasons why we can and should be out in
front on this .

Last night I read something I found to be stunning . I want to read it to you. This
is a column that appeared 100 years ago, September 14, 1899 in a magazine, Nature in
London . It had to do with an Italian scientist-

One result of the rapid growth of seismology (that's the structure of geophysical motions
near the crust, the surface), is the suggestion of Dr. Mario Barrata that provision should
be made by insurance against the damage to buildings caused by earthquakes in certain
countries . He shows that since the beginning of the 17`h century, less than 40 earthquakes
have been responsible for more than 150,000 deaths in Italy alone . (150,000 deaths in
Italy alone) . Moreover, to take but one example, the great loss of life during the Asian
earthquake of 1883 was due to the fact that the buildings had already been damaged by
the earthquakes of 1828 and 1881 . (Dr. Barrata points out that) some of the conditions
that must determine the amount of the premium that should be demanded by insurance
companies, the most important of course is the degree of seismicity of the district, but
this would have to be modified by others, such as the nature of the surface rocks and the
character of the buildings . One advantage of compulsory insurance against earthquakes in
a country like Italy would be (and this is a very important insight) that partially damaged
buildings would be at once rebuilt or repaired and this would tend to diminish the loss of
life in the future .

I thought that was a stunning insight for one hundred years ago, that the sooner
we can get on with rebuilding, the more damage, destruction and death we can prevent in
the future .

I can recall vividly in December of 1988 that President Gorbachev was visiting
President Reagan in New York City . They were making great progress to end the arms
race and President Reagan and President Gorbachev were discussing to open up the
Soviet Union . But there was an earthquake in one of the southern provinces of the former
Soviet Union, Georgia . Twenty-five thousand people were killed and Gorbachev had to
cut short the meeting with Reagan and go back . The magnitude of that quake was exactly
the same as that of the Loma Prieta quake in the Bay area in 1989 where 242 people were
killed . The reasons were poor structural engineering, poor quality of materials and poor
cooperation from people who build things in Georgia. We're seeing it again in Greece



and Turkey and Taiwan . I don't know how many more lessons we need so we really must
get out in front .

The needs of California are indeed large though and we're going to hear from some
of the people who know them best in the next couple of hours . But they do of course
include the universities . We're looking at Tidal Wave Two now where the numbers of
young people coming out of our public and private grade school and high school system
are just enormous . There are reasons why the University of California is building a new
campus in Merced. There are reasons why the Cal State system is trying to expand and to
go to summer time operations . There are reasons why the community college system is
over-taxed .

Here at Irvine we now have about 17,000 students and we will probably be growing
to 26,000 to 30,000 students in the next eight to ten years . We're looking at an annual
growth rate of five to six percent just in our student enrollments . Our infrastructure is going
to be taxed . We need a lot more space, just raw space, to accommodate the classrooms and
the professors and their research, who will be teaching the students .

The good news though in a business sense is that the quality of the operation is
increasing at the same time the size is . And that's a little bit unusual for a business, so to
speak, to expand in volume at the same time its quality is increasing . So we're very pleased .

We do have a number of needs though that we're trying to find ways to finance
efficiently . An interesting example is that here in engineering we have a fairly new and
powerful sophisticated earthquake shake table that enables research to be done in a very
realistic way. For example, this shake table can reproduce, roughly speaking, a Northridge-
size quake, something that's in the realm of planning that all of us have to do . Nonetheless,
the facility it is housed in is just not up to the task and we're not realizing the full potential of
that shake table. So we have to get on with doing some building of our own.

Another large example . The Senate Bill 1953 which many of you know about is
requiring all hospitals in the State of California to submit a plan on how they're going to be
made seismically safe by the year 2001 and to do all the work by the year 2007/2008 . The
UC Irvine Medical Center is the highest level trauma center for this area . Now in the case of
a civil emergency such as an earthquake or other similar event, what is the one facility you
want to remain functioning? That's a trauma center. And we are not in a position right now
at all to certify that the structural integrity of that building is up to it, the main building at
UCI Medical Center . We're probably going to have to rebuild it or replace it completely.

So I could go on and on but this is one of the reasons why I'm delighted that I could
come here and listen to at least a couple of talks before I have to take off, but my



main purpose is mostly just to welcome you. We do have some of our own students here
today who are very impressed at the quality of speakers that they're going to hear . It's part of
their education I think to be able to see the professional and responsible side of the
engineering, governmental and business communities working together in a common
interest . So on behalf of our campus and this entire area, welcome. We were talking at
breakfast, Steve Ritchie and I and a couple of students - you never know a few months from
now when something important happens whether or not it came out of a meeting like this .
I've had a lot of fun in my career to look back on conferences I've attended and say, "You
know, I think that so and so went out and did something important because of what
happened at that conference." And I hope that in a few months we're going to be able to look
back to this conference and say, "Yes . It was these people who got together that day on the
edge of our campus who made these things happen." So let's go with it . Thank you.



Building a Legacy for the Next Generation of Californians

Gary Hunt

Executive Vice President, The Irvine Company Chairman of the Infrastructure Task
Force, California Business Roundtable Director of the California State Chamber of

Commerce Member of Governor's Commission on Infrastructure

Good morning Ladies and Gentlemen. First of all, I was wondering when you
produce a tape of this if you could please, after your very kind introduction of Ralph
Cicerone, just take the introduction part, and then say, "I'd now like to introduce Gary
Hunt," and send it to my mother. It would make her very, very happy.

First of all, I'd like to thank Terry Hartman for inviting me to join you this
morning. I have to tell you when he invited me to come to speak to a symposium on
infrastructure, it wasn't an earth shaking thought that came across my mind as far as
how exciting this was going to be. I couldn't quite figure out what I could talk about at
8 :30 on a Friday morning to a room full of hard-working individuals that would be
interesting to them in regards to infrastructure . Because quite honestly I don't think
about infrastructure every day or every minute of every day, but since Terry, extended
this invitation and I accepted, I started thinking a little more about infrastructure .

As a matter of fact, I just recently turned 50 years old and for those of you in this
room that share that great honor with me, you will be very familiar with what I went
through when I turned 50. I went to my doctor and I went through the 50-year old
physical which was a great experience in and of itself. For those of you that haven't
experienced it, you have something to look forward to . But for those of you who have,
you can appreciate the analogy to infrastructure . And let me simply say that my
infrastructure works fine in every regard .

I started thinking about the different processes that the human body goes
through and translated it to the daily lives of our communities and it's amazing the
similarities that do exist. My water filtration system is perfect. My water reclamation
system is great. The sewage department works fine . The neurons in my brain work
excellent and that especially came to light after I finished a very interesting debate with
my two teenage sons last night about boundaries . I got a very bad headache, so I know
my neurons had been hard at work .

So the good news is that I started thinking a lot about infrastructure and I was
astounded to realize how much infrastructure plays a role in our everyday lives within
just the context of our bodies, not to leave out the importance of infrastructure as a
critical component in our daily lives in regards to our economy. And it's in that regard
that I'd like to talk a little bit this morning. And what I'd like to share with you is some
policy thoughts on infrastructure . Let me state at the beginning I am not running for



office with this speech so you may think to some extent it might be coming from a
politician . It is not. It is my attempt to take a serious hard look at the policy issues that
we're facing in this state as it pertains to this issue.

First I want to thank the University of California Irvine and the Civil and
Environmental Engineering Affiliates for sponsoring this important symposium on
California's Infrastructure Challenge. It could not be more timely because I believe we
are at a critical juncture in our state's history.

Not since the 1950s as the economic well-being of the state rested so squarely on
the willingness of our citizens to invest in the future . The incredible economic growth
that has been California's good fortune over the last 35 years is a direct investment of
our parents' generation . Our generation, yours and mine, has been the beneficiary of that
investment . The affluence that so many today enjoy would not have been possible if our
parents had not been willing to make the sacrifices necessary to lay the foundation for
California's economic renaissance. As a matter of fact, and the Chancellor knows this as
well or better than I, had our parents not made that sacrifice this campus would not be
here today and we would not be holding this symposium in this room.

Evidence of the affluence that we enjoy is all around us . In fact, Orange County
mayjust be one of the best examples of all. Think with me for a moment about Orange
County. If we were to view our County as a city, we would be ranked number one in
quality of life among all U.S . cities . We rank fourth in the nation in median household
income. We rank fourth in the nation in percentage of households with incomes
$100,000 and above. We also rank fourth nationally in vehicle ownership. And we rank
first nationally in retail sales per household, but we also rank 13th in population growth,
and third in density. Our population is larger than 21 states . The County's economy
ranks 36`h amongst nations.

What are we doing with this incredible affluence? Are we like our parents
investing in our future? Will we leave a legacy for our children by building a strong
foundation for continued strong economic growth? The evidence seems to indicate to me
at least the answer to those questions is no . The baby boom generation, my generation,
our generation, has proven to be all too willing to spend on ourselves but quite unwilling
to make the necessary sacrifices to insure a bright economic future for the generations to
follow .

The greatest public policy mistake the voters of the State of California passed
was Proposition 13, not because it put a limit on the constant increase on property tax,
not because prior to the passage of Prop 13, people were losing their houses because of
the high property tax cost but because it put in place a mechanism, a two-thirds vote
requirement which basically allows one-third of the population of the State of California
to dictate the future for the two-thirds remaining citizens of the State of California and
to decide what the future of California holds. Now my sense from a public policy
perspective is one-third plus one should not be able to dictate the future policy direction



for the infrastructure needs of the State of California . It is bad public policy and we
today are suffering because of that .

Have you ever heard the expression, "Saving the corn seed"? In agriculture
parlance, we at the Irvine company know a little bit about that. We still have about
12,000 acres in active agriculture . It means that every year that a corn crop is harvested,
the first thing the farmers do is take some seeds and put them aside for next year's
planting . I want to talk about that grain in a cultural sense because in what I do and in
the things we see, the slick cars, expensive houses, cellular phones, car faxes, the get it
right now, because if we don't get it now we're not going to have it for tomorrow
mentality that exists to a large extent today. In every aspect of our lives, our generation,
my generation has been eating or is eating that corn seed . Eating it as opposed to doing
what our parents' generation did and what every generation did before them, which was
to set aside sufficient seed for next year's planting, providing a foundation for the next
generation .

The baby boomer generation has paid little heed to what was obvious to our
parents and this to me is a very important point, Ladies and Gentlemen, that an economy
cannot continue to grow and prosper without a strong infrastructure of roads, water
systems and schools to support that growth. And to achieve that degree of continued
development requires a sacrifice by one generation to the next, to invest in that
infrastructure ; because there is no one other than the people in this room. You know
better than anyone how long it takes to plan, design, build, and how hard it is to finance
the construction of infrastructure so that one generation may benefit from the sacrifice
of the previous generation .

Our parents taxed themselves to build a freeway system second to none . A water
delivery system to provide water to our cities and our vast agra business industry and to
help create the finest university system in the world. And this campus is one of the
members of that system. For twenty years or more of little or no investment has left that
great heritage of infrastructure investment, made by our parents, in a serious state of
decay and disrepair. This foolish neglect has resulted in over-crowded schools, a
deficiency and deterioration in our transportation system and a crumbling water delivery
system .

In fact, as we approach the new millennium we are faced with a crisis of such
magnitude that if not addressed soon, and I mean very soon, California's economic
future will surely be threatened . We see it in Silicon Valley . We see it in the greater Bay
area. We see it here in Southern California in the context of housing. We see it in the
construction of new school facilities . We see it in the water delivery system of this state.

Our highways are in disrepair and yet we rank 4e nationally per capita in per
capita spending on our highways . Over the past 25 years our population has grown by
50% yet spending on capital improvements between 1988 and 1993 fell from 20 cents
on the dollar to a nickel on the dollar today. This anemic level of investment in public
facilities can lead only to disaster .



The business community was one of the first to recognize the economic train
wreck looming before us if this lack of investment continued . In 1998 the California
Business Roundtable which is made up of CEOs and Chief Operating Officers of
California's largest 100 corporations formed a special task force which I chaired to
examine the problem and develop a comprehensive solution . This task force produced a
report that estimated our total capital facility's need at more than 90 billion dollars .
Today that number, as Sarah Catz will talk about later, exceeds a hundred billion . And
that number may even not be enough. As shocking as this figure is, it is probably too
low. To meet the need to finance this 90 billion dollars, the Roundtable estimated that
with a more favorable revenue picture, California would be able to issue at least 25 .3
billion dollars in new bonds over the next ten years . This bonding capacity along with
30 billion dollars in federal funds which are available to California provides
approximately 57 billion of the 90 billion dollars needed . The unmet demand then is
nearly 33 billion dollars . How do we meet this?

The Roundtable's report which we called "Building a Legacy for the Next
Generation" laid out a solid framework for addressing this component. First, we
recommended that a quarter cent of future existing sales tax growth over the next ten
years be invested in public facilities . By doing so the state makes an investment in the
future without raising taxes and it provides 11 .8 billion dollars over the decade .

Second, we would require a 50% local match for K-12 school construction so
that the locals and state become equal partners in providing school facilities . This
component of the recommendations has already been accomplished by the signing of
SB50. Further recommended the Roundtable's report that we leverage public and private
investment in public infrastructure by making better use of creative financing
mechanisms such as the California Infrastructure and Economic Development Bank. We
should also encourage developer design, build and transfer agreements for school
construction and take necessary actions to reduce allowable construction costs .

Finally, the Roundtable recommended that government be given greater
authority, and I know this audience will like this, to pursue entrepreneurial partnerships
for the development of public facilities . Contracting out is a critical, critical component.
If the state and the business community and the future is going to realize the type of
development in infrastructure in a timely manner that we need to stay ahead of the curve
as Ralph Cicerone and Bob Bein commented .

These recommendations taken together provide a comprehensive solution to
meeting our serious public facilities' financing crisis . It represents a balance between
bonding and dedicated tax dollars to meet the identified need . I was proud to have been
part of the Roundtable's efforts to provide a thoughtful approach to this problem . And I
believe that working together, the business community and state and local governments
can help insure that California is prepared to meet the challenges of the 2st century. But
the question still remains . It's clear to me that there are solutions to this problem . The
financing mechanisms can be put in place . The dollars are available . The capability to



solve the problem certainly exists but the question is - Will we as voters and taxpayers
be willing to make the necessary commitment of resources? Will we be willing to pass
new bonds or raise taxes where necessary to insure a bright future for succeeding
generations? If the recent past is any indication, there is significant cause for concern
with this issue .

While Orange County did pass a desperately needed sales tax increase to support
transportation spending in the early part of this decade, which many of us benefit from
today, and the economy of our County grows because of it, it took us three times before
the voters to get that sales tax increase . And Bob Bein was a key component in that as
were many of you in this room.

