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Senate Budget: Highway Bonds Out, Diversion Up

The Senate version of the Executive Budget (HB 406 and accompanying memorandum) tops both the House and the Administration in diverting highway user revenue to General Fund programs and is significantly different in other ways:  

●The Senate does not go along with the House in the use of $500 million in highway bonds to help reduce the $3 billion backlog of projects in the Six-Year Highway Construction Plan.

●The Senate would authorize $60 billion in Economic Development Road Bonds for airport development to be retired with Road Fund revenue.
●The Senate would raise Road Fund support for the State Police from $50 million annually to a whopping $70 million in FY 09 and $73 million in FY 10. 

●The Senate would divert nearly $12 million more than the House to the General Fund from vehicle registration fees.

●The Senate budget would transfer $8.2 million Road Fund investment income to the General Fund.

●The Senate, for the first time, would use Road Fund revenue to fund public transportation.

The House -- recognizing there is a significant need for increased investment in highway projects critical to the state’s wellbeing -- included in its version of the budget authorization for $500 million in new Economic Development Road Revenue Bonds.  
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.

The Senate budget transfers $465.4 million in special and trust funds from various state programs to the General Fund, including some $115.8 million in funds directly contributed by highway users.  The House budget transfers $416 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.  This includes $81.5 from the Petroleum Storage Tank Assurance Fund in both House and Senate transfers.  Both budgets 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 Conference 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.)
	
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
House
	FY 10
House
	FY 09
Senate
	FY 10
Senate

	State Police and
Other Non KTC Agencies
	67.21
	67.91
	67.91
	87.12
	90.12

	Aviation Admin. /Grants
	4.03
	3.73
	3.73
	11.4
	11.3

	General Admin. & Support
	70.1
	74.4
	74.8
	71.4
	73.0

	Revenue Sharing
	
	
	
	
	

	   Rural Secondary
	111.9
	121.8
	135.8
	131.8
	145.8

	   County Road Aid
	92.3
	100.4
	112.0
	108.6
	120.2

	   Municipal Aid
	38.8
	42.3
	47.1
	45.7
	50.6

	Debt Service
	181.1
	170.6
	180.8
	148.5
	136.6

	Federal Aid Match
	40.24
	40.24
	40.24
	40.24
	40.24

	Maintenance
	285.8
	307.6
	334.0
	307.3
	333.3

	State Construction
	175.25
	167.45
	180.75
	168.6
	202.8

	Contingency Account
	37.75
	40.05
	45.05
	20.06
	22.06

	Resurfacing
	87.3
	97.0
	107.0
	97.0
	107.0

	Vehicle Regulation
	18.3
	19.3
	20.6
	26.4
	23.9

	Highway Operations
	24.9
	22.2
	23.0
	21.5
	22.1

	Capital Construction
	6.8
	27.27
	7.3
	17.48
	4.2

	Judgments and Other
	20.3
	22.89
	25.29
	21.99
	22.09

	
	
	
	
	
	

	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.

2Includes $70 million in FY 09 and $73 million in FY 10 for State Police and $13.9 million annually for Vehicle Enforcement.
3An additional $10 million annually may be authorized by the Cabinet from the Construction Account.
4Toll road credits will be used to match the bulk of federal funds, but Federal law does not allow their use in all situations.

5Includes $2.5 million for Kentucky Pride (to clean up dumps).
6Includes $5 million for Kentucky Pride and $4 million for the Industrial Road Access Account.
7Includes $9 million for Blue Grass Airport runway; $10.3 million for Kentucky Horse Park roads and pedways.

8Includes $10.3 million for Kentucky Horse Park roads and pedways.  The Blue Grass Airport runway would presumably be funded in the $60 million Economic Development Road Bond issue.
9Judgments will be paid out of State Construction.

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



The Senate budget would transfer $26.1 million and the House $14.3 million from the Department of Vehicle Regulation.  These diverted, restricted funds were collected on registration fees for the implementation of AVIS and for other software and hardware improvements related to the collection of road fund taxes by county clerks’ offices.  The Senate uses new Road Fund dollars ($10.4 million for the biennium) to implement AVIS.

