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Conference Budget: Some Bonds in, Diversion Up

The General Assembly late Wednesday adopted a much-compromised Free Conference Budget (HB 406) – devoid of any significant revenue enhancement and heavy on use of agency special and trust fund accounts, including record use of highway user revenue for General Fund purposes.  In an unprecedented move, 21 House members, including five committee chairpersons and the chair of the Transportation Budget Subcommittee, voted against the budget.  

Several House members spoke against the budget’s adverse impact on education, and certainly transportation proponents are aware the transportation program is not keeping pace with needs.  Good jobs and a strong economy are dependent upon a good education system and a good transportation system.  Kentucky cannot move forward without a good education system and a sustainable transportation program.  Additional revenue is clearly needed for the General Fund and the Road Fund.
As part of making the budget more acceptable to House members, HB 410 was amended to include some $150 million in General Fund bonds for miscellaneous projects that had been in the House version of the budget and to free up $193.8 million in federal funds for road projects by authorizing the use of $231 million in GARVEE bonds for the Louisville Bridges Project.  

The list of newly funded roads will be approved when the General Assembly comes back April 14-15 for the veto session, according to Majority Whip Rob Wilkey.  The debt service on the GARVEES -- $12.4 million in FY 09 and $24.8 million in FY 10 -- will be paid out of federal road funds.  Total GARVEE debt service climbs to $56.7 million in FY 09 and $68.7 million in FY 10.  

Other decisions made by the General Assembly’s free conference committee on the budget include:

●The State will not use $500 million in highway revenue bonds as proposed by the House to help reduce the $3 billion backlog of projects in the Six-Year Highway Construction Plan.

●Highway improvements to serve Fort Knox expansion will be funded with $50 million in new Economic Development Road Bonds.  
●Airport development will be funded with $60 billion in Economic Development Road Bonds with debt service to be paid with Road Fund revenue.

●Road Fund support for the State Police will rise from $50 million annually to $60 million annually. 

●Some $26.1 million in vehicle registration fees will be diverted to the General Fund.

●Some $12.1 million will be diverted from the Aviation Economic Development Fund to the General Fund.
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.  
	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
	FY 09

Conference
	FY 10

Conference

	State Police and
Other Non KTC Agencies
	67.21
	67.91
	67.91
	87.12
	90.12
	77.83
	77.83

	Aviation Admin. /Grants
	4.04
	3.74
	3.74
	11.4
	11.3
	11.4
	11.3

	General Admin. & Support
	70.1
	74.4
	74.8
	71.4
	73.0
	74.4
	74.8

	Revenue Sharing
	
	
	
	
	
	
	

	   Rural Secondary
	111.9
	121.8
	135.8
	131.8
	145.8
	131.8
	145.8

	   County Road Aid
	92.3
	100.4
	112.0
	108.6
	120.2
	108.6
	120.2

	   Municipal Aid
	38.8
	42.3
	47.1
	45.7
	50.6
	45.7
	50.6

	Debt Service
	181.1
	170.6
	180.8
	148.5
	136.6
	148.5
	136.6

	Federal Aid Match
	40.25
	40.25
	40.25
	40.25
	40.25
	40.25
	40.25

	Maintenance
	285.8
	307.6
	334.0
	307.3
	333.3
	307.3 est.
	333.3 est.

	State Construction
	175.26
	167.46
	180.76
	168.6
	202.8
	161.4
	196.4

	Contingency Account
	37.76
	40.06
	45.06
	20.07
	22.07
	31.07
	31.07

	Resurfacing
	87.3
	97.0
	107.0
	97.0
	107.0
	97.0
	107.0

	Vehicle Regulation
	18.3
	19.3
	20.6
	26.4
	23.9
	26.4
	27.3

	Highway Operations
	24.9
	22.2
	23.0
	21.5
	22.1
	21.5 est.
	22.1 est.

	Capital Construction
	6.8
	27.28
	7.3
	17.49
	4.2
	18.010
	4.2

	Judgments and Other
	20.3
	22.811
	25.211
	21.911
	22.011
	23.811
	26.511

	
	
	
	
	
	
	
	

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

	1Includes $50 million for State Police; $13.9 million for 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.

3 Includes $60 million for State Police; $13.9 million for Vehicle Enforcement.
4An additional $10 million annually may be authorized by the Cabinet from the Construction Account.
5Toll road credits will be used to match the bulk of federal funds, but Federal law does not allow their use in all situations.