A 9 billion dollar school bond passed statewide last year but this year the
legislature could not agree on a crucial transportation finance package . The legislature
did place a 2 billion dollar park bond and a 1 .9 billion dollar water bond on the 2000
ballot but passage of these vitally needed bonds is by no means assured . A concerted
effort on the part of business interests, the environmental community and voters
throughout the state is going to be needed to pass the water and park bonds .

	

They
cannot fail . We can't afford it.

Probably most disappointing to me was the failure of the legislature to place a
constitutional amendment on the ballot to allow cities that had previously passed
transportation sales tax increases to renew those taxes with a simple majority vote rather
than the two-thirds majority vote now required . This vote requirement, Ladies and
Gentlemen, is a critical issue and it must be addressed by your association, by the
legislature and by the voters, and they must make a tough decision . Are we going to
change the two-thirds vote requirement to some number less? I'm not going to advocate
one number or another but a number that creates an environment where we can get
bonds passed and we can get on with the business of building infrastructure .

But, you know, we cannot simply blame the legislature for a lack of commitment
to infrastructure investment . And I have to say we can't blame the Republicans or the
Democrats alone in that regard . In this issue, there's plenty of blame to pass around on
both sides, let me tell you. The legislature and the elect reflect the views of an electorate
that does not demand investment in infrastructure . They don't demand it because they
don't understand it . And I think we as a business community, you as an association of
experts and professionals, and government people, have an obligation to step out and
begin explaining to the people of this state how important this issue is to them and to the
future of this state .

I think there might be some cause for hope . In recent polls taken by the Public
Policy Institute of California and others, it indicates that 60% of the public is
dissatisfied with the condition of our schools, highways and roads . 66% believe that the
decline of our public facilities has a direct negative impact on the quality of life and
economic vitality of the state . This growing public concern will hopefully lead to much
needed action, but 66% is still not two-thirds . And that is a huge hurdle .



As I mentioned, the business community has gone beyond expressing concern
and has begun developing solutions . Governor Davis has also recognized this and has
taken on this as a key priority in his new administration and you'll be hearing from a
lady who has been instrumental in laying the foundation for this, I believe, after my
comments. He appointed a high level commission to investigate the problem and
recommend action . The commission, of which I am a member, has made preliminary
recommendations that include placing up to a billion dollar general obligation bond on a
future ballot in developing a long overdue, long range capital facilities plan . I hope the
governor will do more . He has a tremendous opportunity in this area to exercise great
leadership and you in this room can play a role in helping him and his administration
and encouraging him to do that .

But I wouldjust conclude by saying that these hopeful signs will all be for
naught if our generation, the people in this room and your friends and the folks out there
that vote, is not prepared to make the sacrifices necessary to bring these initiatives to
fruition, we can no longer simply focus on the here and now. We must be willing to
invest for future generations of California . We must be willing to save the corn seed .
This will be the greatest gift we can give to our children and our grandchildren and the
future of this wonderful state that has been so wonderful to all of us in this room .

Thank you very much for this opportunity to speak. I appreciate your listening
and I look forward to chatting with you later . Thank you .



The Future of Infrastructure for California

Sarah Catz

Deputy Secretary of Transportation/Project Manager for the Governor's
Commission on Building for the 21st Century Board Member and Former

Chairman of the Orange County Transportation Authority

Good morning and thank you . Our immediate speakers have done a great job of
presenting the problem. I'm here today to say there's some good news. There's actually
people in Sacramento and throughout the state who are listening and there might
actually be some solutions in the near future .

In March of this year Gov. Davis issued an executive order establishing the
Commission on Building for the Twenty-First Century. This is the Infrastructure
Commission you've heard of. The Govenor named Lieutenant Governor Cruz
Bustamante and the Secretary of Business, Transportation and Housing, Maria Contrera
Sweet as the co-chairs . He also appointed about 48 commissioners throughout the state.
We have two here in Orange County, Gary Hunt and Don Koll and they help make the
commission a bi-partisan commission . Then the governor assigned everybody to one of
four committees. There's a Transportation Committee, there's a Facilities' Committee.
Facilities is basically anything with walls: education facilities, courts, housing,
hospitals, prisons, that type of thing. There's a Natural Resource Committee and there's
a Technology Committee.

I want to tell you a little bit about the chairs of the committee so you can tell a
little bit about the makeup of the commission . The Transportation Committee is chaired
by Jerry Hallsey who is an attorney in San Francisco and he's one of the newer members
to the California Transportation Commission . And the other chair of the committee is
Bruce Blanning who is head of PECG. I know the group here today is well-represented
by Celsoc . There's also members of Celsoc or I think there's members of Celsoc on the
committee but Celsoc has been coming to the Transportation Committee meetings and
is well represented there.

The Facilities Committee is represented by two chairs, Bob Baglenorth who is
from the State Building Trades Union up in Sacramento and Bruce Karetz, the CEO of
Kaufman and Broad. Technology is represented by some technology heavy weights. Jim
Galloway from Pacific Telesis and David Condit from AT&T. Natural Resources is
chaired by Keith Backpool who is the CEO of Cadiz Land Company. They have a lot of
water in the Mohave Desert . Mike Paparian, the other chair, is an executive in the Sierra
Club.

The first charge of the Commission was to put together a preliminary report in
May of 1999 . This was a very cursory report and when the governor first met with the



commission at the end of March, he said three things . As the commissioners go out and
do their research and make their findings, he wants to make sure that they keep in mind
that he's very interested in preserving the quality of life for Californians ; that proposal
grows the economy; and thirdly and very importantly that we live within our means. He's
very committed to not raising taxes so that's incredibly important . The report was issued
May 1 .

The second charge was to come up with a list of bonding and financing
recommendations by August 2°a because if there were going to be any bonding
recommendations for the March ballot, they had to be in by August so the legislature
could make their recommendations by September 10th. As Gary mentioned, two of those
recommendations that have been approved is out of the Natural Resources Committee
which Gary sits on . That's the 2.1 billion for parks and 1 .1 billion for water.

The Facilities Committee did recommend 750 million to a billion for affordable
housing. There's a lot of concern about affordable housing for middle income citizens .
The Transportation Committee recommended 500 million to a billion for what they're
calling urban transportation. The governor is very concerned about congestion and
getting the commute smoother . This committee felt that if we could put some money into
urban transportation, alternative modes of transportation, the commuter corridors for
inter city rail and making some incremental rail improvements, we would start seeing
improvement in congestion .

The committee was very supportive of what Senator Burton was doing. There
was some talk or it looked like Sen. Burton was going to recommend 8 billion dollars in
bonds for the November election of next year and the committee's recommendation was
in concert with this . It wasn't in opposition to this . There was some talk in the newspaper
that it might have been the opposite, but the committee was extremely supportive of
what the Senate was doing.

The Commission has recently formed a Finance Committee and in June the
Commission heard from a number of financial experts regarding various alternatives to
bonding because as Gary mentioned, we have a certain debt capacity that we can't go
above. So we have to look at alternative ways to finance. Of the methods they're looking
at, a lot of it is in the transportation area . I don't know if you're familiar with any of it .
Some of these methods are Garve Bonds, Tiffia, public/private partnerships and
leveraging .

So what's going to happen now is that the committee is going to try to gather a
ton of information over the next 14 months and come up with a capital infrastructure
plan by December 2000. This is going to take a lot of meetings, a lot of work. Right now,
the commission is trying to hire a consultant. The Lieutenant Governor's Web site is very
up to date as to when and where the meetings will take place.

I know one of the things they really want to do is get a hold of all the
stakeholders . There are so many stakeholders out there. So many people have an



interest . So many people have thoughts and they want to make sure they get their arms
around all those stakeholders and make sure the stakeholders come to the table and make
their presentations. And that's very, very important to the commission . They see this as
all-inclusive .

There are a lot of groups that are also very interested in putting together a
study. You heard that the California Business Roundtable already had a study and
from that study I think this commission has really taken off. The Public Policy
Institute is also
putting together an infrastructure study. And I just met with the Los Angeles Economic
Development Corporation and they've put together a critical infrastructure committee.
That committee met three weeks ago and they're very interested in the entire Southern
California region putting together its own infrastructure report and then taking that
recommendation to the governor's Infrastructure Commission . I think it's very important
that all of you who have an interest in this get involved with the L.A. Economic
Development Corporation's study because that's one way that our region can have an
input.

I wasn't going to talk about this but Gary's speech kind of got me going. SCA 3
is the Constitutional Amendment to have the voters decide if our transportation sales tax
should be extended by a majority vote . That would have put billions of dollars into our
economy and into our transportation infrastructure . It needed a two-thirds vote in the
legislature to pass . Not one Republican voted for it, so it died . Sen. Burton who, as you
know, is kind of spear-heading this whole thing felt that the polls are showing that so
many people in California want to see transportation infrastructure improvements that
this is really going to hurt the Republican Party.

My six months in Sacramento taught me a lot about real government. I just
can't impress upon you enough how important it is that our legislators and our public
officials hear from all of you . You're all here at 8 :30 in the morning. You're obviously
very committed to this . You have to become active even if that means sending an e-
mailjust once, sending a letter, making a phone call . Our legislators will listen . They
think right now since they are not hearing from you that they're doing what you want
them to do. If most of you are from Orange County, we have almost an entire
Republican delegation . They have to hear that it means something to you. And this
issue is going to come up again in January.

It may not be SCA3 anymore. In January, I urge you to get involved . I just
plead with you to get involved, I don't know if you all know who your legislators are -
do all of you know who your legislators are? If not, we can help you find out who they
are (I hope all of you are registered to vote). I just think it's really important that you get
involved and you call the local office or Sacramento office . You don't have to make the
toll call to Sacramento if you don't want to . But you can either e-mail your legislator and
I'm talking about both your assembly member and your senator and get on the phone and
just talk to the person who answers the phone and say who you are. Give them your
address and say this is very important to you . If they start hearing from people, they
actually may change their vote . I did a lot of work in Washington, D.C. and I know that
a



lot of members of congress look at their piles of mail before they vote . And if the yes
votes are this big and the no votes are only this big, they will vote yes .

This is such an important issue to the infrastructure of our state and to our
County that you can't hold back. You have to sit there and you have to get on your
computer or your phone and get that message across to your legislator because right
now they're thinking that they're doing what you want them to do. And I have a feeling
by your being here today that when they voted no two weeks ago, that that wasn't what
you wanted . So I know that's a little bit off the topic but it's a related and I really urge
you to get involved.

I wanted to mention a couple of other groups that are getting involved in the
infrastructure equation . Obviously the Orange County Business Council who I think is
one of the sponsors here today and I know Gary is an active member of that group. And
there are also a lot of universities . Harvard is doing a national infrastructure study . And
I really think what's important is that all these groups get together via Teleconference or
in a face to face meeting and see what everybody is doing and see if there is some
duplicity and maybe how each group can help the other group . I think that would be a
great way to get further in our process .

I'd be happy to answer any questions . I'll be around for a while and again,
thank you and thank you for caring about our infrastructure . It's so important, please get
involved. Thank you.



ASCE Infrastructure Report Card

Larry Wade

Zone IV (West Coast) Vice President, American Society of Civil Engineers
Principle Engineer of Hammond, Collier & Wade-Livingstone Associates

It is indeed a pleasure to be here . I'm glad to be alive after an experience about
three weeks ago . I'm not here to necessarily give you good news or bad news . I'm
really here to hopefully report on the factual statistics of our nation's infrastructure .
And as I was preparing this, I reflected upon the infrastructure in my own city, City of
Seattle, the State of Washington and also California . And I think that our states truly
reflect a lot of what's happening in our nation . You know, it varies as we go across the
United States . In the East Coast they have been in business a lot longer than we have
out here in the West Coast but I think that the problems are very similar . In my
opinion, the infrastructure is a reflection on the standard of living and the health of our
economy . And I think as our infrastructure deteriorates, I think it does affect our
standard of living and certainly affects the economy.

Eleven years ago the National Council of Public Works Involvement graded the
nation's infrastructure and at that time the grade given was a C . ASCE for reasons
unknown to me, other than maybe we want some positive publicity for a change, ended
up grading the nation's infrastructure in 1998 and we added a couple of categories . We
added schools and we broke up the roads into roads and bridges and we also had a
category for dams which the previous study had as water resources.

Basically ASCE concluded that not much had happened in the ten years since
1988 to 1998 . There were some modifications yes, but there were also some
degradation in areas . This is a comparison of the grades . On the left-hand side is the
ASCE's report card. On the right-hand side was the report card by the National Council
of Public Works ten years earlier. ASCE's average for the ten categories was a D and
we also concluded at that time it would take about one trillion dollars to fix the nation's
infrastructure over a five-year time period . We also reported that this would require a
new public-private partnership of which you'll be hearing about throughout the day
today. The grades from ASCE's standpoint starting with an A was an exceptional .
There's no A's up there . B is good. There's no B's up there. C is mediocre . D is poor
and F is inadequate .

I think the important thing is how you develop grades not the actual grades
themselves; however, I think just looking at it that it tells us that our infrastructure is
not in the best of shape . And you can argue whether it's a C, D, C-, C+ or whatever but
we have some problems with our infrastructure . And I think we're aware of that . Now,
not everyone was happy with ASCE coming out with this report card . We received a
lot of criticism from AWWA and the Water Environment Federation as well as others .



How the grades were determined by ASCE? There was a panel of experts . These
people are notable experts in the civil engineering field . One of them was Charlie
Parthum of Camp, Dresser & McKee out of Boston . Charlie was a past president of
ASCE. Another person was Dr. Michael Walton. He's chair of ASCE's transportation
policy or was at that time . He's also chairman of the University of Texas at Austin .
Virginia Valentine was another one from ASCE's Zone IV and Virginia was chairman
of the infrastructure policy and she has expertise in water resources . She also worked
for a consulting engineer and is currently the manager or administrator of the City of
Las Vegas .

Robert Chuck was chairman of the National Water Policy. He's from Hawaii. He
was Bob's opponent for president-elect of ASCE this year but Bob Chuck also had
served as president of the American Water Works Association . The last person that was
in the grading process was Conrad Keyes . Conrad was chairman of the National
Environmental Policy of ASCE. He's a principal engineer with the U.S. International
Boundary Commission involved in the U.S . and Mexico water decisions .

The ten categories that ASCE evaluated were based upon condition,
performance, capacity and funding . The information that was used to establish the
grades was not made up . It came from several sources . Those included the GAO,
General Accounting Office, FAA, AASHTO, The Federal Highway Administration,
NCARC, which is the National Civil Aviation Review Committee, EPA, and AWWA.
And I think that those are recognized sources of statistics and information to grade the
infrastructure .

Let's reflect on each one of the grades that were given . First in the case of roads .
Roads was given a D- and we can say that although passenger and commercial travel on
our highways have increased dramatically in the past ten years, America has really
seriously been under-investing in needed road and bridge repairs . And we're failing to
even maintain the sub-standard conditions that we have today. This is a dangerous trend
that is affecting highway safety as well as the health of the American economy .