The House budget would continue the $50 million annual transfer from the Road Fund to the State Police, compared to the Senate’s $70 million in FY 09 and $73 million in FY 10.  The transfer has been at $50 million since FY 06 when it was at $29.8 million.  An additional $13.9 million annually in both budgets would go into Vehicle Enforcement.  
The Senate eliminates the $700 thousand going to the Artisans Center -- which makes no legal sense -- and reduces to $85 thousand the Road Fund contribution to the Heritage Council for the biennium.  In all, $177.2 million for the biennium is transferred directly from the Transportation Cabinet to other agencies. 
Aviation Program -- The Senate version of the budget would fund the aviation program with $11.4 million in FY 09 and $11.3 million in FY 10 with Road Fund revenue and authorize a $60 million Economic Development Road Bond issue to fund the Six-Year Aviation Plan.  As originally proposed, the aviation development plan, along with a new runway at Lexington’s Blue Grass Field, would have an estimated cost of $161 million with $24 million of the total expected to be funded by the FAA.  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 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 and/or bonds amortized 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. 
Keeping highway user dollars in the Road Fund would have a significant positive impact on work that could be undertaken via the State Construction Account, the Transportation Cabinet’s “balancing account.”  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.  

The State Construction Account would be funded by the Senate at $168.6 million compared to the House at $167.4 million in FY 09.  For FY 10, the account would be funded by the Senate at $202.8 versus the House at $180.7.  The Resurfacing Program is funded at the same level by both Senate and House, $97 million for FY 09 and for FY 10, $107 million.  The Senate would fund the Contingency Account at $20 million in FY 09 and $22 million in FY 10 -- one-half the House level.  Of these amounts, $5 million annually would go to the Kentucky Pride Fund for dump clean-up and $4 million annually for the Industrial Road Access Account.  
The Senate budget would -- just as the House -- 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. 
Both budgets would authorize $50 million in new Economic Development Road Bonds for highway improvements to serve Fort Knox expansion.  Both budgets would authorize 15 design-build projects versus the Administration’s 10. 

Public Transit -- The Senate budget would provide General Fund revenue in the amount of $4,528,200 and Road Fund revenue in the amount of $650,000 for the Public Transportation Program in each year of the biennium.  The House budget would provide General Fund revenue in the amount of $5,178,200.  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 in both budgets -- $2,950,000 annually -- continues to be designated for non-public school transportation.  
It does not appear that the expanded gaming proposal -- the only significant help in the offing to bolster the General Fund -- has any chance whatsoever.  Additional General Fund revenue is critical for Kentucky education and very important to Kentucky transportation.  Public riverports, public transit, airports, and rail assistance all constitutionally rely on the General Fund for support.  

Highways could obviously 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.

Infrastructure Authority Bill in Jeopardy

Senate Highway Committee Chairman Brett Guthrie has reportedly said his committee is not planning to consider HB 689 which would establish the Kentucky Public Transportation Infrastructure Authority to provide a structure to deal with the state’s mega projects.  The House passed the bill by a vote of 84-13. 
The Senate has reportedly budgeted the Louisville Bridges Project for $341 million over the next two years versus the House provision for $231 million.  The additional funds were injected at the expense of other projects, including a reported $65 million in Louisville.  As proposed by the Transportation Cabinet and adopted by the House, the construction of the eastern Louisville bridge would be postponed by two years.  Senate leaders are quoted as saying the additional funding would keep the project on the original construction schedule.  

The Cabinet plan would require, beginning in 2011, another $366 million of traditional revenues which would carry the project through 2014.

The Cabinet plan assumes, beginning in 2011, the Louisville Bridges Project would be the first beneficiary of whatever innovative financing mechanisms can be enabled by the 2008 General Assembly to assist with funding of the mega projects.  To keep the Louisville Bridges Project on course through 2014, the plan would provide that $845 million of new revenues would need to be generated from “innovative financing” to meet the total Louisville Bridges Project funding requirement of $1.44 billion for the period.  

The plan’s two-year postponement of construction of the eastern Louisville bridge came as a blow to state business and industry dependent upon interstate movement of people and products in the Louisville region.  Congestion is a major problem where Louisville’s Kennedy Bridge is a choke point.  The frequent tie-ups on the bridge often mean assembly lines cannot be started at places like Ford and General Electric and can affect business operations in Elizabethtown, Bowling Green and other areas of the state served by I-65, I-64, and I-71.  

Some special interest groups have painted the eastern bridge as a project primarily benefiting southern Indiana, and the issue has been further clouded by a group favoring an eastern bridge and proposing to eliminate I-64 in the CBD.  The Kentucky logistics community sees an eastern bridge as the quickest way to relieve cross-river congestion, and understands an early completion of the eastern bridge can lessen the impact of construction on the downtown bridge and Spaghetti Junction. 

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 — copy and paste: 

http://www.kbtnet.org/uploads/KBT_Fly_In_Details___Registration_2.doc































