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$225 Million in APD Funds Available, But Match is Not

Some $225 million in Appalachian Development Highway funding is available for work on US 119 and US 460 but unused because the state has so far been unable to come up with the $40 million needed to match it.  

Eastern Kentucky leaders say completing the reconstruction of US 119 in Letcher Co. and US 460 from Pikeville to the Virginia border and widening the Mountain Parkway and KY 114 to US 23 are improvements critical for the economy of the region and state.  Concerns relating to these projects were voiced at the meeting of the Interim Committee on Transportation this week in Pikeville.  US 119 construction projects are scheduled to begin in 2011 and US 460 construction projects are scheduled to begin 2010, 2011, and 2012.

The FY 09-10 budget included $40 million to match federal funds -- most of which was intended to match the APD funds -- but is being used as “bottom line” cash to keep other Cabinet programs running.  The Cabinet is using toll road credits to match other federal categories including GARVEES, but SAFETEA-LU requires an actual cash match for APD highways.  

There is no help in sight from the State Construction Account (100 percent state funds) which is primarily going to fund projects let during the last administration.  Acting Secretary Mike Hancock said essentially no new SP projects have been let during the last one and one-half years.  The account was budgeted for FY 10 at $196.4 million but has been reduced to $94.6 million to help meet various revenue cutbacks including a $25 million usage tax reduction in the last session: http://kbtnet.org/uploads/Hot_Issues_RoadFundReducedAgain.doc
Hancock said one solution to the match problem would be if Congress were to allow a one year moratorium on the toll credits prohibition.  The Cabinet has some $575 million in toll credits remaining after the current FY 10 match.

Hancock said the estimated cost to complete the remaining 14 miles of US 119 is $380 million.  The cost to complete the remaining 7 miles of US 460 is $503 million.  The Appalachian Highway System -- created in 1965 -- included 426 miles for Kentucky.  Hancock said 395 miles of this are open to traffic; 10.5 miles are under construction; and 20.6 are under design.

APD funds are prorated to the 13 APD states on the basis of cost to complete.  Alabama recently got new mileage included in the system reducing Kentucky’s normal 15 percent share to 8.3 percent.  Alabama’s FY 09 share skyrocketed to $117.5 million (25 percent of the national total) from the normal $28 million, while Kentucky’s share dropped to $39.1 million from the normal $68 million.  If the new, yet to be considered, surface transportation program includes APD funding at the current $470 million level, it will take 20 years to complete the Kentucky system.  “That’s too long,” said Hancock.

Hancock pledged, “We will not let the APD dollars expire.  We will find a way.  We could move faster if the match were there or if we could use toll road credits.  I don’t like to have projects half done.  Our commitment is there to do everything we can to move the projects forward as quickly as possible. . . .  We will work with the members (of the General Assembly) to create a positive outcome.”

“Creatively Use Coal Severance Tax”

House Speaker Greg Stumbo said an option for helping meet the match is to allow the counties to use their share of coal severance tax revenue to issue bonds for matching purposes.  “Allowing the counties to bond part of the match,” said Stumbo, “is the best investment we could make with the coal severance tax.  The best thing we can do (to help solve the problem) is creatively use the coal severance tax money.”

Stumbo went on to say the only two parkways in the state that are not four lanes are in Eastern Kentucky.  “It’s time to move forward,” said Stumbo.

House Majority Floor Leader  Rocky Adkins, noting that the Mountain Parkway, US 119, and US 460 are not in his district, said completing them is “going to help all of Kentucky.  They are important to the economic prosperity of Kentucky. . . .  What better way than the road program is there to put people to work?”

“We must stop forcing folks to go out of state for healthcare and shopping,” said Transportation Committee Co-Chair Ernie Harris.  “We need to connect all parts of the state.  Money is tight, but we can reach solutions.”

Pike County Judge/Executive Wayne Rutherford earlier in the meeting told the committee people living in the region are shopping and getting medical care in West Virginia and Tennessee because the roads are better, noting there is a four-lane highway from Pikeville to Charleston but not from Pikeville to Lexington. 

With regard to making the needed investment in highways, Rutherford said, “I hope you can solve this budget problem.  Tough decisions are going to have to be made if we want to move Kentucky forward.”

Letcher County Judge/Executive Jim Ward told the committee coal is the county’s main industry but the county is moving into adventure tourism.  A horse trail is in operation atop Pine Mountain, and ATV trails are being developed.  “But,” said Ward, “you have to have roads to get adventure tourists.”  He said four-laning US 119 from US 23 to KY 15, along with completion of widening KY 15 and the Mountain Parkway “would connect us to the rest of the state,” and “we could shop in Kentucky.”

Paintsville Mayor Bob Porter told the committee the Paintsville Bypass needs widening and improvements are needed to KY 40, which is the main artery to the hospital and the county’s largest industrial park.

Martin County Judge/Executive Kelly Callahan expressed his interest in accelerating the widening of KY 40 from Inez to Warfield.  Part of the project is scheduled for federal funds.  Callahan said the county could provide matching funds.