More than half of America's urban and rural roadways, 59% are in poor,
mediocre or fair condition according to the Federal Highway Administration . Sub-
standard roads and bridge design and pavement conditions as well as outdated safety
features are a factor in 30% of the fatal accidents on our highways today .

America's personal and commercial highway travel continues to increase at a
faster rate than the highway capacity and our highways cannot sufficiently support our
current projected travel needs . More than 70% of our peak hour traffic occurs in
congested conditions . The investment needed just to maintain our current conditions is
263.7 billion dollars over the next five years or 52.7 billion dollars a year. In addition,
it will take something like 18 billion dollars a year just to start improving conditions .

From our bridge standpoint, bridges were graded a C- . A total of 182,000 of
the nation's 581,000 bridges or 31% are rated structurally deficient or functionally
obsolete by the Federal Highway Administration . A structurally deficient bridge is
closed or restricted to light vehicles . A functionally obsolete bridge has older design
features .



Although not safe for all vehicles, it cannot safely accommodate current traffic
volume, sizes, and weights . It will require 80 billion dollars to eliminate the current
backlog of bridge deficiencies and maintain current repair levels .

In the mass transit area, investment has improved the level of transit service
and some conditions for bus facilities and rail infrastructure, however, this has come at
an expense of other categories in mass transit . If nationally we fail to adequately invest
in transit, the level of service will suffer . This can lead to increased traffic congestion
and air pollution and impair the nation's welfare to work program since these low
income people are the ones that use our mass transit systems to a great extent.

The level of transit service has risen in a ten-year period from 1985 to 1995
and more cities are served by rail transit and bus service that extends out into the
outlying areas than what we had before . The number of rail and other vehicles has
increased to keep up with the service growth and in lots of cases we have added a light
rail system, particularly in the West Coast. I believe Los Angeles, San Diego, Portland
have added light rail service in the recent years . On the average, 20% of all bus and
23% of all rail vehicles are in deficient conditions . An average of 38% of rural and
specialized vehicles are in deficient conditions. 21% of the rail tracks still requires
improvement to reach a good condition .

Maintenance facilities, nearly 48% of the buildings, 65% of the yards remain in
fair to poor condition . Signals and communication equipment deteriorated from 28% in
the fair and poor condition in 1984 to 46% in 1993 . The investment needed just to
maintain our transit system's current condition and performance is 7.9 billion annually
over the next five years . And it will take an additional 12 to 14 billion dollars annually
to maintain and improve the conditions of performance . Currently local investment
averages only 5 .4 billion dollars annually in recent years so the current investment is
several billion dollars below what it's going to take just to maintain the level of service
that we have today.

In the area of aviation, it was rated as a C-.

	

Although U.S. aviation is in fair
shape, it faces extreme peril in the near future without reorganizing the FAA and
without investing in airport facilities and air traffic technology . Increasing air travel
without significant updates and expansion threatens our economy, our personal safety,
our travel time and translates into higher ticket prices . Passenger travel in the United
States is expected to climb 3 .9% each year from 546 million in 1997 to 827 million in
the year 2008 . This increased air traffic will lead to gridlock as early as 2004 or 2005 .
United States will need ten new airports the size of Chicago O'Hare just to meet these
demands. Aircraft delays of 15 minutes or more are 18 .9% higher in 1996 and they
appear to be getting longer. Those of you who do a lot of air travel can probably
understand that there is far more significant delays today and it just keeps increasing.

Twenty-two airports are seriously congested and that number will rise to 32 in
the next ten years . The NCARC also has warned that there will be a large airline
accident every seven to ten days in the year 2010 if air travel increases and the airline
accident rate



remains at the current levels . And that's just mind-boggling to me that every seven to
ten days they're predicting a large airline accident within about ten years if we don't do
something . The investment needed is 60 billion dollars for airport development and
reconstruction over the next five years .

Schools rated an F. Many of the nation's 88,000 public elementary and
secondary schools are in sub-standard condition and need major repairs due to leaking
roof, plumbing problems, inadequate heating systems and other system failures .
Fourteen million children are being taught in school buildings needing significant
repairs to restore them just to good overall condition . One-third of our schools need
extensive repair or replacement . Sixty percent of the schools have at least one major
building feature in disrepair such as leaky roofs or crumbling walls . More than half
have unsatisfactory environmental conditions . Forty-six percent lack electrical wiring
to support computers and communication technology . Almost fifty percent of our
schools do not have the wiring to allow us to get to the computer age . It will cost 112
billion to repair, renovate and modernize America's school facilities . Total annual
construction renovation spending since 1991 has remained between ten and twelve
billion dollars for K-12 schools .

	

America needs to build 6,000 new schools at a cost
of 60 billion to accommodate the three million new children that will be added in the
next ten years .

From a drinking water standpoint, drinking water received a grade of D. The
water quality has certainly improved in many communities since the Safe Drinking
Water Act of 1986 but insufficient investment and updating distribution and treatment
systems as well as inadequate efforts to protect surface and ground water sources still
pose a public threat and a health risk . Every year about seven million cases are
recorded of moderate water-related illness in the United States . More than sixteen
thousand community systems, 29% were out of compliance with the Safe Drinking
Water Act and I believe one of the major newspapers earlier this month reported that
probably about 90% of the violations are never reported . I was in the hospital at that
time and I didn't read the article but I just read it the other day and I think it was U.S.
News.

Much of the infrastructure put in place over the past several decades now needs
repair, replacement and expansion . Twenty years ago I think we did a good job of
bringing new facilities on line but those new facilities have now been in operation for
twenty, twenty-five years and there's a need to reinvest and upgrade of those facilities
because of wear and tear on them.

EPA has estimated that the investment needed for waste water systems is about
138 billion of which 76 billion is infrastructure improvement right now to protect
public health . Our water and transmission distribution systems require the largest
capital investment of 77 billion . So the largest emphasis is in the distribution and
transmission area .

Waste water is a D+. It has been 25 years since Congress enacted the Clean
Water legislation . Back then many of the rivers were a little more than just basically
open sewers . Dead fish washed ashore . Our wetlands were disappearing . In some cases



our rivers were burning . And although the quality of our waters has improved greatly,
we still have a long way to reach acceptable water quality levels . And I think that
we're also raising the standard daily in this area, and trying to keep up with the raised
standard has also created problems . Nearly 60% of our rivers, lakes and streams are
safe for swimming and fishing compared to 40% in 1972 . So we have done a good job
there . We have increased it . Much of the infrastructure put in place over the past
several decades now needs repairs as I indicated . The EPA has estimated that the
investment needed for waste water treatment systems is roughly 140 billion over the
next 20 years . There's a need for 2000 additional treatment plants necessary by the
year 2016 to meet expanded treatment goals . Cleaning up contaminated groundwater is
still a problem and the estimated number of contaminated ground water sites runs as
high as three hundred to four hundred thousand sites . And a cleanup for those sites
could cost up to one trillion dollars over the next thirty years .

Today the leading cause of most of our or water quality problems is the non
point sources . I think we've done a good job or certainly have tried to do a good job on
the point sources but non point sources is lacking . From a dam standpoint, dams are a
critical part of our infrastructure . They supply our water supply, power generation,
flood control, irrigation and so forth, but many of our dams are beyond their life span
and in desperate need of repair . Inadequate spillway capacities are the most common
deficiency and the major cause of dam failures . Officials estimate that thousands of
dams are at risk of failing or are disasters waiting to happen. One fourth of all dams
are more than fifty years old . In the past ten years there have been more than 200
documented dam failures . Approximately 9,200 regulated dams nationwide are
considered in high hazard . 2,100 regulated dams are considered to be unsafe . That's a
lot of dams that are stretched out throughout the United States that are in unsafe
condition . Every state has at least one major hazardous dam. North Carolina, for
example, is the largest which has 874 unsafe dams.

In the solid waste area, the grade was C despite efforts to recycle and reduce
the amount of waste generated . We continue to produce millions of tons of solid waste
per year. States and municipalities are running out of room for our waste and
communities continue to oppose landfill sites . Although landfill has become safer
through new technology, ground water contamination is still a problem in landfills . We
generate approximately thirteen billion tons of solid waste which includes two hundred
million tons of non hazardous municipal waste per year. For the first time, our waste
per capita has declined . It's projected as a decrease from 4.4 pounds per person per day
down to 4.3 pounds per person per day by the end of the century . Even with this type
of reduction, the municipal solid waste will increase from the 200 million tons to 218
million tons by the year 2000. According to EPA in 1991, the expenditure for
managing our non hazardous solid waste was 18 .4 billion dollars and the cost was 8 .4
billion dollars in 1972 . Seventy-five billion is projected for the year 2000 to manage
our solid waste. Many more products could be redesigned and packaged in ways that
we could reduce the waste. Packaging is one area that we really haven't concentrated
on. We've tried to look at the end product rather than how we're generating that to
begin with .



From a hazardous waste standpoint, the grade was D . More than 530 million
tons of municipal and industrial waste generated in the United States are classified as
hazardous waste. The price tag for super fund for cleanup programs is an estimated
750 billion that could easily reach one trillion dollars over the next 30 years . EPA
identified approximately 8,000 sites initially in 1980 . By 1992 that number had grown
to 37,000 sites . Today there are about 1200 sites on the national priority list and that
expected number is to grow to about 2,000 in the next several years. Only 423 sites,
32% have been removed as construction completed .

There was a paper written in the Public Works Policy discussing why grade the
infrastructure, how we arrive at grades and so forth . Somehow we need to get the
message across to our politicians, to our citizens within our states and communities the
status of our infrastructure .

	

And I think that there's no better way of doing that than
grading our infrastructure.

Willard T. Price, from University of Pacific, did a peer review of ASCE's
grading and he questioned the policy in several areas . For example, he questioned the
service level saying that the public in various communities will accept a different level
of service in one community versus the other . So how do you account for that? He also
questioned how you rate risk factors Some communities are willing to take more risks
than other communities . And he also said that a grading system based upon capacity is
not all agreeable to all users . He also questioned whether there's a crisis in
infrastructure . You heard earlier this morning, I think Gary indicated that, and used the
word crisis, and I'm not so sure that there's a crisis in infrastructure but we certainly
have a problem in our infrastructure .

He also brought out that the ASCE grading was really a grading of Public
Works directors and I really want to put that to rest . I think that all of us in Public
Works and infrastructure, we're all part of the system . Certainly ASCE's grading was
not a grade given to Public Works' directors . They by themselves cannot solve our
infrastructure problem . We're all into it from elected officials, engineers, Public
Works' officials and so forth . He suggested that we clear the air on terminology, that
we determine service quality measures, that we calculate the risk to the users, that we
get a consensus on the needs and that also a grade varies by region. Does ASCE and
the nation's engineers have an interest in infrastructure? You bet we do. And also
government officials, Public Works' employees, educators, pilots and the general
public we serve, all have an interest in the infrastructure .

Just to touch a bit on the future of civil engineering as it relates to
infrastructure . I think in the future we'll find that we'll have to educate our civil
engineers more into retrofitting projects, not just strictly designing new projects . But
how do we retrofit? How do we add additional lanes on to our highway systems? How
do we add additional capacities to our pump stations and so forth? I think we'll have to
educate them also on how we rehabilitate existing facilities . How we line pipes? How
we do things like that to improve the conditions of the infrastructure that we already
have in existence . We'll have to develop the civil engineers as overall project manager.
We will have to use



sustainable development. We're seeing a lot of sustainable development where we're
reusing materials today, where we are running out of natural resources, aggregates and
so forth that are in short supply and particularly in our urban areas. And we'll have to
educate the engineer and all of us on methods of refinancing.

I think that if you look back and reflect, at least in my career when I first
graduated, there were all sorts of give away federal programs, all 90% money and about
any infrastructure you wanted was a 90% match. That money went away and I think for
about a ten or fifteen year time period that our municipalities and special purpose districts
and so forth didn't know how to reinvest in the infrastructure. And I think it took about ten
years for all of us to regroup and say - Hey, the federal money is not coming back . We've
got to find new ways of funding these projects . They're wearing out every day. It's not
going away . If we have growth, somehow we've got to come up with new ways of
funding. I think we still need to come up with news ways of funding transportation and
other methods, other parts of our infrastructure . I think also we're facing a lot of
municipalities that are bumping up against a bonding limit. There's only so much debt that
the municipality can take on and it's great that we've got all these problems but when
you're up against that bonding debt, our hands are pretty well tied as to what we can do.

I would like to just close with this, ASCE has also published a guide to
developing a regional report card and this guide is intended for our local sections and
branches and so forth to grade the infrastructure on a regional basis . And I'd like to
point out that anyone can get this . If you see me afterwards, I can get your name and
get one to you but I think the important thing is, it's not only ASCE grading the
infrastructure, I think we need to combine ASCE with local coalitions, local groups of
business, government and so forth in combining a grading of our infrastructure and
getting it out to the public so that they can make some decisions as to what they want
to do about it . And with that, I'll close and be available for comments throughout the
daY. (applause)



Rebuilding Southern California

Bill Goodwin

Chairman for the Southern California Chapter of Rebuilding America President-Elect,
American Public Works Association, Southern California Chapter Regional Director of

Public Works for PSOMAS

Hello everybody . I see a lot of familiar faces out there . I'm glad to see that, but
seeing a lot of unfamiliar faces is really even more exciting . This is a very important
forum and I'm very pleased to see such a distinguished group of people attending .

My agenda for today is to describe Rebuild America and call for
accountability and action to save our infrastructure . I would like to let you know who
makes up the Rebuild America coalition and especially who is part of Rebuild America
in Southern California . It's people like you in this audience . In fact, many of you in the
audience are part of Rebuild America. We hope to provide to the community at large
and to those of you that aren't currently involved a reason to become part of this
rebuild coalition .

We're proud to have Sarah Layton here, she's the executive officer of APWA
National and has come from Washington, D.C . to join us . Sarah Layton, would you
mind standing just for a second so people know who you are?

	

Sarah is the one who
really helped Kimo Look and I to get rolling on this . Kimo is the co-chair of Rebuild
America Southern California and he has really been the impetus behind getting this
thing rolling . I believe that without Kimo we wouldn't be here today.

So what is Rebuild America Coalition National?

	

It's a coalition of over 60
national firms with a commitment to reversing the decline in America's investment in
the infrastructure . Kimo and I bought into that. They had a commitment to making
infrastructure investment a national priority . We thought, well, why don't we make it a
regional or even a local priority . That became our focus .

As you can see, the national steering committee is very diverse . We haven't
attained that diversity locally, but that is where we're headed and where we want to be .
The National Committee includes homebuilders and the conference of mayors.
National has members you would expect, such as engineers and architects and people
like that, but what's important is that you find other groups are getting involved . The
community at large needs to become involved for this to really be successful .

