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House Would Use Bonds to Help Meet Highway Needs

The House -- recognizing there is a significant need for increased investment in highway projects critical to the state’s wellbeing -- has included in its version of the Executive Budget (HB 406 and accompanying memorandum) authorization for $500 million in new “Economic Development Road Revenue Bonds.”  Rep. Harry Moberly, chairman of the Appropriations and Revenue Committee, said the bonds would be used to reduce the backlog of projects in the state’s Six-Year Highway Construction Plan which is out of balance by some $3 billion.

The House would dedicate 1.4 cents of the motor fuels user fee, effective July 1, to pay debt service on the bond issue, which is budgeted at $22.1 million for FY 09 and $44.2 million for FY 10.  The motor fuels user fee index provides for a 1.5 cents per gallon increase in the fee July 1.  Some $300 million in highway revenue bonds will be paid-off during the biennium, according to Moberly.

The House budget follows the Administration’s lead in continuing to have Kentucky’s highway users paying out big dollars -- as highway funds go -- to support General Fund programs.  While the General Fund is obviously in very serious straits, its growth from 2000 to 2007 was 32.2 percent compared to the Road Fund’s growth of 12.4 percent.  

Keeping highway user dollars in the Road Fund would obviously have a significant positive impact on work that could be undertaken via the State Construction Account, the Transportation Cabinet’s “balancing account.”  

The House Budget transfers some $416 million (the Administration’s budget proposed $411 million) in special and trust funds from various state programs to the General Fund, including some $95.8 million in funds directly contributed by highway users.  Of this, $81.5 is from the Petroleum Storage Tank Assurance Fund, and $14.3 million is from the Department of Vehicle Regulation.  The budget would authorize $25 million in bonds to partially replace the taking of the tank funds.  In 2006 some $60.2 million was transferred from the tank fund to the General Fund and was replaced with $25 million in bonds.  

(The tank remediation program and oil company indemnity is financed with a 1.4 cents fee levied on motor fuels.  The fee generates some $44 million annually.  KBT has urged the return of the revenue to the Road Fund.  If the Senate goes along with the current transfer, a total of $316.5 million will have been diverted to the General Fund from the tank fund since its creation.)

The House budget continues the $50 million annual transfer from the Road Fund to the State Police.  The transfer has been at that level since FY 06 when it was at $29.8 million.  An additional $13.9 million annually goes into Vehicle Enforcement.  Smaller transfers include $700 thousand to the 
	
Road Fund -- Where It Comes From

FY 07 - FY 10
(millions of dollars)



	
	FY 07
Actual
	FY 08

Estimated*
	FY 09
Estimated*
	FY 10
Estimated*

	Motor Fuels & MF Use/Surtax
	563.2**
	611.3**
	661.0**
	724.0**

	Motor Vehicle Usage & Rental
	411.2
	411.7
	411.9
	425.3

	Truck License (state share)
	21.3
	23.9
	23.3
	23.8

	Truck Proportional Registration
	42.7
	43.2
	44.1
	44.6

	Passenger Car License
	26.6
	29.6
	29.2
	29.8

	Weight Distance Tax
	85.4
	85.5
	85.9
	87.7

	Tolls
	3.7
	0
	0
	0

	Investment
	16.1
	15.8
	5.8
	3.7

	Other
	55.7
	61.8
	63.6
	66.2

	
	
	
	
	

	Total Road Fund
	1,225.9
	1,282.8
	1,324.8
	1,405.1

	*FY 08, 09 and 10 based on the January 2008 Consensus Forecasting Group Estimate.
**Does not include $44 million diverted to Petroleum Storage Tank Assurance Fund.



	Road Fund -- Where It Goes

FY 08 - FY 10
(millions of dollars)


	
	FY 08

As Enacted
	FY 09
Administration
	FY 10
Administration
	FY 09
House
	FY 10
House

	State Police and
Other Non KTC Agencies
	67.21
	67.91
	67.91
	67.91
	67.91

	Aviation Admin. /Grants
	4.02
	3.02
	3.02
	3.72
	3.72

	General Admin. & Support
	70.1
	72.6
	74.4
	74.4
	74.8

	Revenue Sharing
	
	
	
	
	

	   Rural Secondary
	111.9
	131.8
	145.8
	121.8
	135.8

	   County Road Aid
	92.3
	108.6
	120.2
	100.4
	112.0

	   Municipal Aid
	38.8
	45.7
	50.6
	42.3
	47.1

	Debt Service
	181.1
	148.5
	136.6
	170.6
	180.8

	Federal Aid Match
	40.23
	40.23
	40.23
	40.23
	40.23

	Maintenance
	285.8
	310.0
	335.0
	307.6
	334.0

	State Construction
	175.24
	182.9
	220.64
	167.44
	180.74

	Contingency Account
	37.74
	35.0
	37.74
	40.04
	45.04

	Resurfacing
	87.3
	87.0
	97.0
	97.0
	107.0

	Vehicle Regulation
	18.3
	19.3
	20.6
	19.3
	20.6

	Highway Operations
	24.9
	22.2
	23.0
	22.2
	23.0

	Capital Construction
	6.8
	27.25
	7.3
	27.25
	7.3

	Judgments and Other
	20.3
	22.96
	25.26
	22.86
	25.26

	
	
	
	
	
	

	Total
	1,261.9
	1,324.8
	1,405.1
	1,324.8
	1,405.1

	1Includes $50 million for State Police; $13.9 million Vehicle Enforcement.
2An additional $10 million annually may be authorized by the Cabinet from the Construction Account.
3Toll road credits will be used to match the bulk of federal funds, but Federal law does not allow their use in all situations.

