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Background:  Since its creation in 1967, federal taxpayers have substantially underwritten the Washington Metrorail system.  According to the Government Accountability Office (GAO), the system has relied on federal funding for $6.2 billion or 60% of the costs to construct the 103-mile system and various capital improvements since.   In addition, the federal government consistently pays for the majority of the Washington Metropolitan Areas Transit Authority’s (WMATA) capital budget—funding for infrastructure improvements, new trains and buses, and general upkeep of Metrorail.  In 2002, WMATA adopted a new $12.2 billion plan to improve and expand the system with an expectation borne from recent history that the federal government would absorb most of the cost.

For Fiscal Year 2008, WMATA approved a budget of $2.2 billion, an increase of $116.7 million over FY 2007.  Since WMATA only takes in $654 million in revenue from riders, the bulk of budget is paid for by a combination of local, state, and federal funds.  WMATA’s annual budget is divided among three distinct areas: 
· An operating budget of $1.2 billion for the system’s day-to-day service funded by a combination of WMATA revenues and local government money.  
· A capital budget of $700 million, used to pay for long-term improvements to the system, which comes from state, local, and federal funds.  In 2006 the federal government supplied $396 million or 73% of WMATA’s capital funds.  Over the past 11 years, federal funds have contributed an average 68% of WMATA’s annual capital budget. 
· A “reimbursable projects” budget of $300 million is intended to supplement spending for a planned Dulles Corridor Metrorail Extension project.  This portion of the budget is paid for almost entirely by $274 million from the state of Virginia, which the state may recoup from federal grants for the extension project.
The reimbursable funds budget was initially intended to be seed money for WMATA to begin the development of a Metrorail extension project while it awaited federal funds from the Federal Transit Administration (FTA).  The proposed project would extend WMATA’s rail line through rapidly growing areas of Northern Virginia, ending at Dulles International Airport (some 30 miles away from Washington, D.C.).  In total, the project would extend the rail line approximately 23 miles and create 11 new stops along Metrorail’s Orange Line at a cost of approximately $5 billion.

On January 24, 2008, Department of Transportation (DOT) Secretary Mary Peters and FTA head James Simpson sent a letter to Virginia Governor Tim Kaine announcing that the FTA will likely not provide $900 million in federal funds for the Dulles Corridor Metrorail Extension Project.  Project planners were expecting the money from FTA grants to pay for a substantial portion of the $5 billion venture.  According to the Metropolitan Washington Airport Authority (MWAA), the entity overseeing the expansion project, FTA funds were slated to pay for 43% of the first phase of the project, which would extend the rail line 11.5 miles.  Without the $900 million in federal funds, the MWAA says that the project’s future is in question. 
According to the FTA letter, $900 million in grants from the FTA’s “New Starts” fund was withheld because of numerous risks and uncertainties related to the project.  Specifically, an FTA study showed that MWAA’s inexperience managing a large-scale transit construction project, coupled with WMATA’s inability to finance its current capital needs, would likely cause the extension project to experience unacceptably escalated costs and massive delays. The letter to Governor Kaine went on to say that the FTA was “deeply concerned that, because WMATA faces significant, unresolved capital funding needs for maintaining the current system, the proposed extension to Metrorail may pose serious financial and operational challenges, and further strain the system as a whole.”  Until WMATA’s long-term capital funding and maintenance issues are resolved, the current FTA may be unlikely to grant the transit authority grants to expand the system.
As the prospect of federal money dims, private funding alternatives are now being discussed.  According to a January 28, 2008, Washington Post article, private equity investors have expressed interest in teaming with the MWAA and local governments to purchase portions of the rail extension or the existing Dulles Toll Road as a means of replacing federal funding for the project.  Though certain officials have made statements in the past against private collaboration in the project, the FTA’s letter has caused planners to rethink the option.  According to the Post article, “with the outlook for keeping the rail project alive bleak, regional business and political leaders who are adamant that the rail line must not die are increasingly of the mind that private partnership must be considered.”  Still, many in Congress seek to authorize $1.5 billion rather than let private forces fill the financial void.  
National Capital Transportation Amendments Act:  In order to retain the FTA funding for the Metrorail extension project, lawmakers will likely attempt to pass a version of the National Capital Transportation Amendments Act (H.R. 401 or S. 1446).   The legislation would authorize $1.5 billion in federal money for the DOT to fund 50% of WMATA’s capital and preventative maintenance projects over the next ten years.  The money would be used primarily for infrastructure upgrades and new rail cars and buses.  Over the next decade, WMATA intends to replace nearly all of its Metrorail cars and a significant portion of its transit system’s buses. 
Many House and Senate conservatives have mounted numerous attempts to block consideration of this legislation.  In 2006, RSC Chairman Jeb Hensarling and former Chairman Mike Pence sent a joint letter to House Leadership asking that the bill not be brought for floor.   The letter expressed concerns that the legislation would undermine competition and incentivize mismanagement by taking $1.5 billion from taxpayers to bail out a poorly administered transit system in one metropolitan area.  
During debate on the bill in 2006, the legislation was dubbed “the largest earmark in history” by the Heritage Foundation and various media sources.  The Heritage Foundation’s Ronald Utt warned that, “If enacted, this earmark would be one of the largest ever passed—seven times larger than Alaska’s ‘Bridge to Nowhere’ and twice as large as Mississippi’s ‘Train to Nowhere.’  This earmark would reward Metro’s poor performance with an astounding sum of money while enabling the system to put off essential reforms.”  Such funding is particularly questionable given that it uses federal money to benefit a single transit system in an area with a median income of $78,978, while the median income of all American taxpayers is $48,201.