What is the National Coalition doing? They did a nationwide poll of public of
knowledge and support for infrastructure . One of the things that they did that got the
movement rolling was to issue a watershed report in 1996 . The title of the report was
Quality of Life, the Unspoken Promise, a Casefor Infrastructure Investment . This
report had similar findings as the ASCE report card . It documented the need for us to
start



investing in our infrastructure, because it was crumbling. Our nation's infrastructure is
a multi-billion dollar investment and we're just letting it go, letting it fall apart. It was
really a call to action and APWA National adopted a policy statement in September of
1997, which asked the chapters to start considering the Rebuild America effort and
getting involved .

Initiating and influencing federal legislation is very important. Local Rebuild
America decided that if we can start influencing policy makers at a local level, then
maybe we can extend our influence to the state level. The other speakers that are here
today are wonderful because they are taking the message to the state level. Rebuild
America National was influential in the passing of TEA-21, a multi-billion dollar
transportation funding legislation. TEA-21 debate also raised the awareness of our
crumbling infrastructure in general at the federal level.

The chairman of Rebuild America is Philadelphia Mayor Rendell. He is a very
good spokesman for the group. He is willing to travel to help start new groups. There is
a Video Media kit, "Rebuild America Now" which stresses that time is running out.
The kit has a national emphasis, but we can adapt it to local use. It's available, and it
gets the message out very well . Also, and probably one of the most important things in
today's technological world, Rebuild America has a web page,
www.rebuildamerica.or~ . I encourage you to look at the web page and see the current
activities of Rebuild America.

So now, what is Rebuild America Southern California and who are we? We are
attempting to mirror the national effort both in our membership and influence .
Currently our steering committee is made up of cities, counties, and SpeCl81 dlStl'ICtS .
Special districts have been a great addition because they have already initiated asset
evaluation and management . I'll talk about this a little bit later.

At present, the private sector participants are mostly engineering firms, but we
are reaching out to non-engineers to join this organization . For instance, we are seeking
participation by advocacy groups . We believe, for example, that one group having a
great stake in California's infrastructure and in maintaining and taking care of it, is the
environmentalists . A lot of these groups are starting to realize that if our sewers are
leaking, the leakage gets into the storm drains and eventually we must close the
beaches.

Rebuild America - Southern California is growing throughout the region . The
most active APWA chapters right now are in Los Angeles and Orange Counties . San
Diego is definitely getting a program rolling, and the Inland Empire is aware of the
issues . APWA Southern California also has a web page, but it is in the development
stage.

Our organizational structure is meant to be inclusive. We want to include just
about everybody that has any kind of a stake in our infrastructure . APWA has stepped
forward to volunteer to be the coordinator and distributor of information. We will lead
the initial charge and keep the group focused in a general direction, but we expect input
from other groups to influence where we're headed and what we're going to be doing.



Sub-committees have been created to gather data on what's happening in the region and
for analyzing that data. We're then going to move forward with communicating the
results to the public .

This next slide presents the crux of my talk . I want to focus some energy on
accountability and action . I attended an APWA national conference in Denver this week
and events there completely changed this talk .

Kimo and I have been working for the past year trying to determine where
Rebuild should be going. We've talked with many of the Directors of Public Works and
City Engineers in the area . We started off as a PR group . We thought, we'll just tell the
community that "we need to spend more money on infrastructure ." We soon found that
we didn't have anybody behind us . We realized that we needed an action plan, not just a
message. We found that California has been doing a pretty good job with investment in
major streets and highways through the CTC (California Transportation Commission)
and other groups, but what's happening with the rest of our infrastructure? What's
happening with storm drains? What's happening with parks maintenance? What's
happening with building maintenance? How do we get quantify the need? The group did
a needs survey and we contacted Blake Anderson from the Sanitation District . We
found that the Sanitation District to be well ahead of our group. They had already
determined the value of their assets and the cost of preventative maintenance. They
were trying to make their assets last longer . The district's input has been valuable, and
been focusing enough on including special districts . So now we're reaching out more
and more to these different groups .

At the APWA national convention, the message was incredibly strong, that asset
management is where public works stewardship is headed. New Zealand and Australia
started asset management five years ago. Both nation's had passed federal mandates that
local agencies must identify their assets and determine if they are servicing the
community at the proper levels . They asked themselves if there was a better way to do
it. How can we make sure we're spending the right amount of money?

One reason America may now be looking at our infrastructure is that the
economy is doing well, crime is down, thank goodness, and the public has time to look
around. They feel a little safer and they're visiting their parks. They're taking those
morning walks, and they're realizing - "Wow, this street and drainage was in better
shape when I moved in." They visit the park and they think, "Wow, this equipment is
dated and I don't even think it meets today's ADA standards . Why doesn't the city fix
the sidewalk in front of my house where the roots have lifted up the sidewalk ." You
know the kids love it because they go zipping by on their skateboards and go flying
through the air, but grandma is having a little trouble walking to her car parked on the
street .

So what has happened is that the public is becoming aware that there is a
problem. And their first thought is - "Who is responsible? I'm going to talk to that
Public Works Director and find out why he hasn't been doing his job." But pretty soon
they start realizing, that we're all responsible. We've all neglected our streets and parks.
We



refused to pay any additional local taxes. We've only made demand, demand, demand:
to paraphrase President Kennedy said . "Ask not what your community can do for you,
but what you can do for your community." (He, of course, said "Nation") . I think that
message is very appropriate today and applies at the local level.

As our communities age, we put greater demands on an old infrastructure, at the
same time, environmental goals become more strict . It was alluded to, I think by Larry,
(ASCE Report Card) that with water quality and storm water, we keep finding new
things to prevent or clean up.

The cost of clean is getting greater and greater. But we must also consider the
cost of abandoned water supplies or closed beaches. Huntington Beach recently
experienced that . They went through a couple of weeks where their beach was closed
and they lost millions of dollars to their economy. So we can't just turn and look the
other way. As research goes forward at universities like UCI, we are also finding better
ways and more efficient ways to clean up pollution, so we're able to implement the
cleanup.

So far, we've addressed statewide recognition of infrastructure neglect, new
health standards and research that's being done . To embrace accountability, then you
must consider Citizens Advisory Groups. The first time you hear about them you think,
"Oh boy, another night meeting, another conflict." But Huntington Beach, for instance,
has used them for real assistance . These Citizen Advisory Groups learn about the
problems . They go and tell their neighbors what the reality is, what the facts are. And
pretty soon you have a community that's saying, "We want something done" rather than,
"Why are you guys spending more of our money?" So, encourage Citizen Advisory
Groups to get involved .

A special kind of Citizen Advisory Groups is the Advocacy Groups, groups like
Heal the Bay and Surfriders . These groups can become real advocates if we can educate
them and help them. You know, it is a challenge, though, to help them see balance,
because many times they feel the only solution is no more growth. That may not be
possible, what we need is better growth, better planned facilities .

The item at the national conference that really changed my whole speech was the
sessions introducing the Governmental Accounting Standards Board Statement No. 34
(GASB34) . Kimo had found that New Zealand had initiated asset management . They
had developed a three-ring binder describing the process. It's like a cookbook on how to
determine the value of your infrastructure, and the proper maintenance investment. But
we were wondering, how America would become interested in an asset management
effort . Well, the accountants did it for us . How often do you have a financially-driven
regulation that's going to get the accountants coming to public works asking, "How
should we better spend our money? How can we make your priorities our priorities so
that we don't get in trouble?" It's very important to the finance director of every city to
earn a plaque each year that he can show the council that says, his financial reports are
complete and correct. GASB34 will be implemented in the years 2001, 2002 and 2003,
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depending on the size of your city . It requires that each city will determine the value of
its assets . The city will then either take depreciation, which makes the value of the
community assets go down, or show that you're spending the right level of preventative
maintenance dollars to keep the value of your infrastructure up.

The bottom line is that this approach explicitly says that you need to have an
Asset Management System. The Asset Management System should : A. "Have an up-to-
date inventory of eligible infrastructure assets ." So first we must inventory all of our
eligible assets . B . "Perform condition assessments of the eligible infrastructure assets
and summarize the results using a measurement scale." Next, since you now know the
total value of your assets, you must now factor in the condition of those assets . Are they
in good condition, fair condition, or poor condition, and how does the condition affect
the value of that assets . And then thirdly - C. "Estimate each year the annual amount to
maintain and preserve the eligible infrastructure assets at the condition level established
and disclosed by the government." At the conference we learned that the government is
your local community.

So what's kind of neat about this whole standard is that it comes back to local
control. If your local agency says - "Hey, we don't mind a few potholes in the street"
then that's your local standard and you state, in writing, that you don't mind a few
potholes in the street . Basically, you set a local community standard for what is
acceptable to your community. Based on that, the community agrees to start funding the
preventative maintenance to keep it at that level. This is wonderful. I mean, when have
we ever had a mandate that says the community must spend money on infrastructure?
It's always been ignored in the past . So the public investment in infrastructure will
finally become something that cannot be ignored, because it won't affect you and I as
Public Works officials as much as it will affect our City Councils . It will affect the
Finance Director and it will affect the community's bond rating.

Who is the GASB? They're not a governmental agency and so it's not a law. So
why do we care? They are the group that provide the rules for certifying financial
statements . If your financial reports follow the GASB rules, and your city is in strong
standing, you get a better bond rating . You then qualify for lower interest when you go
out for financing, a very critical issue for any public agency. So, although they usually
do it to us, I think this time they did it for us . I was so excited about this that I wanted to
make sure I changed the whole message to emphasize it .

Okay, time for action . The neat thing is that we're not alone. Australia and New
zealand started this five years ago. And what they have found is that funding for
infrastructure has increased in every municipality, in some cases dramatically . Some
that were totally ignoring their infrastructure are now spending five, ten, even twenty
times as much on the infrastructure .

The other neat thing is that they've taken a more business like approach to
making their infrastructure decisions. Decisions are now based on maintaining a service
level rather than just maintaining an asset because it already exists . For instance, they
gave a



great example about a bridge that they had always tried to maintain . It was now about
ready to fall apart and they were going to replace it, at a high cost to the community.
They evaluated how many people lived in the neighborhood that it served and
considered an alternative route that, granted, was longer for those in that neighborhood .
They did a cost/benefit analysis including such cost factors as the cost to drive around in
lost time, gas expenses, etc. versus the whole community funding a new bridge for these
people . Based on this analysis, it was decided by the entire community that the bridge
was not necessary . It was a slight inconvenience, but it wasn't really reducing the
service level that the community had agreed to . And it was actually quite well accepted,
even by the residents that lived in that neighborhood because taxes wouldn't go up to
build a marginally necessary bridge . So a more business like approach began to evolve .

Has anyone locally addressed this issue? Huntington Beach has. Bob Eichblatt
gave a great presentation at the national conference and I have got some of his handouts .
The program is called an Integrated Infrastructure Management Program. Huntington
Beach took this challenge on in 1995 and, with the involvement of a Citizens Advisory
Committee, the assets were inventoried and valued and priorities were set. They set up a
certain group of items that they called lifeline, or crucial facilities within the city . Those
of course are the ones that are going to get the biggest emphasis .

They did a comparison of the cost of deferred maintenance, basically doing
nothing or doing very little, versus the benefit of preventative maintenance and
extending the life cycle of the asset, whatever the infrastructure asset might be . And
Bob had these great graphs that showed you could extend the useful life by five, ten,
fifteen years out before you had to do another big capital investment. It's real dollars for
future generations. 'Inter-generational equity' was a term that the Australians brought
up, and I thought it was great. We can't just keep passing the buck to our children and
our grandchildren. We've got to face up to it right now, and this is a great way to do it .
Council people now have something they can understand to make a decision that
addresses a twenty-year horizon. Rather than, the short term, the four-year or eight-year
horizon that is important to getting elected again.

What about our Rebuild Southern California Asset Value and Maintenance Level
Survey? Well, we got a lot of responses back, but they were incredibly inconsistent and
incomplete . When we first looked at them we were very disappointed . But the more we
thought about it, we thought -"Well, we have a reason to exist then, don't we?" If
everybody was already doing it right and had the same common terminology and
everything wasjust flowing great, you really wouldn't need a Rebuild America Southern
California.

So we are going to focus on networking, research and sharing of ideas. We'll be
the clearinghouse for all these cities, counties and special districts to send their
information to . We will develop common terminology. We will help each other generate
standards that we would recommend as minimum community standards. If one city
wants to go to a higher standard because they feel they can commit the resources, that
would be their decision . But we will try to help them figure out a minimum standard of



maintenance so that they don't deteriorate their infrastructure and their asset down to
nothing. We will share creative ideas so that we can build on each other's experiences. I
think that will be very valuable.

What can you do? That's what we always like to ask. Well, Kathy Ryder of URS
Greiner Woodward Clyde put this information/registration card together for us . It's
really excellent and I hope everyone picked one up . It gives you a good overview of
who we are. It has a tear-off at the back that you can just drop in an envelope and mail
back or you can fax it directly to Kathy. We would like you to get involved .

So first ofl; we ask you to recognize the impact of infrastructure neglect on our
economy. Please realize that you're in good company, and that we're not the first to
think of this . The California Business Roundtable and The Governor's Commission on
Building for the 21" Century are already active . Just take a walk around your own
neighborhood and look around and you'll realize that there is a real need . Become a
stakeholder. Every one of you has an influence circle . Each of us should influence our
influence circle and let them know that our crumbling infrastructure is a real issue and
something that they should consider and invest in . Being a stakeholder is not just getting
the word out. We need your diverse experience . With GASB34, Rebuild America needs
financial aid and political experience, in addition to engineers. We need everybody
involved so that we can set priorities, define lifeline infrastructure, and make more
responsible decisions for the community. This is no longer an engineering problem. As I
look at it, it's a community-wide opportunity. We finally have something where we can
get everybody in the community working together to find solutions for how we're going
to operate in the future . We need political, financial and technical expertise.

The last thought I'd like to leave with you is to think long term . As you've
heard, the last time we made huge investments in our infrastructure in the 'SOs and early
'60s . We've taken 30 years to let that deteriorate . So what we need to do is not say -
"Gee, we got to fix it all tomorrow." We just have to come up with a strategic plan that
says - "How are we going to dig ourselves back out of this?" and make a commitment to
it and don't let ourselves be deterred . We must support accountability and action . You
now know Asset Management as one tool, one buzzword. I've seen some others, but
Asset Management I think is really a good one that covers the whole issue. Then, of
course, please join Rebuild America. So use your pen and fill this card out. You can
even leave it with us today. Thank you very much.



County Government Perspective

Jan Mittermeier

County Executive Officer

Thank you very much for inviting me here today to talk a bit about the
County's responsibility for the infrastructure of Orange County and some of the
challenges we'll face in the future as we try to meet those responsibilities .

