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Recognition of HTF Shortfall

Obama Unveils FY 10 Transportation Budget Proposal

The Obama Administration unveiled a more detailed FY 10 budget proposal last week with most transportation programs at a 1 percent baseline increase.  It was noted the proposal could undergo revision as surface transportation authorization is completed later this year.  The Administration’s refusal, so far, to consider raising highway user fees severely complicates raising needed funding for the transportation program.

The “Budget Highlights” document accompanying the proposal notes the Administration is developing a comprehensive approach for surface transportation reauthorization.  Therefore, there are no policy recommendations for programs subject to reauthorization. 

The document notes the growing imbalance between projected Highway Trust Fund (HTF) revenues and baseline spending and that the budget shows only the HTF funding that can be supported while maintaining positive annual cash balances in the HTF.  The remaining spending compared to the baseline is shown as discretionary budget authority from the General Fund.  Specifically, for FY 10, the budget includes $5.0 billion in new contract authority and obligation limitation in the existing Federal-aid Highways account and $36.1 billion in a new Federal-aid Highways General Fund share account.  

The same approach is proposed for the Mass Transit Account, which would receive $5 billion from the HTF, plus $3.34 billion as a direct appropriation from the General Fund.  The transit program has been receiving about 20 percent of its annual funding from the General Fund.

The document emphasizes this presentation does not represent the Administration’s recommended funding levels or a budgeting approach for the upcoming reauthorization.  Rather, it is intended to accurately depict the condition of the HTF and recognize that, under current law, maintaining baseline spending would require support from the General Fund.

The Obama Administration has, of course, come out against any increase of the federal motor fuels user fees “during an economic recession” and has also spoken out against adopting a vehicle miles traveled user fee.  

There are two ways to fund the program: user fees or General Fund revenue.  Using General Fund revenue for highways rather than raising user fees -- the route preferred by most highway users and transportation proponents -- is problematic.  Budgeting General Fund revenue is subject to the discretion of the House and Senate appropriations committees.  Competing with social programs for revenue on an annual basis is a tough proposition.  Using General Fund revenue again raises the multiyear contract authority issue.  The budget resolution recently passed by Congress does not provide any discretionary budget authority for the highway program.  

	Federal Highway Administration Budget 1/
(Dollars in Millions)


	
	2008

Actual
	2009 Enacted Omnibus
	2009 Enacted

Total
	2010

Budget

	Federal-Aid Highways Obligation Limitation
	
39,577 2/
	
40,700 
	
40,700 
	
5,000 

	Revenue Aligned Budget Authority (RABA) –

within limitation
	
631 
	
0 
	
0 
	
0 

	Subtotal: Federal-Aid Highways Obligation Limitation
	
40,208 
	
40,700 
	
40,700 
	
5,000 

	Exempt Mandatory Federal-Aid Highways 
	
739 
	
739 
	
739 
	
739 

	Federal-Aid Highways, General Fund Share 
	
0 
	
0 
	
0 
	
36,107 

	Limitation on Admin Expenses 
	
[378] 
	
[390] 
	
[390] 
	
[415] 

	Highway Infrastructure Investment, Recovery Act 
	
0 
	
0 
	
27,500 
	
0 

	Emergency Relief Supplemental General Fund  (GF)
	
1,045 
	
0 
	
0 
	
0 

	Appalachian Development Highway System (GF) 
	
16 
	
10 
	
10 
	
0 

	Miscellaneous Appropriations (GF) 
	
14 
	
167 
	
167 
	
0 

	TOTAL 
	 42,021 
	
41,616 
	
69,116 
	
41,846 

	1/ Brackets [ ] indicate non-add entries. Amounts may not add to totals due to rounding.

2/ Reflects a net $1.008 billion flex funding transfer to FTA. In FY 2008, the total enacted Federal-Aid Highways obligation limitation was $41.2 billion. 




With the exception of a $1 billion infusion for high-speed rail -- following the $8 billion allocation in the economic recovery act -- the budget proposal holds transportation programs to a 1 percent annual increase.  Details include:

•
Public Transit:  The budget proposed for transit would include $8.34 billion ($5 billion HTF/$3.34 billion General Fund) for bus and formula grants and $1.8 billion for New Starts and bus rapid transit 

•
Aviation:  The Airport Improvement Program would continue at $3.52 billion.  Facilities and equipment would rise by 1 percent to $2.9 billion 

•
Rail:  In addition to $1 billion for high-speed rail, Amtrak funding would increase from $1.49 billion to $1.50 billion 

Information on the USDOT budget proposal is at http://www.dot.gov/budget/2010/.  KBT will be in Washington next week to discuss first-hand with the Kentucky Delegation concerns about the nation’s transportation programs. 
Oberstar Talks a $450 Billion Program

Rep. James Oberstar, chairman of the House Transportation and Infrastructure Committee, observed on the T&I web site, “the President's budget includes a placeholder to represent continued funding at current levels for surface transportation programs until the Administration can develop a comprehensive surface transportation reauthorization proposal.  The budget resolution adopted by Congress . . .  assumes a minimum funding level of $324 billion over six years for highway, highway safety, and transit programs, and includes a reserve fund to allow for an increase above this funding level to the extent it can be supported by the Highway Trust Fund. 