4Includes $2.5 million for Kentucky Pride.
5Includes $9 million for Blue Grass Airport runway; $10.3 million for Kentucky Horse Park roads and pedways.
6Judgments will be paid out of State Construction.

Note:  Federal funds and proposed bond funds are not included.



Artisans Center -- which makes no legal sense -- and $285 thousand to the Heritage Council for the biennium.  In all, $67.9 million annually is transferred directly from the Transportation Cabinet to other agencies. 

The House budget would continue to fund the aviation program -- as much as $19 million in FY 09 -- out of the struggling Road Fund.  The House budget removes from aviation $1.3 million in General Fund revenue proposed for the biennium by the Administration and puts a like amount into the Public Transportation Program.  The operation of the Department of Aviation would be funded with $3.650 million annually in Road Fund revenue with up to $10 million authorized for airport grants and other aviation programming.  And, on top of this, $9 million would go to the Blue Grass Airport in FY 09 for runway construction.  Funding the aviation program with Road Fund revenue is, of course, patently unconstitutional.  Section 230 of the Kentucky Constitution provides that highway user revenues are to be used for highway purposes.  KBT supports a strong aviation program, but highway users have no particular ability to fund the program considering the unmet needs on the state’s highways. 
The State Construction Account would be funded by the House at $167.4 million in FY 09, down from the Administration’s $182.9 million.  For FY 10, the account would be funded at $180.7 million versus the Administration’s $220.6 million.  The Resurfacing Program for FY 09 would be funded at $97 million versus the Administration’s $87 million.  For FY 10, the program would climb to $107 million versus the Administration’s $97 million.  The House would increase the Contingency Account by $5 million in FY 09 and $7.3 million in FY 10.  The House would divert $10 million for the biennium to Kentucky Pride versus the $5 million proposed by the Administration.  

Public Transit – The House budget would provide General Fund revenue in the amount of $5,178,200 for the Public Transportation Program in each year of the biennium versus the Administration’s $4,528,200.  For the current biennium, the program is funded at $7,703,400 in FY 07 and $5,203,400 in FY 08.  The General Assembly raised funding for transit in FY 07 by $2,500,000 to help metro systems match federal funds.  A major portion of transit money -- $2,950,000 annually -- continues to be designated for non-public school transportation.  The proposed budget authorizes the continued use of toll credits (no cash value) to maximize Federal transit grants.
Other transportation related measures included in the House budget:

· Would continue the use of toll road credits to match the bulk of federal funds.  Some $40 million in state funds would be budgeted for matching purposes.  A provision in SAFETEA-LU requires Appalachian highway funds to have a cash match rather than toll road credits.  The balance of the $130 million, or so, that would be required to match federal funds would, as in the current budget, go into the State Construction Account. 
· Would authorize $50 million in new Economic Development Road Bonds for highway improvements to serve Fort Knox expansion.  

· Would authorize 15 design-build projects versus the Administration’s 10.
· Would authorize $17.5 million in bonds for maintenance of the Kentucky River Locks and Dams. 
· Would make a final payment of $9.1 million in FY 09 on the Resource Recovery Road Bond issue.  

Plan to Help Road Fund Keep Pace with Inflation Cut from Bill

What appeared to be a realistic approach by Rep. Don Pasley, chairman of the House Budget Review Subcommittee on Transportation and House Leadership, to allow the highway program to better keep pace with inflation by implementing a quarterly revision of the motor fuels user fee, rather than an annual revision, failed this week.   

HB 262 was amended Wednesday in House A & R to become the vehicle for the House package of enhanced funding for General Fund and Road Fund programs.  For the General Fund, the bill would raise the cigarette tax by 25 cents and apply the sales tax to a few services to generate an estimated $145 million for FY 09 and $148 million for FY 10 for the General Fund.  For the Road Fund, the bill, as amended, provided that beginning in January 2010, the average wholesale price index for motor fuels would be calculated quarterly with a quarterly cap of 10 percent versus the current annual calculation with a cap of 10 percent.  

 

The current price-capped AWP of $1.62 yields a fee of 14.6 cents per gallon.  (A user fee of 5 cents and a UST fee of 1.4 cents are added to this for a total of 21 cpg.)  In July of FY 09, the fee will, under present law, rise to 16 cents per gallon (22.4 cpg total) and, in July FY 10, rise to 17.6 cents (24 cpg total).  Under the amendment, the fee, assuming an average wholesale price of $2.59 for 2010, could rise during 2010 to 23.3 cpg (29.8 cpg total, comparable to the current fee of our northern neighbor states).  