Your County government is the regional planning agency for Orange County. .
And the Board of Supervisors has a major responsibility in the construction and
maintenance of the County's entire infrastructure including flood control, arterial
highways, regional parks, airports, harbors, beaches, landfills and County buildings .
Those County buildings include a lot more than office buildings . They're jails, juvenile
institutions and the shell and core of our court system .

In keeping with our partnerships with the community, we look to cities as well
as other local government agencies, special districts and regional agencies to work with
us to address our infrastructure needs. We work collaboratively with all of our partners .

Funding for our regional infrastructure comes from a variety of sources : state,
federal and our own local general fund sources . Most of the County buildings,
however, including jails, juvenile institutions and courts, have to compete with other
County needs for our limited general fund resources . The general fund is the most
restricted of County funds . It's funded primarily by property taxes. Of the property tax
generated in Orange County, we only get to keep a mere seven percent . That is a result
of a couple of things . With the downturn of the economy in the early '90s, the state
shifted a lot of those property tax funds to the schools to relieve pressure on their own
general fund . As a result, we have a very constricted general fund that doesn't grow as
fast as the infrastructure and other needs grow .

Some of our infrastructure projects include, for example, the Santa Ana River
Mainstem Project . The projected total cost to that project is $1 .3 billion including the
construction of the Seven Oaks Dam which is 100 percent completed, the raising of
Prado Dam which is scheduled for completion in the year 2000, the lower Santa Ana
River Channel construction which is about 90 percent complete, and Santiago Creek
which is scheduled for completion in 2004.

The Santa Ana Mainstem project results from a cooperative agreement
between Orange County, the Army Corps of Engineers and the Counties of Riverside
and San Bernardino . It will provide increased levels of flood protection to more than
3 .5 million people within this three-County area . Orange County is responsible for 93
percent of the acquisition costs for all the land and easements, and the relocation of
utilities . We bear the largest portion of the cost because, of the three counties, our
population receives the



most flood protection. We've expended about $200 million at this point,and we expect a
total price tag of $400 million.

Our entire Orange County Congressional Delegation has been instrumental in
helping to secure the funding for this key project. Loretta Sanchez has been particularly
helpful as a liaison with the current administration in Washington . Congressman Ron
Packard chairs the House Appropriations Sub-Committee and he's been instrumental in
making sure that about $28 million was included in the current appropriation bill for this
project. And this includes $5 million for the Prado Dam section.

The San Joaquin Hills, Foothill and Eastern Transportation corridors were
infrastructure improvements on which County agencies originally helped develop the
vision and performed the early planning . We partnered them with our cities to create a
Joint Powers Agency that resulted in the current Transportation Corridor Agency
(TCA) . We also helped the TCA with some of the funding of its early capital projects .

The County also helped generate the developer fees by establishing major
thoroughfare and bridge programs . We also have the regional flood control system
which is part of our responsibility . In 1987 the County prepared a countywide
deficiency study that identified that the regional flood control system needed about a
billion dollars in improvements . Each year our Public Facilities and Resources
Department updates its five-year regional flood control and capital improvement plan.
The information they prepare is reviewed by a countywide committee that includes
public works officials from cities in addition to our County staff . They review a backlog
of needs and prioritize those needs based on anticipated revenue and anticipated flood
threat in the project area .

We now allocate approximately $10 to $12 million annually to accomplish
flood control system improvements and to mitigate known regional flood control
deficiencies throughout the county . Since 1987 we have accomplished more than $150
million in regional capital improvements, not including the Santa Ana River Project. By
participating in National Flood Insurance Programs Community Rating System, we were
able to qualify Orange County residents within the flood plains for a reduction of up to
10 percent in flood insurance premiums. As an ongoing goal, the County looks for
projects that would lend themselves to federal participation and that would enhance our
funding options. As an example, the County has entered into agreements with the Army
Corps of Engineers to obtain funding for qualifying regional flood control
improvements, such as the Laguna Canyon Channel.

We're also participating in watershed planning studies which are sponsored by
the Corps of Engineers to determine what kind of projects should be developed. The
studies are focusing on Newport Bay, San Diego Creek, Aliso Creek and the San Juan
Creek watersheds and are going to explore federal funding for habitat restoration, flood
control and water quality improvement projects . As development occurs, the County
works with developers to ensure that areas are free of flood hazards. It is also our goal to
make sure that infrastructure improvements are required as conditions of any
development in the county .



In collaboration with our cities and the local, state and federal agencies, the
County has helped develop programs and actions to meet requirements of a National
Pollution Discharge Elimination System in compliance with the federal Clean Water
Act. Two important aspects of that responsibility are public education and interaction
with the construction industry . We work to communicate to discourage dumping trash in
the storm drain system. It's a truth, I think, that was pointed out by one of your earlier
speakers. The ocean is our front yard . We see the evidence of that in the problems now
being experienced by Huntington Beach. What we throw out of our homes, our yards
and our garages can end up in our waterways and in our ocean. So we have to educate
the public and we have to look at long-term measures to prevent that sort of
contamination of our oceans .

The County is the lead agency in the Newport Bay watershed to implement
requirements of the state-mandated total maximum daily load allocation on sediment,
nutrients, pathogens and toxins from our watershed. The waterways of Orange County
are an important aspect of our quality of life and we want to be active participants in
ensuring the continued use of these areas.

We also participate and are responsible for a number of road improvements .
Southern Californians spend a surprising amount of time on the roadways, particularly
when you compare it to other areas in the nation . Whether we're commuting from a
reasonably priced neighborhood to where ourjobs are or we're simply taking a vacation
to enjoy the view from behind the wheel of our car, the roads, their condition and their
safety are very important to us .

The County began about 10 years ago to spearhead one of the most successful
road projects funded by developers . County staff negotiated agreements with 11 major
landowners to fund road improvement and planned expansions totaling about $250
million. The project was known as the Foothill Circulation Phasing Plan and it
encompassed the area of Foothill Ranch, Mission Viejo, Lake Forest, Coto de Caza,
Portola Hills, and Rancho Santa Margarita . Two of the newest examples of that program
are Antonio Parkway and Crown Valley Parkway.

Another significant project in which the County has taken the lead is the Laguna
Canyon Road improvement between the 405 Freeway and El Toro Road. We're working
with CalTrans on the project that has an estimated cost of $34.3 million, and we expect
construction to be completed in 2001 .

To keep the roads in optimum condition, we have a computerized pavement
management system that allows us to monitor road conditions and to schedule necessary
work. It helps us stay ahead of degrading road conditions . One of our long-term
challenges in this area, however, is to find ways to enhance the fairly static source of
road improvement funds. We hope to make a difference here through lessons we've
learned from restructuring: the benefits of cost efficiencies and the prudent spending
plans that can make funds available for programs with limited budgets and high level
priority .



However, you can only stretch that dollar so far . I'm going to talk a little more about
that shortly.

Annual damage from storms to the interior waterways continues to divert
funding to repairs that could otherwise have been spent on capital construction to
improve the hundred-year flood protection . It's a fact of life that we face each year in
which we have an above-average number of storms .

The County's inability to maintain a schedule of preventive maintenance on
County buildings is a sometimes invisible side effect of the bankruptcy and the pre-
bankruptcy economic downturn . We now have a backlog of work that includes a variety
of projects ranging from improving handicapped access to asbestos abatement .

Last fiscal year, the Board of Supervisors adopted a seven-year deferred
maintenance program that prioritizes projects and allocates funding. In the first year of
the plan, 1998-1999, the Board allocated $41 .2 million to the program; this year the
budget allocation has climbed to $82 million . To help us manage these buildings and
facilities, our Public Facilities and Resources Department is now undertaking the
development of a new planning tool similar to the pavement management system I
talked about earlier . Hopefully, with that sort of computerized mapping system as a
starting point, we can inventory all our buildings, the repairs that we're doing on a daily
and weekly basis, and develop a plan to maintain those buildings so we can prevent
future deferred maintenance problems . We're currently in the process of issuing a
request for qualifications to hire a firm to come in and help us develop that planning
process .

Another part of the County's responsibility is our regional recreation program .
Part of the infrastructure needs and our responsibility for regional planning is associated
with recreation opportunities for county residents . One of the infrastructure components
that we negotiate on a regular basis with developers is for regional parks . The county
has a total of about 38,000 acres of park land within our park system and nearly half of
that came from property dedications from landholders in conjunction with development
entitlements . Other park lands such as the Irvine Regional Park in upper Newport Bay
were gifts to the County. Upper Newport Bay Regional Park is currently in the $5
million Phase I construction process .

To construct our 10,000 foot Nature Science Center in Newport Bay called for
a diverse group of partners . Funding has come from a variety of sources : more than $1
million from private donations, $2 million from redevelopment agency funds, $800,000
in state grants ; and we have a cost sharing and co-planning relationship with the City of
Newport Beach for our bike trails in that area .

So what are our challenges in meeting these obligations? Well, the bankruptcy
has already been mentioned and I think I'm going to have to mention it again because
this is an area that contains hidden costs to the County. We did get out of bankruptcy
without increasing taxes, but we didn't get out of it without a cost. Part of the cost is a
switch in funds that would have been dedicated to infrastructure and now is directed at
paying



down bankruptcy debt . Funds that would have been used for OCTA's bus system -- $38
million dollars annually for the next 20 years -- was transferred by legislation to the
County to help pay for the billion dollars in bonds we had to take out. In return, $23
million annually in road funds that would have been used for new roads and new road
infrastructure now goes to OCTA to help make up for some of that loss . In addition to
that, millions of dollars a year come from Harbors, Beaches and Parks from flood
control and from redevelopment agencies . That's $12 million a year that the County
doesn't have for infrastructure in those areas .

We have tried to help alleviate some of those problems through our restructuring
and through finding ways to make ourselves more efficient through aggressively seeking
federal and state funding for projects . But again, you can stretch your dollar only so far.
So it's going to remain a challenge for Orange County as we try to move through the
next 10, 15 or 20 years to ensure that we don't let our infrastructure degrade as a result
of these bankruptcy-related obligations. In addition to the monies being transferred out,
there were losses in all these funds as well . Losses that are scheduled to be paid back
over a 20-year period if the funds are available. And some may never get paid back .
That money is gone forever.

To help address that, the Board of Supervisors has pledged to use proceeds
from bankruptcy-related litigation to take out about $300 million of the billion dollars of
bonds that were necessary to emerge from bankruptcy . In addition, we expect to receive
tobacco litigation funds that the Board can also allocate . Assigning those funds to
infrastructure needs and other of the Board's top priorities is a path I'm advocating . The
Board will make an important public policy decision about the usage of those funds.

We must be aware that we can not expect any new tax dollars to allocate to
infrastructure requirements . I believe that we are currently keeping up with needs, but as
we move more and more rapidly into the future, costs will escalate and we must find
creative ways to find the funding necessary so our infrastructure doesn't deteriorate.

As with other counties across the state, we are faced by obstacles to overcome
in meeting and planning for infrastructure needs. At the County of Orange, we
believe that the road to success lies in the development of creative and mutually
beneficial
partnerships as well as in effective and efficient planning and implementation . And
that's the road we plan to take .

Thank you.
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ADVERTISEMENT #2 (FILM)

Financing Infrastructure Projects

James Lebenthal

Chairman and Chief Executive Officer, Lebenthal & Company Vice
Chairman, Rebuild America Coalition

"Sure it could be shorter or fatter or curvier but you gotta love what it does.
Draws 60,000 workers a day to paying jobs right here in the Port of New York and New
Jersey and sends them home at night the richer for a day of work . You see the Twin
Towers of the World Trade Center . I see two giant economic pumps built by the tax-
free bonds I sell . I'm Jim Lebenthal. Love my towers, love my bonds."

"TV - Great Scott. It's built by Bonds Lebenthal .

J.L . : You see just a sewer. I see great public works down here built by the tax-free
bonds I sell . My thoughts aren't paper. They're tunnels and waterworks, the nuts and
bolts that make New York work. But that's not why you buy my Lebenthal New York
Bond Fund . You buy it for money interest income free of New York City, State and
regular Federal income tax. Love tax-free money. Love my sewers ."
ADVERTISEMENT #3 (FILM)

J.L .

	

Myjob is easy . I just have to make you love the subway and the tax-free bonds I
sell that built it. Take her. It's way, way out. With the subway 50 minutes door to door .
This guy deals in millions and takes the subway. 3.3 million riders a day, she always
finds a seat and the lovebirds split up every morning, get re-hitched every night, the
richer for a day's work . I know because they all work for me and they got here by
subway. Lebenthal. Love my subway. Love my bonds."

Okay, okay, thank you. I love advertising. I love advertising and I am an ad
junkie . My favorite headline of all times is - "Does she or doesn't she? Hair color so
natural, only her hairdresser knows for sure ."

Now Clairol did that ad campaign when coloring your hair was regarded as a
rather tardy maneuver . And the use of home colorings required the cooperation of the
hair care industry and hairdressers, and ingratiating the hairdresser into that - "Only her
hairdresser knows for sure" means that the user of Clairol's hair tints was going to
continue going to the hairdresser and the hairdresser wouldn't bad-mouth the product.
And that was a brilliant, brilliant ad that worked on many fronts .



Now in more modern times, I think that ad was about thirty odd years ago, in
more modern times, I love, "Got Milk?" When you think about it, what that has done is
to create an awareness of the product and to accelerate its acceptability among older
people. It was interesting to hear Jan speak of the practical consequences this morning
of the Orange County Bankruptcy and what this has meant as far as the reduction of
available funds for necessary infrastructure and paying the price for that action some
four years ago? We had a problem in the municipal bond industry a few years ago.
Gosh, time flies . When I say a few years ago, it was 22 or 24 years ago, the New York
City crisis, when you could not mention at least in the east, in New York City, the
word, "municipal bond" without getting a horse laugh, without the crows up on the
wire going, "Caw, Caw, Caw." Here's another film commercial which shows how we
addressed that problem.

ADVERTISEMENT #3 (FILM)

TV Commercial

"(Music) At Lebenthal, we see tax-free municipal bonds as the workhorse of
investments because, after 200 years, eight wars, four depressions, twenty recessions,
and now one city crisis, the municipal bond is still building our cities and towns and
still paying the kind of tax-free income no bank can give you. At Lebenthal we still
believe in America's workhorse."

So by finding an advertising surrogate, a symbol for virtue and industriousness
and goodness, the workhorse became our company's logo and made it possible to hold
our head up in public . Our firm had sold a lot of New York City bonds. We had undue
concentration in them and this was how we stayed alive. We're in municipal bonds. I'm
not going to talk about municipal bonds. I'm going to get to the real business at hand
which is the projects built by bonds, but I am going to be talking about advertising as a
way of short-cutting the whole process that this meeting is about.

I want to tell you one more problem that our firm has faced. After 70 odd years
as a solely municipal bond firm, a few years ago we diversified into asset allocation,
managing risk by truly diversified portfolios of bonds and stocks that don't all move
together in lockstep . So here is how we have introduced the fact that we now sell bonds
to stock buyers and stocks to bond buyers .