“I look forward to working with the Administration to enact a surface transportation authorization bill that meets the transportation infrastructure investment needs of our nation.”
Oberstar has said he hopes to report surface transportation legislation out of his committee next month. Oberstar has said he would like to see the bill funded at $450 billion for the six-year period.  SAFETEA-LU authorized $286 billion for highway and transit programs.  AASHTO has proposed a six-year $468 billion program -- $375 billion for highways, ramping to $75 billion by 2015, and $93 billion for transit, ramping to $18.5 billion by 2015.  

Oberstar told the Reuters Infrastructure Summit, last week, that his plan would streamline spending programs.  Ideas include creating an Office of Expedited Project Delivery and Office of Livability as well as creating a new office to be tasked with intermodalism.

Road Fund Declines 14th Consecutive Month
April saw the fourteenth consecutive monthly decline in the Road Fund as motor vehicle usage tax receipts continue to hamper growth.  Year-to-date receipts in that account, the 6 percent tax on the sale of vehicles, are $61.9 million less than at this time a year ago.
Road Fund receipts for April totaled $108.7 million, a 4.2 percent decrease from April 2008 levels. Year-to-date Road Fund receipts are down 6.5 percent -- a decline of $68.8 million.  For the first 10 months of FY 09, receipts were $984.1 million compared to FY 08 receipts of   $1,052.9 million.  The State Construction Account usually bears the brunt of any revenue shortfall.
The November 2008 revised revenue forecast by the Consensus Revenue Forecasting Group, as modified by legislation, calls for a decline in Road Fund revenues of 2.7 percent for the fiscal year.  Based on year-to-date tax collections, revenues would need to increase 16.6 percent for the remainder of FY 09 to meet the estimate. 
Among the major Road Fund accounts:

•
Motor fuels revenue increased 7.1 percent and has posted annual growth of 1.6 percent in the first 10 months of FY 09 -- thanks to the price index. 

•
Motor vehicle usage revenue was off 26.4 percent in April and has fallen 18.3 percent this year. 

•
License and privilege receipts grew 4.8 percent in April but have fallen 4.1 percent through the first 10 months of the fiscal year.  Within this category, weight distance was up by 41 percent for the month, but is down 7.3 percent for the year.

General Fund Goes from Flat to Negative

With a whopping 12.1 percent decline for April compared to April of last year, the General Fund picture changed from flat for the first 10 months of the year to a negative 1.6 percent.  Total revenues for the month were $826.7 million, compared to $940.6 million during April 2008. 

The CFG’s revised revenue forecast for the General Fund, as modified by legislation, called for a 2.1 percent decline for the entire fiscal year.  Receipts can decline only 4.6 percent over the last two months of the fiscal year in order to hit the official estimate.

“While the 12.1 percent decline in April General Fund collections is significant,” said State Budget Director Mary Lassiter, “it was anticipated that the fourth fiscal quarter of FY 09 would be negative due to the significant growth in the same quarter last year.  The General Fund went from essentially flat in March to an overall year-to-date rate of decline of 1.6 percent in a single month.  This volatility highlights the seriousness of the overall budget situation and how consequential receipts will be in the remaining two months of the fiscal year.”

Among the major General Fund accounts:

•
Sales and use tax receipts were up 1.1 percent for the month and are up 0.2 percent for the year.

•
Corporation income tax receipts were off 12.2 percent for the month and are down 36.6 percent for the year.

•
 Individual income tax collections fell 23.7 percent in April and are down 3.5 percent thus far in FY 09.

•
Property tax collections decreased 16.1 percent for the month and are up 2.1 percent through the first 10 months of the fiscal year.

•
Cigarette tax receipts increased 46.1 percent in April but are down 1.3 percent for the year.  The floor stocks tax that was part of the law changes in tobacco products brought in an additional $7.3 million in April.

•
Coal severance tax receipts increased 18.7 percent in April and 29.3 percent year-to-date.

When the current General Fund budget was enacted last year, significant highway user revenue was used to make it balance: “Balanced General Fund Costly for Highway Users” http://kbtnet.org/uploads/TransportationNews2008_04_24_Revised.doc.
The Consensus Forecasting Group will meet later this month to revise FY 10 General Fund and Road Fund revenue estimates.  Planning estimates have been requested for both funds for FY 11 and FY 12. 