On October 4, 2007, Sen. Coburn blocked S. 1446 from being considered in the Senate.  In a letter to Senate Minority Leader Mitch McConnell, Sen. Coburn pointed out that the average American family would be forced to pay $10.36 to fund the bill, without actually getting to utilize WMATA services.  Efforts to lower the bill’s $1.5 billion cost, or offset it with reductions elsewhere, have thus far failed.
In addition to the overall cost, other provisions in the bill have been criticized.  For instance, the bill would require “local signatory governments” (Maryland, Virginia, and the District of Columbia) to earmark or require funding to match the federal investment in capital improvements.  This “dedicated funding source” requirement would mandate that signatory governments either raise taxes or divert funding from other projects to spend even more money on Metrorail improvements.  Furthermore, the bill would direct funding for improvements directly to WMATA, and since WMATA employs collectively bargained labor for capital improvements, the bill would essentially eliminate the possibility of using competitive bidding for long-term Metrorail projects.
Committee Action:  H.R. 401 was reported by the Oversight and Government Reform Committee on May 9, 2007, with an amendment.  The amended version of H.R. 401 would require WMATA to certify that no employee receives more than one-third of their annual pay from overtime and it excludes overtime pay in the calculation of annual salary that is used for determining a retirement annuity.  S. 1446 does not include either provision. 
Metro’s Continued Mismanagement:  Historically, WMATA has experienced performance and budgeting problems.  As the system ages, WMATA continues to repeat mistakes that cost the transit authority and the customers.  Metrorail’s inefficiency, budgetary shortfalls, waste, and safety concerns have been widely reported.  The persistent issues suggest that Metro should examine and improve its management practices before coming to the federal government for additional resources.  
Last year, the Washington Examiner investigated WMATA’s payroll records and found that $70 million of the system’s operations budget—or 10.7% of WMATA’s total revenue—was spent on employee overtime.  Of the top 200 overtime earners, half made more than $100,000, which is more than WMATA’s top managers.  Even more problematic is the fact that WMATA employee pensions are determined by calculating the average of their highest earning years.  Consequently, an employee earning a salary of $50,000 could receive a pension based on an income of $100,000 annually if the employee could manage three overtime laden, high-income years.
In spite of the clear need to reform and correct the overtime payments, reports have speculated that WMATA is facing political pressure from unions to maintain the status quo.  According to an Examiner report, “a large portion of the problem is that the board of directors is beholden to the union.”  The relationship between the union and local public officials may incentivize inaction and encourage WMATA to continue to pay swollen overtime costs rather than institute better management practices to reduce the cost of services.  As the Washington Examiner report explained, “Metro’s bloated payroll has long been padded by politically sensitive management with no interest in keeping down costs for passengers or relieving the taxpayers who have been bailing them out for decades.”
For their part, union members affiliated with WMATA have consistently supported the current overtime structure.  On October 7, 2007, the Amalgamated Transit Union (ATU) responded to calls for a reduction in overtime.  In a letter to the Washington Post titled “No Overtime, No Metro,” one of the ATU’s local heads, Jackie Jeter, stated that “overtime is required to put sufficient service on the rails.”  The letter suggests that unions would be willing to work in contract negotiations with WMATA to reduce overtime by letting retired union workers pick up some of the extra shifts or by improving scheduling.  However, the letter cautions concerned parties, saying, “But don’t expect either of these efforts to offset WMATA’s funding needs.”
The issue of excessive overtime payments is not the only management problem that WMATA has faced in recent history.  Indeed, there have been dozens of reports over the past few years of mismanagement, waste, and abuse within WMATA which have contributed to the overall budgetary woes.  In 2005, the Washington Post published a four-part series detailing the troubling state of WMATA and the glaring management and budgetary problems.  The investigation reported, among other things, the following facts about WMATA’s history of financial waste and abuse: 
· “Metro officials have spent nearly $1 billion in recent years to turn around the nation’s second busiest subway system, but internal records show that the projects have created new problems.”
· “Metro is spending an additional $382 million to rebuild rail cars bought in the 1980s … The refurbished cars are now breaking down far more often than those that haven’t been overhauled.”
· “Metro’s auditors warned the agency that the department charged with inspecting the rails wasn’t doing its job, but officials did little to address the problem.”
· “Even as Metro officials complain that tight finances are crippling their ability to run the Washington area’s subways and buses, they continue to pour millions into programs that have little to do with transporting passengers.”
· “When senior agency attorneys wanted two new window offices and a 1,440-square-foot law library, Metro spent $270,000 to accommodate them.”
· “And the agency’s inability to control overtime has led to $100,000-plus salaries for numerous mechanics, bus drivers and train operators.”
· “Board members have benefited from Metro spending. Although most members have acknowledged that they are not daily riders of the system, several have spent tens of thousands of dollars attending transit conferences in other U.S. cities and European capitals, records show.”
In addition to the litany of fiscal abuses uncovered by the Washington Post, a long list of safety concerns, delays, waste, and fraud underscore WMATA’s systemic mismanagement.  The following is a non-exhaustive list of recent deficiencies and scandals that have kept WMATA’s costs high and service low:
· February 7, 2008—WMATA reported that robberies on Metrorail increased by 17% in 2007.

