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Senate Agrees to “Save” 4 Cents, Authorize Bonds

The Senate, today, by a vote of 30-7, passed HB 374, the measure to prevent gasoline and diesel fees from falling below their current levels, and agreed to the passage of HB 536 to authorize the sale of $400 million in bonds for State construction (SP) projects.  The Senate had been reluctant to pass the legislation until Governor Beshear signed the road plan legislation.  Late today, the Governor, and Senate and House Leadership worked out their differences. (See Governor, Legislature Agree on Biennial Construction Plan.)
The Six-Year Road Plan was 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.  

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.

Voting against the bill were Sens. Tom Buford, Nicholasville; Julie Denton, Louisville; Alice Forgy Kerr, Lexington; Vernie McGaha, Russell Springs; Mike Reynolds, Bowling Green; John Schickel, Union; and, Jack Westwood, Erlanger.  Sen. Brandon Smith abstained because of conflict of interest.
Earlier this year, Senate President Williams, speaking at the Kentucky Transportation Conference, expressed his support for saving the 4 cents.  

Vote History for HB 374.  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
Governor, Legislature Agree on Biennial Construction Plan 
On Thursday, the Senate adopted a FY 09-10 Biennial Highway Construction Plan (HB 330) totaling $3.763 billion -- $1.703 billion for FY 09 and $2.060 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 $532.7 million in projects to be funded with revenue bonds, including $107 million previously authorized bonds, and $175.1 million in GARVEE bonds for the Louisville Bridges.  The plan includes $1.34 billion in federal projects and $1.274 billion in projects to be funded with State funds.  The budget includes just over $340 million to apply to the State projects.

The House, today, agreed with several changes the Senate made in the plan including the continuation of a number of design-build projects authorized in 2006.  

Governor Beshear, Senate President Williams, and House Speaker Stumbo released the following statement regarding the plan and funding legislation: 

“We have conferred throughout the day today about the remaining issues confronting this session, determined to end this process as we began it -- with a spirit of cooperation and resolve to move forward.  Specifically, we have conferred on an ongoing basis about the timing and passage of the proposed road plan (HB 330) and motor fuel tax rates (HB 374).  The Department of Revenue has informed us that any further delays would jeopardize our ability to successfully implement HB 374, a critical element in funding the building of roads that will preserve and create jobs.  As a result, the Senate has agreed to move forward with passage of HB 374.  The House has agreed to pass HB 330 and the Governor has accelerated his review of both the federal stimulus projects and other elements of the road plan, which began in earnest this week.  With the exception of Section 4 of HB 330, which will be subject to a line-item veto, the Governor will sign the road plan and HB 374.  This session began with a commitment to work together to address the significant issues confronting the commonwealth.  Today, we are continuing to honor that commitment and move forward in a way that will create jobs and economic opportunities for more Kentuckians.”
The Biennial Highway Construction Plan as adopted by the legislature is at: http://www.lrc.ky.gov/budget/09rs/HB330_SCS.pdf
The Senate agreed with the House on the four out years -- FY 11-14 -- of the Six-Year Highway Plan (HJR 105) which 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 ($352 million) and the Lake Barkley-Kentucky Lake Bridges ($290 million).  The four year, 2011-2014 Highway Construction Plan as enacted is at:  http://www.lrc.ky.gov/record/09RS/HJ105.htm
Senate Amends Infrastructure Authority Legislation
HB 102 to create the Kentucky Infrastructure Authority to oversee the financing and construction of mega projects was amended, today, by the Senate to use the Kentucky Turnpike Authority as the vehicle to authorize the establishment of a Kentucky-Indiana bi-state authority to issue bonds and levy tolls.  Senate President David Williams told the Senate Transportation Committee the amendment would ensure a state authority could not advance a toll project on its own and that debt incurred by the bi-state authority would not be a debt of the State.

Williams said he anticipated the House, because of time constraints, would not go along with the change today, but the details could be worked out by a conference committee before the General Assembly returns March 26-27 for the veto session.  Sen. David Boswell, Owensboro, supported the amendment and made the motion for its approval by the committee.  The House refused to agree with the change sending it to conference committee.
The Senate approved the committee substitute by a vote of 33 for, 2 no, and 3 abstaining.  Sens. Perry Clark, Louisville, and Brandon Smith, Hazard, voted no; and Sens. John Schickel, Union; Damon Thayer, Georgetown; and Jack Westwood, Erlanger, passed.  

Earlier this week, the House, by a vote of 67-23, approved HB 102 as amended by the House Committee on Appropriations and Revenue to provide local control and to write out the authority’s doing a Northern Kentucky bridge.  A floor amendment was adopted to change the makeup of a local authority to have three members appointed by the Governor and four members appointed by the local government chief executive rather than four by the Governor and three by the local executive.

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 on the bill to make it doable.  Pasley emphasized the legislation is essential if the state’s mega projects, $500 million-up are to advance.  

The House version of 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.  
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.  

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 House version of the bill is at http://www.lrc.ky.gov/record/09RS/HB102/HCS1.doc
House vote on HB 102
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Road Fund Revenue Continues Free Fall

Road Fund receipts for February totaled $97.9 million, falling 11.7 percent from the February 2008 level of $110.9 million, according to State Budget Director Mary Lassiter.  Road Fund receipts are down by 7.3 percent for the first 8 months of the year compared to General Fund receipts which are now flat.  

The November 2008 revised revenue forecast by the Consensus Revenue Forecasting Group called for a Road Fund decline in revenues of 3.4 percent for the fiscal year.  Based on year-to-date tax collections, revenues must increase by 4.4 percent for the remainder of FY 09 to meet the estimate.

General Fund receipts fell 9.3 percent compared to February of last year, a decrease of $54.3 million. Total revenues for the month were $528.4 million, compared to $582.7 million during February 2008.  General Fund receipts year-to-date are now flat (0.0% growth). 

The CFG’s revised General Fund estimate called for a 2.7 percent decline for the entire fiscal year.  To meet the revenue estimate, receipts must decline 7.6 percent over the last four months of the fiscal year.

The Road Fund shortfall is caused primarily by falling vehicle sales.  The motor vehicle usage tax is down by some $49 million (-18.0 percent) through the first 8 months of FY 09.  Motor fuels revenue is up by 2.0 percent for the year.  Vehicle registration is down by $8.7 million (-16.0 percent).  Weight distance is down by $6.2 million (-9.7 percent). 

When the current General Fund budget was cobbled last year, significant highway user revenue was used to make it balance.  Nearly $100 million annually in Road Fund revenue is diverted to non-highway, General Fund agencies.  In addition, $117.6 million for the biennium was taken from various funds established with highway user revenues, including the Petroleum Storage Tank Assurance Fund and Vehicle Regulation restricted funds collected on registration fees designated for license plates, upgrading the Automated Vehicle Information System (AVIS) and for other software and hardware improvements related to the collection of road fund taxes by county clerks.  The budget uses new Road Fund dollars and a bond issue to implement AVIS.

Some $44 million annually -- 1.4 cents per gallon of the motor fuels user fee -- is diverted to the Petroleum Storage Tank Assurance Fund, a remediation program and oil company indemnity, and usually ends up in the General Fund.   
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