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Highway Trust Fund Gets Temporary Reprieve
President Obama has signed into law H.R. 3357 directing the transfer of $7 billion into the Highway Trust Fund from the General Fund to ensure state transportation agencies will continue receiving full reimbursement for federal-aid highway projects through September, the end of the current federal fiscal year.  Failure to act would have meant that the federal government would be unable to pay bills submitted by the states for reimbursement under the federal-aid highway program.  Cash flow problems experienced by some states like Kentucky would have been severely exacerbated.  

Congress took similar action last year when it transferred $8 billion from the General Fund to prevent a shortfall in the HTF.

Congress passed the bill as one of the last items of business before leaving for the August recess.  The HTF had faced a cash shortfall this month.  The Senate passed the bill by a vote of 79 to 17.  Senators Bunning and McConnell were among the 17 nay votes.  The House passed the bill with overwhelming bipartisan support by a vote of 363-68.  All of Kentucky’s House members voted for it. 

Senate Republicans unsuccessfully pushed three amendments that would have paid for the bill by taking unobligated money from the $787 billion American Recovery and Reinvestment Act arguing unused funds would be better spent on infrastructure such as highways and bridges as well as to help states who have run short on funds to pay unemployment benefits. 

States Set to Lose More Contract Authority

An amendment sponsored by Sen. Kit Bond (R-MO) to repeal an $8.7 billion rescission of federal highway program contract authority scheduled to take effect Sept. 30 also failed.  Kentucky’s share of the give-back would total $150.7 million.  This is in addition to the rescission earlier this year that cost the Kentucky highway program $52.5 million in contract authority.  (The 2009 Omnibus Appropriations Act provided for a $3.2 billion rescission of unobligated Federal-aid highway funds apportioned to the states.) 

"If we fail to repeal the rescission, we will be taking the shovels out of the hands of workers ready to go to work on 'shovel-ready' projects," said Bond.  "That's not something I want to go home and explain to the people of my state."

AASHTO has told Congress failure to repeal the provision will lead to “devastating consequences” in the states as they reduce highway contracts to comply with the spending cutback.  

Senate Environment and Public Works Committee Chair Barbara Boxer (D-CA) said she supports repeal of the rescission -- part of the original SAFETEA-LU bill -- but favors correcting the problem in September as part of legislation on surface transportation authorization.  Boxer said she wanted to prevent amendments to the House HTF bill because the House was scheduled to begin its summer recess, leaving the chamber little time to act if the Senate were to return an amended bill requiring another vote in the House.  

Temporary Patch Buys Time for Authorization

H.R. 3357 does not extend the current surface transportation program, SAFETEA-LU, scheduled to expire September 30.  Congress will have to deal with authorization in September.  House leaders are pushing a full six-year authorization measure.  The Administration and the Senate have favored a temporary extension of 18 months.  House Transportation and Infrastructure Committee Chair James Oberstar (D-MN) has said he will hold a full committee mark-up of the proposed $500 billion, six-year federal surface transportation authorization bill when Congress returns after Labor Day from its summer recess.

Transportation leaders have warned an 18-month delay in authorization will cycle into the next presidential election, turning into a four-year delay and jeopardize the nation’s economic recovery.  Politically, the congressional decision to do the $7 billion temporary patch rather than an 18-month extension has bought authorization proponents more time to push the program through the Congress.

KBT has urged the Kentucky Congressional Delegation to work for an adequately funded program and timely authorization.  Postponing action on the new program -- when the fundamentals of the program and funding are complete unknowns -- means the public and private sectors can do no reasonable planning.  The net result of not acting in a timely manner means there will be inefficient use of capital, a slowing of the transportation program, and irreparable damage to a struggling economy.

Road Fund Receipts Decline 8.2 percent, General Fund 4.0 Percent

The start of the new fiscal year for the Kentucky Road Fund was less than stellar.  Road Fund receipts for July, the first month of the new year (FY 10), totaled $90.4 million, a decrease of 8.2 percent compared to last July.  Before June’s aberrant 9.4 percent monthly increase, the Road Fund had fallen for 15 consecutive months. 

Among the major Road Fund categories:

● Motor fuels tax receipts rose 1.8 percent.

● Motor vehicle usage tax fell 21.2 percent compared to the same period one year ago as vehicle sales continued to lag.

● Weight Distance fell 29.9 percent.

General Fund receipts for July totaled $620.5 million, a 4.0 percent decline compared to July 2008 receipts.