6Includes $2.5 million for Kentucky Pride (to clean up dumps).
7Includes $5 million for Kentucky Pride and $4 million for the Industrial Road Access Account.
8Includes $9 million for Blue Grass Airport runway; $10.3 million for Kentucky Horse Park roads and pedways.

9Includes $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.

10Includes $10.3 million for Kentucky Horse Park roads and pedways; $600,000 for Ryder Cup parking.  The Blue Grass Airport runway is funded in the $60 million Road Bond issue.

11Judgments will be paid out of State Construction.

Note:  Federal funds and bond funds are not included.



The House would have dedicated 1.4 cents of the motor fuels user fee, effective July 1, to pay debt service on the bond issue.  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 refusal of the Senate to go along with the modest General Fund tax measures voted by the House meant that more money had to be taken from special and trust funds to help meet General Fund needs. The adopted budget transfers a total of $481.5 million including, a new record, $117.6 million in funds directly contributed by highway users.  (This $117.6 million does not include $6.5 million taken from the Kentucky Pride Trust Fund to which the Road Fund makes an annual $5 million contribution.)  The Senate version of the budget would have transferred $115.8 million in funds directly contributed by highway users.  The House budget would have transferred $95.8 million in funds directly contributed by highway users.  
The newly diverted amount includes $81.5 million from the Petroleum Storage Tank Assurance Fund and $26.1 million from Vehicle Regulation.  The budget authorizes $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 appropriation from the Road Fund for Vehicle Regulation rises from $18.3 million in FY 08 to $26.4 million in FY 09 and $27.3 million in FY 10.  

(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.  Including 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 program picked up a new responsibility this session with an amendment to SB 69 that provides it will make up any shortfall in fees paid to the Environmental and Public Protection Cabinet by hazardous facilities operators.)

The diverted Vehicle Regulation restricted funds were collected on registration fees designated 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 budget uses new Road Fund dollars and a bond issue to implement AVIS.

The House budget would have continued 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.  The budget provides an additional $13.9 million annually for Vehicle Enforcement.  The budget provides $700 thousand to the Artisans Center -- which makes no legal sense.  

In all, $188.3 million for the biennium is transferred directly from the Road Fund to other agencies.  If highway user generated revenues transferred from agency funds to the General Fund are included, the total transferred for the biennium is a whopping $305.9 million.

Aviation Program – The budget funds the aviation program at $75.1 million in FY 09 and $15.1 million in FY 10.  FY 09 funding includes $3.7 million in restricted funds, $11.4 million in Road Fund revenue and includes a $60 million Economic Development Road Bond issue to fund a Six-Year Aviation Plan, which as yet has not been adopted.  FY 10 funding is $15.1 million including $11.3 million in Road Fund revenue.  Debt service on the bond issue is estimated at $2.7 million in FY 09 and $5.3 million in FY 10.

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.  
Funding the aviation program with Road Fund revenue and/or bonds amortized with Road Fund revenue is 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. 

In an apparent effort to evade the constitutional provision of “highway user revenues for highway purposes,” the budget includes the following language:  “The Transportation Cabinet may use Road Fund resources for the purpose of the maintenance or construction of public runways, parking lots, pedways, or other transportation infrastructures which are connected to a roadway and can be traversed by a vehicle.”  Needless to say, a statute cannot be used to override the constitution.

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 is funded at $161.4 million in FY 09 and $196.4 million in FY 10.  The Resurfacing Program is funded at $97 million for FY 09 and for FY 10, $107 million.  The Contingency Account is funded at $31 million annually.  Of this amount, $5 million annually will go to the Kentucky Pride Fund for dump clean-up and $4 million annually for the Industrial Road Access Account.  

The budget continues the use of toll road credits to match the bulk of federal funds.  Some $40 million annually in state funds is 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 $120 million, or so, that would be required to match federal funds goes into the State Construction Account. 

Public Transit – The House prevailed over the Senate in transit funding.  The adopted budget provides General Fund revenue in the amount of $5,178,200 annually for the program.  The Senate budget would have provided General Fund revenue in the amount of $4,528,200 and Road Fund revenue in the amount of $650,000 annually.  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 Kentucky Constitution provides that the General Assembly session must adjourn sine die no later than midnight April 15.  The Constitution gives the governor 10 days after a bill passes -- excluding Sundays -- to issue a veto, so by completing the budget by April 2 the General Assembly preserved the right to override any budgetary veto the Governor might issue.

