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Senate Agrees with House to Return $8 Billion to Trust Fund

The sixth attempt in the Senate to meet the shortfall in the Highway Account of the Highway Trust Fund was successful.  The Senate, Wednesday night, by voice vote approved the transfer of $8.017 billion from the General Fund to the HTF, restoring the amount transferred to the General Fund in a 1998 budget deal.  The October 1 effective date of the bill was amended to September 10 allowing funds to be used in FY 08 to avoid work stoppage in a number of states. 

On Thursday, the House quickly concurred with the Senate amendment and sent the bill to the President.

The KBT Board of Directors, today, expressed KBT’s appreciation to the Kentucky Congressional Delegation for their support of the measure and expressed the hope that the bipartisan cooperation that kept the HTF solvent in FY 09 will continue as Congress develops and passes a new authorization bill that will meet the nation’s transportation needs.

Last Friday, USDOT Secretary Mary Peters joined the call for Senate action on H.R. 6532, passed by the House in July, and warned that the Highway Account of the HTF would, at current spending rates, start the new fiscal year on October 1 with a zero balance.  Peters said the FHWA, effective today, would begin making reimbursements to states on a weekly basis, instead of the normal twice daily cash reimbursements, and reimbursements would be on a pro-rated basis.  

As recently as July, the Administration opposed the House legislation.  Peters said the recent and sudden decline in American driving and the resulting decline in gas tax revenue during the summer had accelerated the predicted shortfall.  In July, the Congressional Budget Office estimated the Highway Account would have a $4 billion shortfall in FY 09.  This deficit, if not resolved, would have resulted in a cutback of some $235 million in federal funds for Kentucky during FY 09, based on FHWA estimates in May when the shortfall was estimated at $3.3 billion.

Senate Environment & Public Works Committee Chairwoman Barbara Boxer (D-CA), speaking on the Senate floor, said, “If we didn't act on this and that $8 billion was not restored, we would have lost 379,000 jobs all across America . . . .  This is not the time to play games.  In August, we lost 84,000 jobs in America.  Imagine if we had added another 379,000 lost jobs.  This is an important moment for us, not just for us as legislators acting responsibly but for our States and for the working people of this country.”

With regard to reauthorization, said Boxer, “we have to figure out a way to finance highways and transit systems and repair bridges and the rest with a more secure source of funding.  We are going to have to look at how we keep pace with the many billions of dollars needed for repair.  We have to make sure we pay attention to our nation's infrastructure if we care about a thriving economy, moving goods, moving people, all the rest.  If we ignore this, it is to our detriment.”

Addressing comments that the funding should not be transferred from the General Fund, Sen. James Inhofe (R-OK), ranking minority member of the Senate Environment & Public Works Committee, said, “Despite the arguments to the contrary, in my opinion, H.R. 6532 is not a raid on the general fund. 

“. . .  In 1998, they took $8 billion out of the trust fund and put it into the general fund.  That is critical, we understand, because this is a moral issue.  Probably the most popular tax in America today is the tax we have on our highways because people know when they buy a gallon of gas, that money is going to go to repairing highways, bridges and overpasses and make them safer for everyone in America.  That is fine, but when they find out we have raided that trust fund and have taken $8 billion out and put it into the general fund, that is morally wrong. 

“I can remember being on the floor 10 years ago, in 1998, saying this is wrong, we shouldn't be doing it. I have been trying to rectify that problem since 1998. 

“We are in a position where we can look at it this way: that we are rectifying something that should not have happened 10 years ago. We are giving back the $8 billion to the trust fund.  That is not fiscally irresponsible.  I think it is the right thing to do. 

“While I agree with my colleagues the highway program has grown to include things that are not in the federal interest and doing nothing to save lives or reduce congestion or relieve the problems of transportation -- which is a crisis in America -- these issues are more appropriately dealt with in the national highway reauthorization bill for 2009. 

“ . . . I agree there are a lot of items that should not be in a transportation reauthorization bill.  Over the years, more and more projects have crept in. 

“. . . While I am conservative, I have said I am a big spender in two areas.  One is national defense and the other is infrastructure.  That is what government is supposed to be doing.”
Sens. Jim DeMint (R-SC) and Judd Gregg (R-NH), who had previously blocked Senate attempts to solve the shortfall problem, dropped their objection Wednesday and allowed the bill to come to the floor. 

“Today's votes,” said DeMint, “are creating tomorrow's fiscal disasters, and this $8 billion Highway Trust Fund bailout is really just one example.  We're going to have to borrow this money from China or who knows where.”
Gregg said the 2005 highway bill known as SAFETEA-LU contained more than 6,000 earmarked projects at a cost of $24 billion.  He said some of the earmarks should have been eliminated to make up for the deficit in the HTF. 