"The prolonged economic downturn,” said Budget Director Mary Lassiter, “continues to have a profound effect on Kentucky revenues.  With Kentucky’s unemployment rate at a 26-year high, our citizens’ incomes and spending have been reduced and that is borne out by the performance of our two largest revenue accounts -- sales tax and individual income tax.  Combined, these accounts fell 7.3 percent, or more than $38 million, from one year ago."

Among the major accounts:

● Individual income taxes fell 6.5 percent due to weak withholding payments.

● Sales tax revenues dropped 8.2 percent.

● Corporation income tax was down 59.0 percent, due to increased refund payments.

● Property taxes fell 9.1 percent.

● Coal severance tax increased 1.5 percent.

● Lottery revenues increased 3.7 percent.

The Consensus Forecasting Group meeting this week has forecast FY 10 Road Fund revenue to come in at $1.144 billion -- down $22 million from the May forecast, and down $239 million from the original $1.405 billion budget number. 

The CFG forecast, on which the FY 10 budget was adopted, assumed the average wholesale price of motor fuels would continue to stay above the state’s average wholesale price floor which is limited to 10 percent growth annually.  The budgeted $724.4 million for motor fuels is now projected to be $635.1 million -- a decline of $89.3 million.  Motor vehicle usage, budgeted at $425.3 million, is now projected to be $289.4 million -- a decline of $135.9 million.

The new estimate takes into account the General Assembly action in June to allow the value of a trade-in vehicle to be deducted from the usage tax paid on a new vehicle.  The program is capped at $25 million and runs for one year, Sept. 2009 to Aug. 2010, two months into the next fiscal year.  The CFG was told the $25 million cap would be met during the current fiscal year. 

The new projected shortfall further jeopardizes the State Construction Account.  The account, originally budgeted at $196.4 million, has already been reduced to $119.1 million, and the resurfacing account has been reduced from $107 million to $97 million.  

Senate President David Williams, discussing the “car buyers’ tax incentive” on the Senate floor, said he and other senators “are committed to trying to make the Road Fund whole” in January . . . “and we are going to try to encourage the House to join us -- to be sure that we make the Road Fund whole with that $25 million.” 

The CFG’s numbers for the next biennium are slightly higher than their previous estimate -- $1.202 billion for FY 11 and $1.274 billion for FY 12.  The estimate for FY 13 is $1.308 billion, and for FY 14 is $1.348 billion.  Actual Road Fund revenue for FY 09 was $1.192 billion, for FY 08, $1.263 billion, and FY 07, $1.226 billion.

The CFG’s new estimate for General Fund revenue is slightly lower for FY 10 than its May estimate:  $8.214 billion compared to $8.300 billion.  The General Fund planning estimate for FY 11 is $8.423 billion, for FY 12, $8.712 billion, for FY 13, $9.013 billion, and for FY 14, $9.290 billion.  Actual revenue for FY 09 was $8.426 billion.  

Prather Leaving Cabinet, Hancock to Be Acting Secretary
Gov. Beshear, this week, announced that KYTC Secretary Joe Prather will be leaving his Cabinet post on Sept. 30 to return to private life.  Beshear said State Highway Engineer Mike Hancock -- widely known and highly respected -- will be elevated to serve as acting secretary of the cabinet.

Beshear said he accepted Prather’s decision “with much regret.  Joe told me a long time ago he did not plan to stay at the cabinet for the length of my tenure.  I accepted that, but I resolved to keep him as long as I possibly could.”

“This is a day,” said Beshear, “I had hoped would not arrive.  Joe was the perfect person to run the Transportation Cabinet.  His biggest task was to clean up that cabinet, to change the culture there, and he has accomplished that.”

Prather, whose long record of public service included 19 years in the Kentucky General Assembly and a stint as secretary of the Finance and Administration Cabinet, said it was time, at nearly 70 years of age, for him to return to his wife, children and grandchildren.

“It has been an honor and a privilege,” said Prather, “to have served Governor Beshear as secretary of transportation these past 20 months.  I leave with the satisfaction of knowing that important reforms have been put in place at the cabinet and that it will be under very able leadership with Mike Hancock.  Mike wholeheartedly shares my commitment to -- and Governor Beshear’s insistence on -- a culture of openness and transparency in the cabinet’s dealings.”

Prather said he was especially proud of his work to increase competition in bidding on cabinet contracts, thus driving down costs to taxpayers, and to ensure that the cabinet’s decision making is controlled by its own professional staff, free of undue outside influences.