Budget: How they voted – http://www.lrc.ky.gov/record/08RS/HB406/vote_history.pdf 

Action Postponed on Infrastructure Authority 

How the state will deal with the construction of some $12 billion in major highway facilities needs was left by the Senate to be decided another day.  HB 689, which would establish the Kentucky Public Transportation Infrastructure Authority to provide a structure to deal with the state’s mega projects, was not considered by the Senate.  The House passed the bill by a vote of 84-13.  

The budget temporarily, at least, solves the problem for one of the projects in that it authorizes the Transportation Cabinet to update the initial Louisville Bridges funding plan to utilize toll revenues as “an available funding source.”  And, HB 410 authorizes $231 million in GARVEES to keep the project moving during the biennium.  The Kentucky Turnpike Authority could be used to build and operate the mega projects, but legislative leaders say a different structure, such as that proposed in HB 689, is needed to avoid unduly encumbering the state’s bonding authority.

The Cabinet’s proposed Six-Year Highway Plan provides the Louisville Bridges Project would be funded from 2011 to 2014 with $366 million of traditional revenues (including $351.7 million in GARVEES).  Additionally, the plan provides, beginning in 2011, the 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 project on course through 2014, the plan provides that $845 million of new revenues would need to be generated from “innovative financing” to meet the total project funding requirement of $1.44 billion for the FY 08-14 period.  The General Assembly’s version of the highway plan is not yet available.

Booster Seat Approved – SB 120, sponsored by Sen. Tom Buford and cosponsors Sens. Jerry Rhoads and Dorsey Ridley, was approved by the House during the waning hours of the session and has been sent to the Governor for his signature.  While not as restrictive as the house bill sponsored by Rep. Tom Burch, proponents say it will be a major step in preventing injuries and deaths to the state’s children.  The bill will require that a child under age 7 years between 40 and 50 inches in height must be secured in a child booster seat.  Violators will receive a courtesy warning for a first offense with a $20 fine for subsequent offenses.  KBT applauds the General Assembly’s action on this legislation.

Indiana’s Tax on Motor Fuel Rises to 31.9 Cents

An increase in Indiana’s sales tax of 1 percentage point (6 percent to 7 percent) took effect this week causing a 3 cents per gallon increase in the state’s tax on motor fuels.  The tax at the pump will rise from 28.9 cents per gallon to 31.9 cpg.  Kentucky's current fee is 21 cpg including 1.4 cents going to oil companies for UST remediation.  The national average for state taxes as of July last year is 28.6 cpg, according to the American Petroleum Institute.
UPS Chief Urges Transport Investment

United Parcel Service CEO Scott Davis has urged increased investment in US infrastructure in a recent interview with the London Financial Times.  "Repairing and upgrading ageing roads and bridges, antiquated air-traffic control systems and overcrowded ports and railways would help ensure the US remains a viable trading partner," said Davis.  "If we sit still, we may get left out of global trade.  That's the danger for the US.  Just think of the problems we're going to have with the ports and the highways and the airports and the rails."

Idaho Considering Legislation to Ease Road Fund Shortfall
Idaho House lawmakers have introduced legislation (HB 689), backed unanimously by the House Ways and Means Committee, to raise the gasoline tax 3 cents to 28 cents per gallon; boost fees for commercial trucks; and increase registration fees on passenger vehicles to as much as $80 for new cars.  The state faces a $240 million Road Fund shortfall.

With the 2008 session winding down, House and Senate leaders have said agreement on new sources of money to fix Idaho's battered roads and bridges will be critical before lawmakers adjourn.  Observers say this may represent the limit of what legislators are willing to approve -- particularly when most of the state's 105 legislators are facing re-election in a May 27 primary, then the Nov. 4 general election.

Motorcycle Deaths Up as Helmet Laws Become Less Restrictive

Kentucky’s motorcycle death rate is the second highest in the nation with 16.6 fatalities per 10,000 registered motorcycles.  Kentucky had 98 fatalities in 2006 with 69 percent of those killed not wearing helmets.   

According to a recent USA Today story, death rates from motorcycle crashes have risen steadily since states began weakening helmet laws about a decade ago, according to a Gannett News Service analysis of federal accident data.  

Most states once required all motorcycle riders to wear helmets. A trend in the other direction began accelerating after 1995, during the same period the federal government decided to stop withholding highway money from states without helmet laws.  As states weakened or repealed the laws, the percentage of riders who wore helmets began dropping.  And fatality rates increased.

In 1996, 5.6 motorcyclists were killed for every 10,000 registered motorcycles, according to Department of Transportation (DOT) statistics.  By 2006, the most recent data available, the rate had risen to 7.3, the analysis shows.

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
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