Kentucky Highway Stimulus Projects Underway

Kentucky’s first transportation projects funded through the federal stimulus bill were announced last week by Gov. Beshear.  The three projects and successful bidders in the April 24 letting, whose bids were approved by the Transportation Cabinet’s Awards Committee last week, are:

*
Repair of Interstate 24 in Lyon and Caldwell counties, awarded to the Rogers Group, Inc. for $11.1 million.
*
Construction of a connector route in Marion County awarded to Nally & Haydon Surfacing LLC for $3.7 million.

*
The reconstruction of US-150 in Lincoln and Rockcastle counties, awarded to The Allen Company, Inc. for $20.8 million.

“This is the first of many road improvements,” said Beshear, “that will move Kentucky forward as a result of President Obama’s stimulus package.  With the support of our lawmakers, the Federal Highway Administration and our Transportation Cabinet, our highway dollars will reach further, new jobs will be created, and these much-needed projects will be completed sooner.”
Kentucky received $421 million in ARRA funding, $368 million of which was set aside for statewide highway improvements.  Projects eligible to receive stimulus funding were identified by the 2009 General Assembly and are being moved as quickly as possible to construction.  Approximately $148 million of the ARRA funding must be obligated to eligible projects on or before July 1, 2009.
“Although we are under a certain deadline, we are going to carefully and fastidiously move these projects forward,” said Transportation Secretary Joe Prather.  

Last month, State Highway Engineer Mike Hancock told KBT’s Board Kentucky is not moving as quickly as some other states to obligate stimulus funds.  “The General Assembly,” he said, “did not always pick the quickest project to move.  This doesn’t mean we aren’t going to get the job done.  To satisfy the directives we were given, we are moving as quickly as we can.”  And, he reiterated, “Nothing will be left on the table.”  A number of states are using stimulus funds solely for paving projects, which are quicker to move than some other types of construction.
Projects must be submitted to the Federal Highway Administration (FHWA) for approval and must meet certain criteria to qualify.  Reporting requirements are to be submitted to the FHWA throughout the life of the project.  Projects approved for funding are paid for with state funds and the cabinet is reimbursed through stimulus funding.
Highway Construction Plan 

HB 330, the Biennial, FY 09-10, Highway Construction Plan (projects listed by county), as adopted by the legislature, is at: http://www.lrc.ky.gov/budget/09rs/HB330_SCS.pdf   
The key to federal stimulus projects is FS.  The key for all projects is at the end of the list of projects on page 318.  A list of projects “certified” for utilization of stimulus funds by Kentucky and other states is at http://testimony.ost.dot.gov/ARRAcerts/.  HJR 105, the enacted FY 11-14 plan, is at http://www.lrc.ky.gov/budget/09rs/HJ105_HCS.pdf.   

KBT 2009 Committee Chairs Named

KBT’s working groups chairs for 2009 are:
Air 

Chair -- Barbara Schempf, Cincinnati/Northern Kentucky International Airport

Highway 

Chair -- Richard Sutherland, ENTRAN
Vice Chair -- John Carr, Wilbur Smith Associates

Local Roads & Streets
Chair -- David Willmoth, Jr., Mayor, City of Elizabethtown

Public Transit
Chair -- Barry Barker, Transit Authority of River City (TARC)
Vice Chair -- Andrew Aiello, Transit Authority of Northern Kentucky (TANK)

Rail
Chair -- Fred Mudge, R. J. Corman Railroad Group

Safety
Chair -- Calvin Grayson

Waterway
Co-Chair -- Larry McFall, Jefferson Riverport International
Co-Chair -- W. N. Whitlock, American Commercial Lines, Inc.
Vice Chair -- Greg Pritchett, Henderson Co. Riverport

Membership
Chair -- Ben Fister, GRW Engineers, Inc
Vice Chair -- William McCreary, National City Bank

Transportation Conference
Chair -- Charles "Skip" Miller, Louisville Regional Airport Authority
If you would like to serve on a committee and haven’t yet signed up, there is still time.  Please let the KBT office know.

The next meeting of the KBT Highway Committee will be 12 Noon, Friday, June 12, Holiday Inn Lexington-North, 1950 Newtown Pike, Lexington.  House Transportation Budget Subcommittee Chair Sannie Overly will meet with the committee to give her insight on issues relating to the General Fund and Road Fund shortfalls, diversion of Road Fund revenue, the future of infrastructure authority legislation and a possible special session of the General Assembly.  The meeting will also review the existing Policy and Issues Statement as it pertains to highways.  If you plan to attend, we need your reservation.
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