Hancock, a professional engineer and career employee of the Transportation Cabinet, was chief of staff until his appointment as state highway engineer last September.  Prior to being chief of staff, he served 8 years as deputy state highway engineer for program planning and management.  Having been responsible for the preparation of the Cabinet's Six-Year Highway Plan for many years, Hancock has worked closely with local, state, and national leaders in the arena of project needs prioritization and transportation program funding issues.  He is a 1978 graduate of the University of Kentucky.

Greater Waterways Use Can Promote Economic Development

The General Assembly’s newly created Subcommittee on Kentucky Waterways of the Interim Committee on Transportation chaired by Sen. Bob Leeper, Paducah, and Rep. Will Coursey, Benton, had its initial meeting last week.  The subcommittee heard from Greg Pritchett, director of the Henderson Riverport Authority and chair of the Kentucky Association of  Riverports, who said the nation’s and state’s waterways  provide significant opportunity to relieve landside freight congestion, help handle freight in international trade, which is expected to at least double by 2030, and promote economic development.

Pritchett said the U. S. moves approximately 2 percent of freight by water, compared to Europe’s 44 percent and China’s 61 percent.  He cited waterway advantages as: relieving gridlock; reducing costs of highway maintenance; promoting economic development; conserving energy; reducing greenhouse gases; and promoting public safety.  

Pritchett urged the creation of a central information exchange platform to support the needs of ocean and inland waterway ports, truckers, rail companies, barge lines, warehouses, manufacturers, importers, and exporters.

He said the association would like to see legislation such as HB 491, which was introduced in 2008, enacted.  The bill would have created a Water Transportation Advisory Board as an advisory body to the Executive and Legislative Branches of government; established a Riverport Marketing Assistance Program to be administered by the Cabinet for Economic Development; provided grants for marketing activities; established a Riverport Financial Assistance Program to be administered by the Transportation Cabinet; and provided for financial assistance for new construction and major replacement or repair projects for Kentucky's riverports.

In addition to Leeper and Coursey, members of the Waterway Subcommittee are Sens. Ernie Harris, John Schickel, and Ed Worley, and Reps. Charles Miller, Tanya Pullin, and Alecia Webb-Edgington. 

Airport Key to New Company Locating in Henderson
Gov. Steve Beshear joined company and community leaders in Henderson this week to announce the location of Innovative Workflow Technologies.  The company plans to locate its new development and data center facility near the Henderson City-County Airport, creating 40 new full-time jobs and investing over $2 million in the Commonwealth.

Local leaders say access to the Henderson airport was instrumental to the company’s decision to locate in the area.  IWT is currently working with the Henderson Airport Board on the construction of a new hangar to support their operations.  

IWT develops technology for the healthcare industry that collects and integrates data in order to provide its clients with software solutions to improve communication, efficiency and patient safety.  The company’s products interface with software from different vendors to consolidate information and generate powerful new functionality. 

 

The Kentucky Economic Development Finance Authority preliminarily approved IWT for tax benefits up to $940,000 under the Kentucky Jobs Development Act, an incentive program designed to attract and expand service and technology-employment to the state.

Senate Moving FAA Reauthorization
The U. S. Senate Commerce, Science and Transportation Committee has approved a two-year FAA reauthorization bill (S. 1451), the FAA Air Transportation Modernization and Improvement Act, that would keep the cap on Passenger Facility Charges at $4.50.  AIP funding would rise from the current $3.52 billion to $4.1 billion in FY 11.  Airport interests want lawmakers to raise the cap to $7.50 and to index the cap for construction cost inflation. 

The House, in May, approved its version of FAA reauthorization legislation (H.R. 915), which includes an increase in the PFC level to $7.  The House measure would also raise fuel user fees from 19.3 cents per gallon to 24.1 cents for avgas and from 21.8 cents per gallon to 35.9 cents for noncommercial jet fuel.  The Senate Finance Committee will determine whether to extend fuel taxes at their current level or approve the increase included by the House.

The House bill would increase AIP funding to $4.0 billion in FY 10, $4.1 billion in FY 11, and $4.2 billion in FY 12.  The House bill would also revise labor laws to make it easier for unions to organize drivers at FedEx.  The Senate version does not include the provision.  UPS is reportedly mounting a major lobby effort to get congressional approval of the provision.  While UPS and FedEx are direct competitors, they are covered by different labor laws.  

Many important FAA programs, and the aviation taxes that support the programs, are currently scheduled to expire at the end of the current fiscal year, September 30.  KBT has urged the Kentucky Delegation to work for a timely adequately funded bill.[image: image1][image: image2][image: image3]
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