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Highway Plan:  $8 Billion in Projects/$5 Billion in Revenue
The Kentucky Transportation Cabinet this week issued a revised Six-Year Kentucky Highway Plan containing some $8 billion in projects and revenues estimated at $5.3 billion.  The plan replaces a version enacted by the General Assembly in HB 79 and vetoed by Gov. Steve Beshear, depending on the outcome of current litigation.  

The substitute plan includes the same projects the administration presented in February and the $317 million of additional projects proposed by the House and Senate.  Anticipated revenue for FY 09-14 to pay for the projects totals $5.016 billion -- $3.924 billion in federal funds; $240 million in state and local match; and $852 million in State “SP” funds.  When FY 08 carry-forward funds are included, KYTC expects to have $5.3 billion in state and federal highway funds to apply to the plan.

The bulk of federal funds will be matched with toll road credits.  Only the Appalachian Program requires a cash match.  
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Federal funds for FY 10-14 are assumed to be at about the same level as authorized by SAFETEA-LU for FY 09, the last year for the program.  The federal portion of the plan is “balanced,” based on this assumption.  The plan narrative notes, “It should be understood that all of the federal programs outlined . . . are predicated upon the assumption that Congress will address the Federal Highway Trust Fund problem, as the failure to do so will lead to potentially catastrophic results to the nation's highway system.  

“It is possible that the final federal appropriations may be altered significantly over the next few years if Congress fails to enact adjustments to the Federal Highway Trust Fund.  Beginning in FY 09, the projected Highway Account balance is below the amount needed to keep the program running at current levels and could result in a cut of 40 percent to FY 09 funding levels alone.  Such a reduction would return Kentucky's federal-aid highway program to pre-1998 levels.  Each year that Congress allows the situation to continue, the problem will deepen.”  

15-Year “SP” Plan -- The plan narrative notes the “average citizen” likely does not understand “the nature of the problem presented by a grossly under-funded Highway Plan.  When a Highway Plan is prepared by the KYTC and enacted by the General Assembly, the public expects that the projects within that plan will be built within a reasonable amount of time. 

“When the Highway Plan is under-funded by over $3 billion in a funding category where state construction revenues accrue at a rate of about $200 million annually, we no longer have a ‘six-year’ plan.  In fact, the ‘State Projects (SP)’ section of the Highway Plan is more correctly a ‘15-year’ plan. Even though the federal projects are fiscally constrained each year as required by federal law, the problems associated with an over-burdened ‘SP’ account necessitate that the KYTC refrain from addressing the projects in this book as a ‘six-year plan.’  In truth, this document is nothing more than this edition's title reflects: a ‘Highway Plan.’”

KYTC Secretary Joe Prather’s cover letter for the plan takes note of the serious funding situation, observing, “The Executive Budget which was enacted by the 2008 General Assembly . . . falls short of meeting the many challenges and obligations that lie ahead.  This is certainly true of the State Road Fund which, even though showing some moderate growth, is not keeping pace with road construction prices.  The prices associated with steel, asphalt, and other road-building materials have soared by 40% over the past three years.

“As we assess the Transportation Cabinet's ability to meet future highway needs, we must recognize that when projects cost more, careful choices must be made about the type and extent of road system improvements we pursue.  
“Kentucky's highway infrastructure represents a huge public capital investment that must be protected.  Accordingly, the 2008 Highway Plan contains many priority operational, maintenance, safety, pavement restoration, and bridge repair projects.  
“As important as upgrading our existing infrastructure is today, the need is also great to adequately provide for the economy of tomorrow.  Nowhere else in the state does that ring more true than in Louisville, Kentucky's largest city and premier economic engine.  Without significant investment in a $4.1 billion project designed to complete I-265 east of the city, reconstruct the aging Kennedy Interchange, and build a new downtown I-65 Ohio River crossing; Louisville will become an interstate freight bottleneck rather than the economic hub it can become if such investments are made.  
“It is against the backdrop of carefully weighed maintenance, operational, safety, and economic issues that this Highway Plan was developed.”
The revised Highway Plan can be viewed online: http://transportation.ky.gov/progmgmt/08highwayplan.html  

Jobs at Risk if Congress Fails to Fix the Highway Fund
Some 400,000 American jobs are hanging in the balance awaiting action by Congress to “fix” the $3.3 billion deficit in the Highway Account of the Highway Trust Fund, according to AASHTO Executive Director John Horsley.  Nearly 5,600 of those jobs are in Kentucky.

“These are good paying jobs -- engineers, architects, tradesmen and other professionals in every state department of transportation in America.  They include factory jobs that produce the tons of construction materials necessary to build and maintain the nation’s highways and bridges,” said Horsley.

Without congressional action to shore up the highway shortfall, a program cut of up to $13.5 billion will result at the beginning of the fiscal year, October 1.  This is a critical situation for the nation’s highway program.  If the shortfall is not fixed, Kentucky’s funding for FY 09 will be reduced by some $200 million.
 
A new proposal by Sens. Max Baucus (D-Mont.) and Chuck Grassley (R-Iowa) would close the hole in the Highway Account by transferring $8 billion to the Highway Trust Fund that was transferred out of the account to the federal General Fund by the 1998 surface transportation reauthorization law, TEA-21.  Now that the Highway Account faces major shortfalls in 2009 and beyond, transportation proponents say Congress should restore this $8 billion. Doing so would provide sufficient balances to allow for the full $41.2 billion in guaranteed funding for the highway program for FY 09 and help ease the path to higher funding levels for reauthorization next year.
Since the proposed $8 billion transfer is intergovernmental, the Congressional Budget Office indicates the transfer would not constitute a spending outlay, violating the pay-go rule.  The Joint Committee on Taxation confirms that this transfer would have no revenue effect. 
The current aviation program extension – the proposed vehicle for fix -- expires June 30.  Congress is scheduled to begin a week-long recess June 27.  A new extension needs to be passed next week.  KBT has asked Sens. Jim Bunning and Mitch McConnell to support the provision and members may wish to do the same.  
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Highway Rescission Reduced Kentucky Contract Authority by $49.5 Million
The state-specific impact of the $3.15 billion congressional rescission of federal highway spending authority for FY 08 was posted by FHWA earlier this month.   Kentucky’s reduced contract authority totaled $49.5 million across all programs: Interstate Maintenance, $13.3 million; NHS, $15.3 million; STP, $4.9 million; Bridge Program, $8.1 million; Metro Planning, $268 thousand; Recreational Trails, $152 thousand; Enhancement, $1.5 million; and Equity Bonus, $4.7 million. Rescissions FY 05 through FY 08 have reduced Kentucky’s contract authority by a whopping $170.5 million.
Pennsylvania House Rejects Governor’s Turnpike Deal 

Pennsylvania Governor Ed Rendell’s proposal to give a 75-year lease of the Pennsylvania Turnpike to a private operator for $12.8 billion has been rejected by a vote of 185-12 by the 203-member Pennsylvania House.   Quaker State legislators are apparently as hostile to privatization as Kentucky legislators.













































Transportation Day at the Downs – KBT Chairman Greg Hensley, right, presented a trophy to Tora owner and trainer, Steven Asmussen and family and jockey, Shaun Bridgmohan.  Tora was the winner of the second race at Churchill Downs, Thursday, during  KBT’s networking event, Transportation Day at the Downs.