Sen. Tom Coburn (R-OK), whose state announced earlier this week it was halting $80 million in projects, said, “begrudgingly, I will support” the bill, but “it is the wrong way to do it.  It is not wrong to put the additional money in there; it is wrong to not pay for it.”  Coburn said the funding should come by reducing “some of the $300 billion-plus waste we now know exists every year in the Federal Government.”

Little Time Left to Deal with Aviation Funding, FY 09 Appropriations 

Having solved the Highway Trust Fund crisis, other critical transportation issues needing Congressional resolution before the targeted adjournment late this month include extending taxes that support federal aviation programs, authorizing additional funds for Amtrak, and enacting appropriations for FY 09.

Congress must act this month to extend the revenue authority of the Federal Aviation Administration, which expires Sept. 30, or aviation taxes will not be collected starting Oct. 1.  The FAA's taxing ability got a three-month extension in June. 

Different versions of the Passenger Rail Investment & Improvement Act have passed the Senate and House by veto-proof margins.  The House has named conferees but the Senate has not yet named them. Once the Senate names its conferees, it's expected there will be a quick conference committee and final passage before adjournment.

With regard to transportation appropriations for FY 09, it is generally expected Congress will pass a continuing resolution extending FY 08 funding levels into the next fiscal year that begins Oct. 1.  The new Congress and President would deal with the issue after taking office in January.

Slowing Economy Taking Toll on Road Fund

Thanks to the partial index of the motor fuels user fee, Road Fund revenue in FY 08 came in at $1,262.8 million, an increase of 3 percent over FY 07, and slightly over the $1,261.9 million budgeted in the 2006 session.  However, revenue declined in every quarter from a high of a 7.7 percent increase in the first quarter to a minus 3.6 percent in the fourth quarter, coming in $20 million short of the Consensus Group’s revised estimate in January of this year. 

As the economy slowed, virtually every category of revenue from the January 2008 estimate declined, with the exception of interest on investment.  The downward trend in revenue has continued in the first month of the new year.  Revenue for July 2008 totaled $98.5 million compared to $100.5 million for July 2007.

The $20 million shortfall in the FY 08 forecast was offset by $47.2 million in expenditures less than budgeted, including $10.9 million in General Administration and Support and $27 million in Debt Service.

State Budget Director Mary Lassiter presented the FY 08 budgetary review to a recent meeting of the Joint Appropriations and Revenue Committee.  General Fund revenue for FY 08 totaled $8,664.3 million, for a growth rate of 1.1 percent.
Branham Named Budget Director

Tammy S. Branham has been named executive director of KYTC’s Office of Budget and Fiscal Management.  She has worked in the budget office for the last five years and has been a Cabinet employee since 1991, working in Personnel, IT, Highway Design, Employee Development, and Fleet Management.

Branham succeeds Russell Romine who has moved on to the State Highway Engineer’s office where he is an executive staff advisor.  His duties will include the Six-Year Plan, federal, and state legislative issues.  

KBT wishes Branham and Romine well in their new jobs and looks forward to their continuing high standards of service to the Commonwealth.

NAM Alliance: Use a Stimulus Package to Fix Infrastructure 
The Alliance for Improving America’s Infrastructure has called on Senators Barack Obama and John McCain and Members of Congress to support a new economic stimulus package to provide funding for the country’s crumbling highways, bridges and transportation systems.  The Alliance, sponsored by the National Association of Manufacturers, says potentially some 750,000 jobs could be created throughout the country within 90 days.

“Finding solutions to America’s crumbling infrastructure is an issue that Senators Obama and McCain and Members of Congress on both sides of the aisle should embrace,” said NAM President John Engler.

“There are $18 billion in infrastructure projects across the nation,” said Engler, “that are ready to go -- projects that have been studied at length and validated beyond question.  We must join together to find solutions to this crisis -- and creating jobs by funding the 3,000 highway and transportation projects that are ready to begin immediately is a good place to start.”

The Alliance cited a national survey conducted by AASHTO, showing there are more than 3,000 infrastructure projects nationwide, totaling over $18 billion, that are ready to be built.  Once these projects are funded, it will be only three months before supplies are purchased and workers start receiving -- and spending -- their paychecks.  The survey shows Kentucky with four ready-to-start projects with a total cost of $200 million.

“Both presidential candidates, along with Congress, must not waste this critical opportunity to put the economy back on track by funding critical infrastructure projects in a stimulus bill, one of the most immediate and sustainable ways to shore up our struggling economy,” said former Sen. Jim Talent, Honorary Chairman of the Alliance.

“Investments in our country’s roads, rails and bridges,” said Talent, “literally pay for themselves, creating a five-fold return in benefits to the state and national economy.  For every billion dollars spent on infrastructure, 42,000 jobs are created or sustained, and more than $5.70 of economic benefits is generated for every dollar invested.”




















