Unfortunately, the provision which could have given the Road Fund a real boost was removed with a floor amendment.  After the removal of the provision, the bill was passed by the House by a vote of 50-45.  On the bright side, the bill prevents some severe cuts to education and does lock-in the FY 09 AWP floor for the motor fuels user fee.  (How they voted on passage of HB 262: http://www.lrc.ky.gov/record/08RS/HB262/vote_history.pdf.)

The only significant help in the offing to bolster the General Fund -- the expanded gaming proposal -- is “kept alive,” in a manner of speaking, in the House budget bill which provides for the creation of an account for “proceeds from expanded gaming.”  The Administration has estimated it could generate as much as $600 million annually.  Additional General Fund revenue is very important to Kentucky transportation.  Public riverports, public transit, airports, and rail assistance all constitutionally rely on the General Fund for support.  

Highways could also benefit from a healthier General Fund.  Last year, Beshear told the KBT Gubernatorial Forum a better financed General Fund could help reduce Road Fund diversion.  Beshear said he would use Road Fund revenue for Road Fund purposes as part of the answer to meeting transportation needs.

House Approves Infrastructure Authority Bill

The House this week approved and sent to the Senate HB 689, which would establish the Kentucky Public Transportation Infrastructure Authority to provide a structure to deal with the state’s mega projects.   

Action on the bill included the adoption of an amendment by Rep. Scott Brinkman to include a revolving member from the local government where the project is located and other provisions to clarify the authority’s operation.  The amendment provides that at least eight members of the 12 member authority must vote to approve a new project; require an agreement specifying operating parameters before the project moves forward; tolls must be project specific; prior to commencement of construction of a project, the authority, the Transportation Cabinet, and the governing body of each local government where a project is located must enter into a development agreement specifying the construction and financing parameters of the project, including: maximum amount of per-vehicle tolls; duration of the tolls; expected  transfers from the road fund to be used for construction costs; and expected amounts of federal funds that will be used for construction costs.

The vote on the bill was 84 to 13:  http://www.lrc.ky.gov/record/08RS/HB689/vote_history.pdf.

Senate Approves Booster Seat Legislation

SB 120, sponsored by Sen. Tom Buford and cosponsors Sens. Jerry Rhoads and Dorsey Ridley, was approved by the Senate this week by a vote of 20 to 5 with 2 abstentions.  The bill is less restrictive than Rep. Tom Burch’s HB 55, which has passed the House.  You may wish to thank your Senator for his vote on the bill:  http://www.lrc.ky.gov/record/08RS/SB120/vote_history.pdf 
The Kentucky Injury Prevention and Research Center conducted an analysis of data on crash outcomes in Kentucky, and the findings confirm the impor​tance of using a booster seat.  The research suggests that children ages 4 up to age 8 using a child safety seat were 40 percent less likely to be hospitalized after a crash.  Of those hospitalized, children using a safety seat spent less time in the hospital (31 percent less), had less severe injuries (18 percent less), and incurred lower hospital charges (16 percent less).  Fifty-five children ages 4 through 7 died in motor vehicle accidents between 2000 and 2005 in Ken​tucky.  During that time, more than seven thousand additional children in this age group were injured in motor vehicle crashes.  The use of a booster seat could have prevented many of these deaths and injuries from occurring.  KBT supports booster seat legislation.

Consulting Engineers – HB 349 was amended this week in the House Transportation Committee to provide that the selection of consulting engineering firms to provide engineering and related services to state government would be controlled by Cabinet professional engineers who are merit employees rather than left up to non-merit employees, the Transportation Secretary, and Governor.

KBT’s list of some transportation and related legislation under consideration in the 2008 General Assembly session is at http://www.kbtnet.org/inner.iml?mdl=legislative_issues.mdl
Wilder Named GOLD Commissioner

Gov. Steve Beshear has appointed Tony Wilder, Judge/Executive of Boyle County, as commissioner of the Governor’s Office for Local Development (GOLD).  Wilder has served as Boyle County Judge/Executive since 1993.  He previously served as Boyle County Circuit Court Clerk from 1988-93.  He assumes his new position April 16.  He will replace Jim Cauley, Gov. Beshear’s chief of staff, who is currently serving as acting commissioner of GOLD.
Register Now for the 28th Annual Washington Fly-In
The nation’s transportation system is currently facing one of the most critical times it has faced in the last 50 years.  In view of the failure of the Bush Administration to provide the leadership to address the need for an adequately funded national transportation system, Congress must step up to address the significant challenge of providing the transportation investment necessary to maintain U. S. competitiveness in a global economy.  A NATIONAL transportation system is essential.  It is critical that the Kentucky Congressional Delegation understands what is at stake.  KBT has arranged the annual Washington Fly-In for May 21-22 to help foster this understanding. Your participation is needed.

For Fly-In details and registration: http://www.kbtnet.org/uploads/KBT_Fly_In_Details___Registration.doc 






