· January 10, 2008—WMATA reported that Metrorail’s on-time performance has declined for 17 straight months.

· On January 6 and 7, 2008—An error on WMATA buses resulted in 23,000 passengers being inadvertently overcharged for transfers from one bus to another.  To correct the problem, WMATA offered free bus rides to passengers one week later, costing the transit agency an estimated $30,000.

· November 26, 2007—A woman was assaulted on a Metrorail train and would to be pulled to safety by a teenage passenger as the train operator ignored her.  Following the attack, two train station managers who took the report failed to contact police, allowing the assailant escape.

· October 8, 2007—A Pepco Energy audit determined that WMATA could save $4 million annually by making routine upgrades to lighting, heating, cooling and other systems that serve their office and maintenance buildings.

· September 2, 2007—A report commissioned by WMATA found that “Metro has been totally ineffective and counterproductive to any decent development at Metro stations.”  Private developments at or near Metrorail stations are proven to increase ridership and revenue for WMATA.

· April 27, 2007—The Washington Post reported that WMATA could save $40 million by selling its downtown headquarters and relocating to another part of D.C.

· February, 2007—WMATA’s FY 2008 budget outline showed that Metrorail’s cost per revenue mile, a means of determining how cost effectively rail services are delivered, increased by 8.2% in FY 2007, which was the highest increase in inefficiency in five years.

· December 26, 2006—An internal audit found that WMATA increased the number of employee cell phones by 330, despite a previous audit that recommended the transit authority reduce the number of phones by 183.  The increase contributed to a cost of $767,000 for employee cell phones in 2006.

Conclusion:  Despite numerous reports of waste and abuse, WMATA has failed to develop a strategy to address its long-term budgetary shortfalls.  Many conservatives continue to be concerned that giving Metrorail $1.5 billion would reward WMATA’s failure without asking for any improvements in return.  Until WMATA makes a serious effort to reform its management practices, a $1.5 billion bailout may be seen as an endorsement of the status quo and an egregious waste of taxpayer money.   

The FTA has carefully audited WMATA and determined that it is not in the federal government’s best interest to sink taxpayer dollars into the system until serious reforms are made.  Some conservatives may be concerned that H.R. 401 would overrule the FTA’s findings in order to alleviate WMATA’s responsibility to employ best practices in its management of Metrorail.  In addition, the fact that private sector investors have already offered to supply $900 million for the Dulles extension lends credence to the argument that federal funding is not necessary to complete a rail project that benefits one metro area.  
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