ADVERTISEMENT #4 (FILM)

"(Male Voice) Show me what your portfolio's got.

(Female Voice) I'll show you what it hasn't got. Think about this . Stocks go up
and down . Bonds go up and down. But I'll show you that you can manage risk by
combining certain stocks and bonds that don't tend to go up and down together .

(Male Voice) Show me what your portfolio's got.

(Female Voice) I'll show you what it hasn't got and send a proposal just for you



(Female Voice) You're in for an education ."

Okay, now let's get down to business . You, Ladies and Gentlemen, are
engineers. You're in the business, if I am not mistaken, of converting your intellectual
capital into physical capital -now listen to this-- to serve an ever growing population .
That's what it said in the invitation . You have an enlightened self interest in trying to
influence the allocation of resources to the works of infrastructure that you design and
build, just as I do to bring those messages to the public about the good that the bonds
do. I'm not an altruist . I'm acting in my own enlightened self interest .

So what I would like to do with engineers today is to get you to put on your
purple shirts and your Nike's and your baggy jogging pants and imagine . I want you to
be creative, creative in a way that normally left-brain people don't have to be creative .
I want you to imagine that you had an ad budget and decide how you would create
awareness and public acceptance of infrastructure investment as good public policy.
Now the job has been made easy for you, as our earlier speaker Bill said, "Rebuild
America Coalition has done a survey ." And that survey has indicated - now hold on to
your hats Orange County Proposition R devotees - that the American people are
willing to pay an additional 1 % in taxes, or at least 80 odd percent of them are for
better schools ; 74% for waste water treatment and pure water ; 62% to be able to fish in
local waters, and so the numbers go. That's a nice way of saying, "Cleaning up the
stream." Those numbers are out there so we're not exactly swimming upstream .

There is an awareness, a building awareness, of infrastructure and a willingness
to do something about it, so the survey indicates . And that's good because of good
advertisement - I'll just give you a little lesson in advertising . And how would I know?
I'm just a client .

	

What do I know about advertising? But I do believe that a good
advertisement, and a good sales person deals in incontrovertible truths, doesn't joust
with windmills, but a deals with existing beliefs and presently-held values. And tries
to set no new goals . This isn't revolution . This is advertising . This is selling . Neither
you nor I have the ad budgets to change people's goals and values. All we can try to do
is implement what Americans already desire, the fulfillment of the American dream,
which is not just your own house . It's broader than that . It is a dream of betterment in
every way, each generation doing better than the previous generation .

Roads that leap over obstacles to traffic and commerce, transportation systems
that make just in time inventories more efficient . Mass transportation systems that
bring people to work on time and home again, the richer for a day of work.

	

Solid
waste facilities that plow our leftovers in this land of plenty back into useful form .
Facilities that make life better for everybody in one, several, or all of four ways . One,
provide an amenity of life, cleaner, faster, purer, cooler, prettier, safer, healthier . Two,
take care of a necessity of life-soil conservation, waste removal, water supply . Three,
prevent or repair damage we've done to the environment . Four, improve productivity .

Now, some of you may be saying, "Uh-oh, here comes the dull stuff,
productivity, economics . And I know how you feel . I was at a seminar on long run
trends in the U.S .



economy. And a speaker was making the observation how twenty years of information
technology had yet to contribute to the numbers on productivity growth. And another
economist sitting next to me muttered, "What difference, the growth drops right down to
the bottom line, quality of life ." For me, that was an epiphany. Ever since then,
economics to me is only about quality of life : warm coats, hot meals, good jobs, clean
air, pure water, pleasant surroundings, not being afraid to walk down to the corner at
night. Economic fulfillment of the individual and more boats rising on an incoming tide .
That's what economics is to me. More pie for everybody.

We in the business of creating capital, me in Wall Street, you in engineering, are
redeemed not just by the part we play in paving runways and laying track and digging
roads and bridging rivers, spanning canyons and getting people to work on time, but by
our ability to improve the economy and make the well-off better-off and the poor well-
off, to build a better life for everybody. And with improved productivity, bringing more
goods and services out of the economy, everybody moves up a peg.

Now the title of my speech, I see, was "getting the funding" . I'm not going to
talk about actually getting the funding. You know why? I'd be through in 30 seconds.
We just raised in New York several billion dollars at a finger snap to bail out LILCO and
create - the money is there. There is no problem with money. It's just getting the public
to say, "Do it ." So I'm going to talk about getting the horse up to the water. The drinking
part really is easy . It really is easy because they'll do that by themselves .

So I want to talk to you about my world on Wall Street and the vantage point I
have from the center of my own little universe in public finance. I see me and others who
raise the money as a hand that simply turns the wheel, a wheel that converts savings into
investments that become subways and sewers, schools and roads, and improved
productivity and create jobs and incomes and make the economy grow and spin off more
incomes and savings that improve the standards of living for all Americans so the
process repeats itself in a non-ending process of sow, reap, invest, save, invest, sow and
reap .

There have been books written on the limits to progress and the limits to
prosperity. I say that when you invest in the right projects, progress is unlimited, and that
if it is limited, everyone of us in this room, I at 71 and those of you who are younger,
will be long gone .

	

We have a long way to go before we reach the limits of progress in
sustainable growth.

When my firm was offering $2,000 zero coupon MUNI bonds at discounts of a
thousand dollars and less, we put up these posters in the subways: "ONE THOUSAND
IN. TWO THOUSAND OUT. PAY NO TAX." Got a call . A man called and said, "Saw
your poster in the subway. Put a thousand in . Get two thousand out and pay no tax. How
do I get the thousand?" I didn't have an answer, but I do now. By someone else saving
and the investment of those savings in better tools of production that give rise to jobs,
paychecks and more savings for everybody.



Now, what is the mechanism by which improved productivity translates into
rising standards of living in an ideal free economy? And you're right, here does come
Productivity 101 . I'll make it snappy . Output per hour rises . Costs fall . Lower prices
reach out and tap a new layer of demand at 99 cents a dozen for people who couldn't
afford eggs at $1.01 a dozen . Workers benefit partially as consumers but demand-
driven expansion requires more workers that were made redundant by the productivity
gains, which is precisely what's happening now in our economy . Firms may have to
pay higher wages to hire new workers but the rise in wages is not inflationary because
the firms do not have to raise prices in order to pay the increase . When this system is
working well, they pay it out of the reduced costs due to productivity gains .

As it is with oil rigs and ocean-going platforms and metal legs and work lights,
computers and machine tools and high speed elevators, overhead cranes and forklifts,
so it is with investment in infrastructure . You put a dollar in, you get more than a
dollar out . Productivity is the sine qua non for raising a country's standard of living .

In the private sector, I will admit it is easier. Investment decisions are based on
estimates of return on investment . It is more difficult in our sector, in the public sector,
where return on investment doesn't always occur in observable dollar terms but in
some concept of non-financial return . There's a problem if the public is dubious
already about construction delays, dry holes, sinkholes, tunnels to nowhere - I try to be
representative and cover everything going wrong with infrastructure in America ; I
would've included Denver International Airport, but that's turned out so beautifully that
I've taken it off my list . And more particularly annoying to me is that beeping yellow
back hoe on the side of the highway . One guy behind the wheel beeping and three guys
giving backup instructions . If those negative images are to continue, then public works
will seem like just another government spending program.

And that does bring up a further ramification of the problem, the denigration of
government . And in the name of getting government off our backs, undoing sixty odd
years of New Deal activism, what could be a more conspicuous manifestation of
government than public works? Less government translates into less infrastructure .
And for the moment in our culture and the world's cultures, infrastructure investment is
caught in the middle of a battle over what Daniel Yergin and Joseph Stanislau called
"The Commanding Heights" . Who will control the world's economies and the
allocation of its resources? Free markets or governments?

Now we have a vision of ourselves in America as rugged individuals . I want to
show you another vision of America where rugged individualism just isn't enough:

ADVERTISEMENT #5 (FILM)

"This is the "spaghetti bowl" in Chicago, where the Eisenhower, Ryan and JFK
expressways all come together . Down there is the America of common needs -
scraping and re-paving roads, lighting streets, laying sewers, moving commuters,
putting up housing, highway safety, pure water, toxic waste, homelessness, health care,
drugs, crack,



crime. That's what I see out of the airplane window when I either arrive on my coast or
your coast, the problems that face us as communities. We rugged individuals have
physical community needs which infrastructure has to fill . And rebuilding America is
not even on the agenda, our survey notwithstanding."

Those of you who have heard me speak have heard this next line for twenty
years. And I love saying it, that merely mouthed word, "infrastructure" . It sticks to the
roof of the mouth like peanut butter on white bread but there is no level of human
concern in America, race, economic fulfillment of the individual, fairness, equity, social
justice, competitiveness, raising the national spirit and raising standards of living that is
not addressed, attended to and ameliorated by the contribution that infrastructure makes
to our well being.

Now the problem is, you purple-shined characters at the ad agency, you geniuses
on the 32~a floor, separated from the really important guys, the account executives, you
creative people can't say that in an ad. You don't have the readers' consent to bend his
ear with a lot of self-serving gab. You have to mainline your message into the very core
of the public's being, like a poem that makes people feel it, see it, hear it and get it for
the very first time . As I've said, a good ad deals in incontrovertible truth. It reaffirms
presently-held values . It seeks no new goals . It implements existing goals and strikes a
nerve, pushes a button that evokes a leap of logic without the intervention of any further
persuasion .

Now don't sit there thinking of headlines. Don't do that . You're the client and the
client's job is to make the genius who does write the headline understand the consumer
benefits in what you do for a living . Remember, this is a definition of what you in the
infrastructure business do. You construct the physical facilities which support the day to
day activity of our whole society. You provide the means and the distribution of services
and resources, the transportation of people and goods for the control of nature, but more
and more for balancing nature's needs with sustainable economic development and
growth.

Now that's the problem, the pedantry of bricks and mortar. Listen to how they
talked about infrastructure in the 1930s. This is David Lillianthal, a New Dealer. talking.
"Today it is builders and technicians we turn to, men armed not with the axe, rifle and
bowie knife, but with the diesel engine, the bulldozer, the giant electric shovel, the retort
and, most of all, with an emerging kind of skill, a modern knack of organization and
execution . When these men have imagination and faith, they can move mountains. Out
of their skills they can create new jobs, relieve human drudgery, give new life and
fruitfulness to worn out lands, put yokes upon the streams and transmute the minerals of
the earth and plants of the field into machines of wizardry to spin out the stuff of a way
of life new to this world."

Yes, we have to play the numbers game for the budget honchos and the policy
makers and we have to make the numerical connection between infrastructure
investment and return on investment . And those numbers do exist. According to a study
done for



the U.S. Dept. of Transportation, the return on investment on highway construction in
the 1950s and '60s average 35 percent a year. The average return on highway capital
over the past 40 years has averaged 28%/ But we have to put the case for infrastructure
investment in people terms.

I rubbed my hands in glee when I came across this in Productivity and American
Leadership, a book by economist William Beaumall . "Nothing in the long run is as
important for economic welfare as productivity growth. Productivity growth provides
the resources to improve the status of society generally . Education, environmental
protection, widespread public health care are most easily financed out of the yields of
productivity growth. This is particularly so because, in an economy whose productivity
is growing, an increase in the outlays on such social spending can be paid for entirely
out of the increment in output that productivity contributes, hence entailing no offsetting
reduction in personal incomes and governmental expenditures ."

There is your human connection between bricks and mortar and quality of life,
and I'll express it as a mathematical formula. Infrastructure equals productivity equals
more out of every dollar you put in equals higher standards of living equals quality of
life .

Now suppose we could capture on film the feeling of what John Robling was
talking about when he was selling Brooklyn on the idea of a bridge to New York . "This
structure," he said, "will forever testify to the energy, enterprise and wealth of the
community which shall secure its construction ." As the 276-foot masonry towers went
up in 1875, and they were the tallest structures in America at that time, one look was
enough to restore people's faith in what man could do. Just like America's giant step for
mankind in space. Suppose with awesome cinematography we could romance the
rebuilding of America, not then but today. Water Tunnel #3 in my hometown comes to
mind, a subterranean wonder of the modern world that has got to be the engineering
equivalent of the pyramids and great cathedrals . It's a veritable chartres or Notre Dame,
a 60-foot high, 600-foot long temple being raised to the control of nature or actually
being dug, if you will, 220 feet below Van Cortland Park in New York City . Or pictures
of digging out the big dig, the central artery project in Boston, a work on a scale
comparable to the Panama Canal taking place right in the heart of the city while life
goes on all around it .

And there's an image that fills me with awe. I stand underneath the Verrazano
Bridge and gaze at that ribbon of concrete and steel that just throws itself across the
narrows like a gymnast's ribbon . Suppose the spectacle of all of this achievement that is
so monumental in man, the digging, tunneling and building could be conveyed in a
thirtysecond television commercial . Let's really gussie it up. Let's set it to the music of
Ray Charles singingAmerica the Beautiful. Let's put in on TV and let's suppose the only
spoken words at the end were, "America, it's going to be a great country once we get it
built." What do you think audience reactions would be?



Well automatically one reaction would be, "What do you mean, going to be? We
already are a great country." Look what I've just done at a finger snap. I've called
patriotism into play . You know, I sat there and looked at the American flag over here in
the corner . I'm old and the American flag still fills me with passions that I don't get
when I look at the flag of Ecuador or any other country and I then think of how those
people must feel about their flag . Patriotism is not exactly front of mind but it's there.
It's in the heart. It's in the bosom. It's part of the jingoism maybe. What do you mean,
"Going to be a great country. We are a great country. We're the dominant world power,
damn it . And what do you mean, "when we get it built." It is built. Yes it is built. The
Los Angeles aqueduct was built in 1913. The Brooklyn Bridge was finished in 1883 .
New York City's water system has been in place for a hundred years. But everybody
knows there's a truth there, an incontrovertible truth that the job of building roads and
tunnels and bridges is never finished . Dig we must . Who can deny it?

A good ad pushes a button . It strikes a nerve. The audacity of the future tense -
"It's going to be a great country" plays on the resonance between what one assumes to
be true and the conditional way in which the truth is being put. "America, it's going to
be a great country once we get it built." Think of that hitting you during the World
Series right between crucial innings. What would a conclusion of somebody be? What
would the conclusion be? The conclusion is going to be, "Build it. Build it . Let's build
it ." Yeah, agreement, consensus. That's what an ad does. That's all it can do is get you to
nod your head in agreement.

