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House Votes to “Save” 4 Cents, Authorize $400 Million in Bonds

The House, today, by a vote of 82-17, passed HB 374, the measure to prevent gasoline and diesel fees from falling below their current levels, and, by a vote of 97-2, passed HB 536 to authorize the sale of $400 million in bonds for State construction (SP) projects.  

Appropriations and Revenue Chair Rick Rand managed HB 374 on the floor, saying the Six-Year Road Plan, which would be presented, is based on locking in the 4 cents that would be lost from the motor fuels user fee if HB 374 were not enacted.  The bill would raise the floor of the average wholesale price on which the tax is calculated from $1.342 to $1.786.  

Rand noted that revenue sharing statutes mean that nearly 2 cents of the four cents benefits local government.  He observed Kentucky’s fee is lower than most of the surrounding states yet the price of motor fuel is usually the same in these states as in Kentucky.  

Rep. Lonnie Napier, Lancaster, urged passage of the bill, saying “If we don’t pass this bill, there is a good chance you will see county road crews being laid off.  I want to see US 27 and KY 52 completed in my district.  We need these highways completed for economic development” and to prevent deaths.

Rep. Harry Moberly, Richmond, responding to bill critics, said telling constituents they would get the 4 cents if the bill fails is a “false promise” in that motor fuels prices in Kentucky and adjacent states shows the 4 cents would be going to oil companies – not constituents.  To those who had raised the economy and loss of jobs as reasons to vote against the bill, Moberly said “How can you create jobs without roads?  Good transportation is necessary for jobs.  We were sent here to change things so that they are what’s best for the state and our communities.”

Rep. James Comer, Tompkinsville, said the four county judges and six mayors in his district, along with every employer of more than 35 people, had told him to vote to save the 4 cents.  Others speaking in support of the bill included Reps. Melvin Henley, Murray, and Steve Riggs, Louisville.

Speaking against the bill were Reps. Stan Lee, Lexington; Mike Harmon, Danville; Scott Brinkman, Louisville; David Floyd, Bardstown; and Bill Farmer, Lexington.

The legislation now goes to the Senate where Senate President David Williams has predicted it will pass.  Earlier this year, Williams, speaking at the Kentucky Transportation Conference, expressed his support for saving the 4 cents.  Pre-recession, each penny generated about $32 million, so passage of HB 374 means the state avoids the potential loss of $128 million annually.  Assuming the price of motor fuels goes back to the $2.50, or so, level, because of the 10 percent annual cap, it would take up to four years to get back to the current 22.5 cents per gallon.
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Contact information for your House member to express your appreciation for his vote is at: http://www.lrc.ky.gov/house/hsemembers.htm
Contact information for your Senator is at:
http://www.lrc.ky.gov/senate/senmembers.htm
Biennial Construction Plan Utilizes Stimulus Funds, Bonds

The House, today, adopted an FY 09-10 Biennial Highway Construction Plan (HB 330) totaling $3.745 billion -- $1.655 billion for FY 09 and $2.090 billion for FY 10.  The plan includes $441.7 million in projects to be funded with federal economic stimulus funds, with $412.7 million of that programmed for FY 09.  The plan includes $507 million in projects to be funded with revenue bonds, including $107 million previously authorized, and $231.6 million in GARVEE bonds for the Louisville Bridges.  The plan includes $1.340 billion in federal projects and $1.281 billion in projects to be funded with State funds.  The budget includes just over $340 million to apply to the State projects.

The Biennial Highway Construction Plan as passed by the House today is at:
http://www.lrc.ky.gov/budget/09rs/HB330_HCS.pdf
The four out years -- FY 11-14 -- of the Six-Year Highway Plan (included in HJR 105) includes projects totaling $6.154 billion.  These projects would be funded with $2.378 billion in federal funds; $2.289 billion in state funds; $641.7 million in GARVEE bonds; and $844.9 million in innovative financing.  The GARVEES would be used for the Louisville Bridges ($351.7 million) and the Lake Barkley-Kentucky Lake Bridges ($290 million).  The four year, 2011-2014 Highway Construction Plan as passed by the House is at: http://www.lrc.ky.gov/budget/09rs/HJ105_HFA1.pdf
As the legislation was acted upon yesterday by the House Committee on Appropriations and Revenue, KYTC Secretary Joe Prather expressed his appreciation to the leadership of the House and Senate to “face the problem” of the possible loss of the 4 cents of motor fuels revenue and to develop a road plan that would be “fair to all areas of the state.  For all of us in the Cabinet -- that philosophy fits us to a ‘T’.”  He said the projects programmed for the bond issue were ones that “desperately need to be met.”  

One Cabinet official said privately the spirit of cooperation between the Administration, Cabinet and both houses of the Legislature was better than he had seen in many years.

Infrastructure Authority Legislation Clears House A & R
HB 102 to create the Kentucky Infrastructure Authority to oversee the financing and construction of mega projects cleared the House Committee on Appropriations and Revenue this week -- after it was amended to provide local control and to write out the Authority’s doing a Northern Kentucky bridge. 
The House shepherd for infrastructure authority legislation, Rep. Don Pasley, Winchester, sponsor of HB 102, explained the compromise bill, noting that the Cabinet and Governor’s Office had been actively involved in work to make it viable.  Pasley and Secretary Prather emphasized the legislation is essential if the state’s mega projects, $500 million-up are to advance.  

The bill provides for multiple local authorities arising from requests by local governments to deal with specific Interstate and Interstate-type projects.  The Governor, by executive order, could create the local authorities.  Local authorities would have seven members, four of whom would be appointed by the Governor and three would be appointed by the chief executive of the local government or governments. 
The state authority would have 11 members including the Transportation Secretary as chairman of the authority, the Secretary of Finance, representatives of KACO, County Judge-Executives Association, and League of Cities, and six citizen members appointed by the Governor.  The chairman of each local authority would serve on the state authority as an ex officio non-voting member.

The state authority would evaluate projects proposed by local governments and have as its primary purpose the implementation and facilitation of financing of projects. 

The bill would permit the authority to sell bonds and levy tolls and use other state and federal revenues to undertake projects.  The authority would have the right of eminent domain and could contract with the Department of Highways for construction and operations.  

Debt incurred by the authority would not be a debt of the State.  State agencies and localities would be authorized to invest in the bonds which would be exempt from state taxes.  The projects would revert to state ownership when all bonds are paid off.  The authority projects would be evaluated as a part of the six-year road plan.  The text of the bill is at http://www.lrc.ky.gov/record/09RS/HB102/HCS1.doc.
Pasley sponsored infrastructure authority legislation (HB 689) in the 2008 session which was passed by the House by a vote of 84-13 and died in the Senate because of Northern Kentucky opposition to the prospect of tolling an Ohio River crossing.  

KBT supports the enactment of infrastructure authority legislation and the use of tolls as an alternative means of financing major highway projects.  Authority legislation has broad support from across the state.
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The average fee at the pump on gasoline for the adjacent states of IL, IN, OH, TN, and WV is 30 cents per gallon.  





Statutorily, Kentucky’s revenue sharing of the motor fuels user fee is:  


State – 51.8 %; Rural and Rural Secondary – 22.2 %; County Road Aid – 18.3 %; and Municipal Aid – 7.7 %.








         Comparing Motor Fuels User Fees


                      (Cents Per Gallon)


                         February, 2009








    WV


  32.2 cpg





TN


21.4 cpg





KY


22.5 cpg





OH


28.0 cpg





IL


38.4 cpg





IN


 28.9 cpg





                    Source:  KYTC








PAGE  