Well okay so who says, "Build it ." Well I can think of several and try not to
make eye contact with any particular one, but I can think of several public and private
organizations who comprise "Rebuild America" . We, every one of us in this room, have
a civil and self-serving interest in building the 853 billion dollars worth of infrastructure
that's required to cure our physical, capital deficit. Who can afford it? Who can afford
it? The American Dairy Association spends 48 million dollars to ask you if you got
milk. The American Gas Association spends 8 million dollars a year . The National
Cattleman's Beef Association spend 21 million dollars . Now the National Pork
Producers, the other white meat, spend 19 million dollars . The State of Florida spends
29 million dollars on citrus and oranges, grapefruits, etc.

We are in a battle for men's minds. And the way to the mind, my fellow
capitalists, my fellow engineers, (I'm a financial engineer ; I include me among the
ranks), my fellow left-brained infrastructure geeks, the way to people's minds is not
always through the mind. The mind looks to the heart to give it a reason to do what it
wants to do. As I told you at the beginning, I love advertising because reason, logic and
being right just aren't enough, when you think about it. My mother told me to drink my
milk until she was red, white and blue in the face . And then along comes the cowmen
and suddenly milk is on the country's upper lip. To push a button, to strike a nerve, to
evoke action in a leap of logic that requires no further persuasion . "America is going to
be a great country, once we get it built." Thank you very much .



Public Policy and Infrastructure
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(Thanks) For that one Seabee out there, absolutely . There are a few more, I
suspect . Well, sorry to disappoint anyone here but I don't have a video . And as you
probably noticed, I don't have a power point presentation . It's not that I'm not a
technologist or a computer nerd, in fact I think I understand computers well enough to
have about a 15 minute conversation with my son who is . He's a computer scientist
whose specialty is fracto-mathematics . He calls me "12" and I thought that was really
great until I discovered what it meant . It's the designation he and his friends give to
anyone whose VCR continuously blinks the number 12 . (laughter) . I haven't fixed it . . . .
It ain't broke .

Well that aside, I do journalism about engineering construction which means I
don't have much of a social life . It could also be that words or a word like,
"infrastructure," at a cocktail party is only not sexy, it's a total turnoff . I mean, tell the
average American that our infrastructure is in trouble and you might get a sympathetic
nod of agreement. But tell him or her that the local bridge has collapsed or there's no
place to dump the garbage or that its water supply is crawling with PCBs, ah, now we've
got their attention .

Well, increasingly, unfortunately, we've gotten the attention of decision makers,
particularly of public officials who must plan for the years ahead . Certainly they are
paying attention to what I'm thinking about, what I call our fragile foundations . There
really is a new urgency now to the inter-relationship between public investment and a
competitive private economy . Well not surprisingly, and you've heard it this morning, a
recent study found that our system of highways and airports and mass transit is barely
adequate for today's needs . And unless we change course dramatically and soon, our
public works really will be insufficient to meet the demands of future economic growth .

Well I'd say from that ASCE study the country got a grade of C- and maybe
that's adequate for a football player at the University of Texas but I think it's hardly
something the world's greatest nation can be proud of . I could have used UCLA. Come
on. (laughter) The bottom line though is that every area of the public infrastructure,
highways, mass transit, aviation, water resources, water supply, waste disposal, schools,
need an infusion of new dollars .

The question is - How can we achieve our goals without bankrupting the body
politic? Well, luckily people are starting to reprove what we once all took for granted .
Some economists now ask, "What is the budget cost for a new water supply line for an
improved airport? But, they don't ask what is the cost of not building that new line?



What economic risk will we create for our children if we lack the vision to build today? I
love that word, vision . It reminds me of a line from Helen Keller . Someone asked her if
there was anything worse than losing your sight. And she responded, "Yes, losing your
vision ."

Well, for some reason, in the early '70s, '80s, and '90s, we really lost our vision .
And we stopped investing in our future . Even with more than a trillion dollars, a trillion
dollars of net investment in public works today, we'd still be living off the past . And
why? Well part of the reason I think it's that we'vejust become too risk-adverse . And
part of the reason for that is that to a considerable segment of the public . The
technologies we all embrace, highways and dams and power plants, even cities, are
perceived as problems rather than solutions as something to be avoided, rather than
something to be embraced . This is about as logical as a claim by a friend of mine who
says that his uncle read that somewhere that 80% of accidents occur within 20 miles of
one's home . So he moved. (laughter) Or I think it's about as sensible as Willard Scott's
7`h law of meteorology which based upon many years of empirical observation
concludes that tornadoes are caused by trailer parks. (laughter) They're not? Okay.

Reserve for depreciation, we have been investing less than one-half of one
percent of RGDP for some twenty years. Of the developed world, only Great Britain
comes close to this record. And in some areas we have actually begun to dis-invest . The
net asset, I love that word asset, I think it's absolutely what it's all about. The net asset,
the value of our roads, bridges, the streets, is lower today than it was ten years ago. But
as you all know, work trips aren't down ton miles of cargo aren't down . Daily
aggravation isn't down. Only our economic strength appears to be heading down. Today,
however, I believe we see the first signs of some real attitudinal change. We see it
because the public is beginning to realize that building better roads, transit systems and
airports, is not pork barrel . It's the bone and the muscle that allow the rest of the
economy to prosper.

Well, despite the passage of T-21 and soon - 21, we still need more money. Our
national road systems in the main are financed by user fees . Motor fuel taxes, truck
taxes, tolls backed by bonds, they have been and remain effective and equitable source
of funds. As you know, gas taxes are now going to be used to help fund a new institution
under T-21, one which supplements but does not replace the Highway Trust Fund . And
these new state infrastructure banks that were created by T-21 will provide seed capital
for new major highway projects . And these banks though are not free lunch. They're just
a very cost-effective lunch because the funds are going to be repaid on favorable terms.
And the repayments are to be used for other projects . Reservoir infrastructure, water
resources, public buildings, water disposal, plants, all remain underfunded and they too
badly need our attention .

The question is - Will the American public be willing to pay the bill? Well I
believe they will but it's up to us, however, as leaders, public officials, to help them
understand that correlation between America's public works and its economic future.
That American public is not stupid . If properly presented, I believe they'll understand
and accept the challenge, simply because there's no other way to go.



The biggest trend in this whole infrastructure business, I believe, the real mega-
trend is the privatization of infrastructure . The challenge here is to create new ways to
blend public and private risk and reward at structuring critically important deals so that
they can enjoy, so that we can enjoy the economic benefits they deliver. Governments
fortunately are beginning to learn to do what many financially-pressed corporations did
during the past decade, which is to attract off balance sheet financing by packaging their
projects to attract limited recourse or even non-recourse debt .

Public/private infrastructures are important for two very basic reasons. The first
is to shorten the critical path of project development and certainly we'll more quickly
increase the country's level of investment in its core infrastructure . The second, and I
think this it probably more important, is that they force government to consider an
entrepreneurial approach to public works development from the selection of projects,
through planning, design and construction, and then in the long term, operation and
maintenance.

Now opening the provision of infrastructure services to competition is a
powerful way to introduce innovation into what has become a lethargic public
monopoly. As U. S . privatization projects get built, that is, new technologies, marketing
strategy, pricing schemes, pavement designs and electronic toll collection methods are
put into place by private operators, the pace of innovation which is glacially slow in this
industry, certainly will increase . The privatization of state-owned business in more than
half the world is among the most startling developments, I think, in our time . And that's
because the victory of capitalism over socialism is now I think pretty much complete .

The vigorous foreign policy pursued by this country during the past fifty years
has resulted in the universal triumph of free market ideas and private enterprise . But
those important gains really came at a cost . Both of the main ideological patents are still
suffering the consequences of having diverted huge amounts of capital from productive
investments to military uses . It's worth noting that the Soviet Union was dismembered
partly because it never built or maintained the physical infrastructure needed to hold it
together . The U.S . still faces an unpaid bill of up to three trillion dollars for
infrastructure investments it did not make during that Cold War.

If you take depreciation into account, the rate of non-military investment in
infrastructure in the '80s and into the '90s was half that of the '70s, a fourth of that of the
'60s . Well, unlike the Russians, our problem isn't a lack of physical assets . It's that what
most of what we built forty years ago doesn't work efficiently into today's world. A lot
of it is still crumbling and needs to be replaced . A lot more needs to be electrified,
automated, redesigned, rebuilt and re-deployed to meet the needs of the next century.

Transportation infrastructure is critically important to this because American
business cannot compete globally, much less nationally unless it can move its people
and goods efficiently. In 1907 most strong vehicles in Manhattan, our city, moved at an
average speed of 11.5 miles an hour. In 1998, the average daytime rate of automobile



travel in New York City was 6 miles an hour . Right. Hey, there are similar numbers for
the interstate 405 and 605 . I was on that yesterday. So go easy here .

One commuter delayed ten minutes a day each way during a normal working life
will have wasted a total of two years sitting in a car. Two years. Collectively we waste
1 .25 billion hours and 1 .38 billion gallons of gasoline sitting in traffic on roads every
single year . There are some sales executives would have us believe that cell phones
make those idle hours productive . I don't think so . Those lost work hours and
deteriorating roads, if left unchecked, will cost 3.2% of potential DDP growth by the
year 2001, one year from now.

Well, law enforcement, to switch subjects, or Education. The increasing spread
between the have and have nots, the concentration of the poor in the old cities all must
be part of the national agenda for the next decade and beyond. In creating and
implementing innovative public policy in these areas will depend to a very large extent
on a strong, steady performance by the national economy. Well fortunately, economists
continue to confirm what we all know . We all know it intuitively that there is a very
strong correlation between infrastructure investment and productivity growth in this
country. Studies show that half of the decline in productivity during the past twenty
years (this is an MIT study) can be attributed to the lower spending on airports, mass
transit roads and bridges . Even though bond elections for specific infrastructure
improvements have been going pretty well . Most politicians still remain too scared to
propose higher taxes in almost any form.

During that Cold War when we were building missiles and feeding armies
around the world, our allies prospered, saved and invested . And in some cases they are
now better prepared to compete on the global economic battlefield than we are. Hong
Kong is spending 20 billion dollars on a new port, an airport. The airport is finished
now from which China will pour its low cost manufactured goods onto the world
market. And many of the exports will arrive and what is already the world's busiest port
on a privately-financed super highway built by a real estate developer, Gordon Wu.

Germany's Minister of Transport is leading his country's drive into the 21St
Century to foster economic growth and social reunification . Germany is spending
billions of Deutsche marks on the new east/west arterial roads and it's estimated that
Germany will invest five times that much on rail systems, much of that investment
coming from the private sector . And for all the complexity of negotiating a new
monetary and political union, the truth is that Europe is already well integrated by its
rail system . Europe spent the past 20 years upgrading and electrifying its equipment
with the express intent of drawing people out of cars . Now that European community is
building 20,000 mile high speed network costing over 200 billion dollars and taking
almost 20 years.

For the U. S . to strengthen its competitive edge, we have to increase, continue
to increase spending on infrastructure facilities that cannot be expected to become
profitable investments . It doesn't work that way. But government must also vigorously
encourage



private investment in market-oriented infrastructure projects that can be developed by
private entrepreneurs in pursuit of healthy profits . Both have to be pursued vigorously if
we're going to stay ahead of our competitors globally .

On the private side, I'm not talking about financing interstate highway systems
but I am talking about special purpose facilities that provide quality services at market
prices . You've got one right down the street here (I-73) . And it works well . And all this
privatization, wondering about it, it's possible because it's been done before . In fact,
project finance plays to one of America's greatest strengths, its ability to innovate within
our legal and financial institutions . Building on a solid foundation in these areas we've
been able to invent new business opportunities and create new engines for economic
growth.

I'll just give you one example. The independent power business didn't exist ten
years ago. It simply wasn't there. Yet investment incentives enacted by Congress and
financial tools created by the developers produced thousands of small and medium sized
power projects during the '80s and '90s . About six billion dollars worth of new private
facilities were on line for financing at the end of last year . Andjust as important, the
entrepreneurial American companies that created the independent power business are
now in a very strong position to sell their financial construction expertise to the rest of
the world, to China, Pakistan, Poland, the Philippines, and other growing nations which
will need something like 300,000 megawatts of new power during the next ten years.
And U.S. firms, I believe, will get that work because they know how. And this highly
regulated interweaving of public and private interests that has involved in Europe
simply is not going to work here . Neither government nor the private sector want to be
in each other's business that much. Instead, I think, states are trying to create
privatization programs that substitute market incentives for statutory mandates or PUC-
type profit regulation .

The growth of NIMBY (not in my back yard). And its political counterpart,
NIMTO (not in my term of office, suggests to me that we are moving towards
complacency and that's a concern. It's one I think we're starting to deal with and I still
believe though that America will find its way in a critical area of infrastructure finance
because we have no other choice . These rules of the games are being rewritten all over
the globe. Centrally controlled governments and .. . economies, even China, are dying
of their own dead weight pre-market ideas and politically successful government
policies to back them up are taking root everywhere . Result, during the 1990s and it's
the next decade, will be a vastly more efficient world. To a large extent, those
countries or common markets that can move their people and goods and ideas most
expeditiously within and outside their borders will win the new marketplace. Those
that rest on our laurels will choke on the congestion that comes with complacency or
indecision .

In this regard, let me tell you a story about John Stevens. The name is probably
familiar to some of you. He was a chief engineer during the building of the Panama
Canal. According to Stevens, and this was in McCullough's book called Path Between
the Seas, Stevens said there were three diseases in Panama: Yellow Fever, Malaria and



cold feet . He went on to admonish a new crop of engineers, "The one that's going to kill
you will be cold feet . I tell you why, he said, I won't fire you if you do something but I
will fire you if you don't do anything." He said, "Do something even if it is wrong for
you can correct that but there is no way to correct nothing." Now our creativity has to
be directed towards crafting policies today that keep us from reaching the point of
economic gridlock . I believe what's needed in the infrastructure area are new ideas and
new people to carry them forward. You are all, these people you all in the construction
industry, simply because you are all builders of the people and you are builders for the
people . Thank you.



Where Do We Go From Here.'

Stan Oftelie

President and ChiefExecutive Officer, Orange County Business Council
Former Chief Executive Officer of the Orange County Transportation

Authority (OCTA)

Bob Bein serves on the Board of Directors of the Orange County Business
Council and because of that I can tell you it's not like herding snakes . It's like charming
snakes . And charming them sometimes is more difficult than herding them.

A real simple equation that works for us at the Business Council now is the
quality of life in Orange County drives our robust economy and our economy is built on
this being a wonderful place to live and work and raise our families . So we have to have
a great quality of life if we're going to have a great economy. We think the two go hand
in hand. The infrastructure is the underpinning of both those quality of life and our
vibrant economy. So if we don't have that underpinning, our foundation will start to
crumble, not just the foundation of streets and roads and sewers and waste water
systems but the quality of life will start to erode if we don't take care of those issues . So
those issues are fundamental and foundational to how we approach various issues that
are coming forward in Orange County today.

I'm going to try to tie together some of the threads that we've heard today. We
heard some people describe the scope of the serious problem of infrastructure by
identifying numbers that are in billions and trillions . I always remember that a billion
dollars is a thousand millions . And I was trying to figure out how many thousands of
millions were put on screens and listed before you today. I also think of how hard it is
sometimes to get a $20,000 engineering contract through a government agency.
(laughter) Then you multiply that by the billions and billions that we've seen and you
can see some of the nature of the problem that is facing you today. You've heard about
some of the ways that we can get a good word out and talk about these problems. We
talked about the need to explain to the public the seriousness of the issues before us.
And there are some serious, serious problems . We've talked about some very creative
and ingenious ideas, whether it's rebuild America or giving the regional grades to how
we're doing in infrastructure or some of the creative ideas that Jim Lebenthal gave us on
how to bring the issues forward. And those are all constructive and they're all helpful
but there are some practical impediments to success. It's only fair to identify some of
those practical impediments as we move ahead.

First, there's no clear definition of infrastructure. Just the issues we saw today,
people had all sorts of different ideas on exactly what's infrastructure . It's not just
building stuff. It's building the right stuff. We don't have a method for deciding what the
right stuff is . You know, we work in an infrastructure environment that's extraordinarily
political. Orange County doesn't have a way to decide what projects are



the most important in terms of infrastructure . It's a political mess and you slug it out and
the guy who's got the loudest voice and the most constructive one, . . . wait . . . maybe it
isn't the most constructive one . . . maybe it's just the loudest .. . that is the one that moves
ahead in a particular or given year.

We know the politics of infrastructure in this County are based on a hundred
factors we can't quite decide . I can tell you that I've lived in Orange County all my life . I
like that and I don't want to move anywhere . You guys can live in Manhattan and have a
wonderful time . (laughter) I live in Anaheim and it's hard for me to go to Tustin
(laughter) particularly on the 55 Freeway. That's where it's especially hard. I can tell you
that the politics of infrastructure are best described to me in a simple story that I can tell
you.

Now, when the County went bankrupt in 1994, December 6, 1994, the Orange
County Transportation Authority is where I worked, and we had all of our money in the
County pool invested . So when the County went bankrupt they froze all our assets . So
uh, we had a lot of money in there. We had 1 .6 billion dollars . So I immediately went
down, I heard about it in the news, I was as shocked as everybody else on what they
were doing and I called the finance guy. I called our Chief Financial Officer and I said,
"Hey, this isn't good. (laughter) I'm on top of my game, you know (laughter) and I say,
"You know, we have a payroll in five days. How much is a payroll?" He said, "Well, it's
about $700,000." I said, "How much money do we have outside the pool?" He said,
"About $14,500." And I said, "This isn't very good." (laughter) . So we had to scramble
for the first, I'm on top of my game, we had to scramble for the first few days to try to be
able to just deal with that . And we did and we didn't miss any payrolls . We didn't miss
any payments to engineers.

And the only people who really gave us a hard time about it were guys who
delivered paper for the Xerox machines . They came and took all the paper away. They
figured we wouldn't be able to pay our paper bills because of the bankruptcy so they
hauled out truckloads of paper. This turned out to be an asset later on as we tried to write
reports about what was going on and we weren't able to make copies of anything .
(laughter) . You laugh but you haven't had to be deposed in all these issues . You know,
for years, there are no records because there are no notes because we had no paper. This
worked out to be a great advantage to me. (laughter) But after about eight days, eight
days of the County was in bankruptcy, all of the government agencies were called to a
big meeting in Los Angeles.

There's a U.S . Trustee and her name is Marcie Tiffany. Now I wasn't an expert on
bankruptcy issues but Marcie Tiffany was appointed by Janet Reno for this area and she
appoints creditor committees . And I never heard of a creditor committee but those are
groups of, there were two in the bankruptcy. One, for government agencies and one for
other people who had debts facing before the County. So all these government agencies
were guys like me. You know, they had millions of dollars tied up in the pool and we
had a little meeting down in Los Angeles. I rolled down there with about six attorneys .
At that time we were all figuring we were all going to sue each other and this



would be tangled up in litigation for generations. And, you know, I thought the guy who
had the most lawyers would be the toughest guy in the room. So I wanted to be tough
and so I got six lawyers and we went down there. And they put us in a room in the
Federal Court Building and there were about 250, it was bigger than this room. There
were hundreds of people and they were all government employees, you know, CEOs
and Superintendents and City Managers and more than anything else, all their attorneys .
And the attorneys were very well dressed and the engineers were very poorly dressed
and the guys like me were panicked.

The U.S . Trustee told us, "We're going to appoint seven government
employees and you guys are going to be the Creditors Committee and you're going to
determine when and if money is going to come out and you're going to represent the
interests of the billions of dollars in the creditors' pool. And we said, "Well this should
be good." And they took seven different people and one they chose was me, the head of
the Transportation Authority . There were others there, too, the head of the Sanitation
District, the Water District, and others . One of the City Managers, Paul Brady, who is a
friend of mine, some people from cities outside Orange County. There was a
representative of the Department of Education. The seven of us were appointed and
frankly I understand more than 100 different people applied to be on this committee. I
didn't realize that the battery of attorneys I had put my name forward.

So we all went into a room and in this room were the people that controlled the
infrastructure in the County. The Sanitation District had a General Manager. The Water
District was the County Education, we all started introducing ourselves to each other
because we'd never met any of those people before . I never had a conversation with any
of them. I knew Paul Brady because he was City Manager in Irvine . He was kind of a
guy I did business with but none of the other people had ever met each other. So they
elected me Chairman. Now, I'd like to say it was because I was so charming . But the
answer was that Brady and I knew each other and they figured that there was two votes.
That would be enough to get you elected (laughter) and Brady refused to be chairman .
He was much smarter than I was . And so all the people who handled infrastructure in
this County who had responsibility for hundreds of millions of dollars in projects had
never talked to each other before we got together in that room to start dealing with
bankruptcy-related issues .

Now in that kind of environment how could we set up an infrastructure agenda
in any fashion?

That is, those guys are my traditional rivals for money. Those guys are my
rivals for attention . Those guys are my rivals to see who is going to win this political
gabfest to see which infrastructure project is the highest priority. We had to live with
each other. It
wasn't a wonderful experience . If you recall, we went bankrupt on December 6`h and by
about Christmas Eve, we put this committee together and U.S. Trustee says, "You know
now you guys decide who gets money and who doesn't." So for about a 45-day period
every payment that went to government agencies out of that pool had to go through
those seven guys who were meeting there doling money out and trying to decide who



able to keep projects going, which issues would be funded, who would make payroll in
every city, in every school district, in 200 different units.

Now I believe if such a group would convene on a regular basis, they would be
able to work together to do constructive things and probably set priorities . We agreed
right off we didn't want a single schoolteacher to miss a payroll. But that meant that
somebody else would suffer somewhere else in the process. We agreed we would do
that . Then we wanted to make sure that every existing bill got paid so we set those
priorities . And because we were forced to be in the room together, the proposals were
reviewed for the first time out of isolation . For the first time we had to kind of appreciate
what the other guy's problems were. We had to understand that we had to work together
cooperatively to be successful . Let me tell you that lasted about 45 days and it worked
extremely well . But boy, we worked hard to get out of that environment because we
wanted to go back to our natural feelings which were, "How am I going to get those
roads built? That's my job in life . How are we going to get the bus system to run on
time?" That's my job . And you know, I love this guy who is doing sewers but that's his
problem.

One of the difficulties in the infrastructure is we don't have a program or we don't
have a mechanism to come together to look at it as an overall program, rather than a
series of competing interests . We have no devices that encourage that cooperation other
than catastrophic activities like bankruptcies, we have no reasons why the heads of
major Government agencies should even meet each other. We review our proposals in
isolation . We haven't got any comprehensive funding decision process. All our funding
decisions for infrastructure are made on an ad hoc basis in this County based on who's
the loudest.

Now we're doing some nice things . There's going to be a bunch of very good
bonds that are going to give us chances to move ahead. And I'll probably vote for each
and every one of them. I don't know if I would have before this experience . I don't know
if I would have been encouraged to say, "You know water bonds are the most important
things that's on the ballot." I would have said, "You know if SCA-3 doesn't get through,
my life ends right there." I mean my legislative interest comes to a screeching halt
because those aren't my projects .

One of the huge challenges that this particular symposium brings forth is to say if
we're going to rebuild America, we have to bring people together who have a little bit
different agendas, who have different views of how the world should work. You know,
we have change a little bit the idea of how we look at projects . I've lived in Orange
County all my life, as I said and I have a real clear memory of my Dad being very upset
because Walt Disney was going to build this fancy carnival down the street in Anaheim.
And he didn't like the idea of Disneyland coming in one bit. His experience was that
amusement parks were kind of like the pike, you know, there are tattoo parlors, peep
shows, you know fancy wood roller coasters by the ocean and they brought a really
unsavory element into your neighborhood . . It turned out he was wrong. You know
Disneyland turned out to be a pretty good deal . But too often our experience looking at



new projects, thinking of new ways of building new types of infrastructure, is exactly
that sort of prism that we see the past in . There's a great line about - We always look
into the future by looking into a rearview mirror .

I think we're spending too much time on infrastructure problems, taking shots at
the other guy's project. Saying, "You know, light rail will never work in Orange County
so . . ." Well, let's say, you know, I was thinking about Disneyland, that Disneyland
analogy in terms of an airport at El Toro. My Dad was saying the airport at El Toro is
the craziest idea in the world because it would look like LAX which is a terrible idea .
They don't build airports that look like LAX anymore. We have to recognize how the
world is changing if we're going to support those types of infrastructure opportunities.

Too often we take a step backwards and the step backwards we take is - I'm just
going to look after my piece of the world, whether it's my project or whether it's my
goal or my specific element that I'm involved with. I think that's the most serious
challenge that's been posted here today. How do we get out of our existing narrow
mindset and expand it to something a little bit bigger and a little bit better? I don't know
if we have an easy answer to that but I think that's the real challenge that this particular
symposium has posed to all of us . Where do we go next and how do we get out of it? I
think we have some good chances. I think we have some opportunities to work with
Rebuild America, to try to bring people together from different disciplines . You know,
if we just get people in the room that are talking, that's a big step .

There have been some stabs in this County. They're trying to form a council of
governments which turned out to be a council of cities . We haven't found a way to
integrate the very, very rich special districts into the overall thinking of how the County
works. County government could have never gotten out of the bankruptcy if it hadn't
been able to tap into revenues that are available by special districts . The Flood Control
District is a special district. Special rules were put in place to be able to allow those
dollars to go into bankruptcy . I could spend eight minutes trying to describe to you the
elaborate and intricate way that Transit dollars have been swapped for constitutionally
protected gasoline taxes that had been swapped once again by the Transportation
Agency. I'm guilty of doing a piece of this, of trading those constitutionally-protected
dollars to cities for general fund dollars that can then be used to run bus systems. Okay.

The outcome of that, fifty million dollars a year for twenty years is out of the
infrastructure pie. It just sort of went by in the blink of an eye. We lost a billion dollars .
All that money would have gone into the southern part of Orange County. So instead
we're going to ask builders to do it with developer fees, higher impact fees and things
that aren't built. They're all invisible to the eye because you never see things that aren't
there. And those projects will never be there. Instead, it will go towards paying the debt
related to the bankruptcy . Well, so based on other problems we have, we're going to
have to figure out a way to increase our investment in infrastructure, whether it's state
bonds, state matches, whether or not it's understanding that maybe the most important
bond that will be on the ballot may be school bonds in Santa Ana. Because what
happens



to the central part of the County will probably shape where the County goes for all time .
And we can't all move ahead if we leave other people behind.

If we don't look as a County where the real impacts are and where the real
problems are, we're all going to be swallowed up in them over a long, long period of
time . Maybe some of the local problems, maybe, and this is an issue that the Business
Council which essentially looked at statewide issues and County-wide issues . We're
going to have to focus in the future on some of the local infrastructure issues to be able
to have a serious and lasting impact. And if we don't do that, I think we will be left
behind .

So we're going to be talking about that . We want to work with you to make
these things a new type of County. If we can figure out a way to bring together all of the
decision makers of the various government agencies with the private sector, I think in
fact we could rebuild this County. We could do a Rebuild Southern California, maybe
even a Rebuild Orange County. But until we can figure out a way to put people in the
room without a gun at their head, without a threat of bankruptcy, without a threat that
you won't make payroll if you're not there, I think we have a very, very difficult problem
in dealing with infrastructure as a big idea . Otherwise, we'll just deal with the big ideas
within each component of it . And that fragmentation is what I think would be the reason
that we would be unsuccessful .

Now I'm an optimist . I think we can bring these things together . I think we could
have great success. You know, we tried to get the sales tax passed for transportation
three times. I'll tell you what an optimist I am. In 1984 we put a one cent sales tax on
the ballot and you know it was great. I mean everybody loved the projects in it . You
know, it scored off the end of the chart and when you pulled those, and uh, we took it
out. We took it out and put it on the ballot and it lost . And it lost kind of bad. It lost 71
to 29. 29% of the County thought it was a good idea . 71% didn't like it . It lost in 29
cities . There were 29 cities in Orange County then . For 2,223 voter precincts, it lost in
2,222. It won in one precinct . Well, I'm an optimist. I went out to that precinct and I
spent the day walking around, asking people why they voted for Measure A of 1984 .

I learned two good lessons. First was part of this precinct which is really nestled
up against the L.A. County line in Seal Beach, inland Seal Beach. It's right along the 405
Freeway. And as you walk through the houses around the 405 Freeway, here's a real
lesson . All those people said, "I'll pay anything for a sound wall . I don't care what it is .
We want a sound wall here . We'll pay for it ." There's a direct correlation. People pay for
things that benefit them. And all those guys told me that . . . . a few people who wouldn't
do that but overwhelmingly it won in that precinct because people thought it benefited
them. And I continued walking and I got further and further away from the Freeway.
And some of the arguments started to change.

This was in 1984 and they said they voted for Proposition A because they really
thought pensions were out of line . They thought people should do something about it .
And I got more and more confused . They kept talking until I realized that Proposition A
in the L.A. County ballot was to limit the pension for firemen. And most of our



supporters had actually voted to limit the pensions for firemen without reading the
ballot measure. (laughter) And the people that were helping us and who are our great
allies, had no idea what I was talking about (laughter) and had no idea that they'd voted
to raise their taxes. And they were madder than hell when I told them what they had.
(laughter) So I learned the power of advertising at that point.

I learned the power of delivering the message clearly and effectively and also in a way
that's palatable to people . And I think a little bit of those two things come into play . We
tend to think too hard sometimes on the direct correlation and the personal benefit for
each project. So much of it is how we tell our story and how much we explain what we
want to do. And that's the real challenge of today's symposium. We have a real good
story. Now we have to figure out the right way to tell it . Thank you very much .