Coal Severance Tax Revenue Originally Intended for Major Highways

House Speaker Greg Stumbo suggested this week that coal severance tax revenue be used to help get the APD highway program moving.  If this option materializes, it means -- after a 30-plus-years moratorium on the use of coal severance tax revenue for major highway development -- the tax would once again go for an intended use.  

Kentucky 80 from Hazard to US 23 in Eastern Kentucky and a number of other facilities were built with “Resource Recovery Road Bonds,” which were to be paid off with coal severance tax.  The tax on coal was increased and extended to include processing as well as severance.  The roads were built and the first year’s debt service was paid from the severance tax.  

Then Governor Brown, however, made the decision the General Fund needed the revenue more than the state’s road program.  That decision has been supported by subsequent administrations and the General Assembly, over-riding a statute on the books (KRS 143.090) giving RRR debt service a first call on the severance tax.  Some $1.2 billion in debt service on the RRR bonds over the past 30 years has been paid out of the Road Fund -- rather than using coal severance tax revenue.

In 2009, the coal severance tax generated $292.6 million.  In the most recent year available, 24 percent of the tax was collected in Pike Co.

“Businesses Don’t Come on Greyhounds”

After a lengthy discussion at the Pikeville meeting of the Interim Joint Transportation Committee of highways and their importance to economic development, Duell Sturgill, chairman of the Big Sandy Regional Airport Board, discussed his airport.  “Businesses don’t come on Greyhounds,” observed Sturgill.

The Big Sandy Regional Airport -- built on the top of a mountain (as in mountain top removal) -- has a 5,000 foot runway, 100 feet wide, and an adjacent industrial park.  “Airports definitely help get jobs,” said Sturgill, noting that four companies have located in the industrial park and use the airport.

Sturgill said the FAA had told the airport its runway needs a 300 foot overrun which engineers estimate will cost $10 million.  However, a local coal company has overburden that can be used to build the overrun at no cost to the airport.  He said the Corps of Engineers had not approved the permit.

Committee Co-Chair Hubert Collins agreed with Sturgill that airports are important for economic development.  

Sen. Ray Jones told the committee Pike County has two safe, modern airports -- the other being Pikeville Airport.  He said the Pikeville Airport is negotiating with a company for four weekly flights to Dulles Airport.  Somerset presently has three weekly roundtrip flights to Dulles, three to Baltimore, and three to Beckley, WV provided by Locair, Inc.
“Real” Impact of $8.7 Billion Rescission on Kentucky
The surface transportation program -- like a lot of government programs -- includes its share of smoke and mirrors.  The highway part of the program includes a "guaranteed return” on contribution, but it applies to only a portion of the program.  Some highway earmarks count against a state's apportioned program, and some don't.  There is the authorized program, apportioned program, obligation authority, obligation limit, and what has become a regular rescission of obligation authority.  

Last week, we reported the fact that the $8.7 billion rescission will mean Kentucky will give up $150.7 million in federal funding authority.  The “immediate” impact of this is not that $150.7 million of planned work will stop. 

Most of the contract authority rescinded would have been unavailable for obligation because of statutory obligation limitations.  Use of the authority would require a larger appropriation.  Absent this, only a small portion of the funds rescinded could have been obligated had they not been rescinded.  In Kentucky’s case, this is $6.5 million.  However, because the rescission was categorical, there is, as Secretary Hancock says, a “dramatic loss of flexibility” that seriously impacts the Cabinet’s cash flow situation and jeopardizes some important programmed Interstate and National Highway System work.
Additionally, the rescission has affected the current apportionment situation.  Under the one-month extension included in the continuing resolution adopted last week, the highway and transit programs will operate with $12.1 billion less for fiscal year 2010 (compared to the three-month extension which had earlier been adopted by the House) because the CR relies on extending post-rescission funding levels. The CR cuts highway funding to about $30 billion for 2010, while the three-month extension would have maintained funding at $42 billion.  Funding will be prorated based on the annual figure.

Time to Get Serious about the Nation’s Transportation Program

There is a word or phrase of military origin that begins with "cluster" which is commonly used to descriptively generalize any situation with large scale disarray.  The cluster term better than any other that comes to mind describes the current surface transportation authorization effort.  
 
The failure to deal with an adequately funded, long term surface transportation authorization in a timely manner is a serious threat to the nation’s economic recovery.  The seriousness of the situation does not appear to be grasped by the Obama Administration and the Senate in their objective to continue the program at or near present funding levels for 18 months.  The healthcare debate has stymied consideration of other important pressing issues by the Congress.

Dan DiMicco, president and CEO of Nucor Corp., the nation's largest steel company, speaking last night on CNBC, said the issues of healthcare, and global warming are “miniscule” when compared to the need to stimulate job growth.  

DiMicco said real unemployment, shown in the Bureau of Labor Statistics U-6* data -- not U-3 which is the “official” unemployment rate -- is approaching the level of the Great Depression.  In September, the U-3 data put the nation’s unemployment rate at 9.8 percent while the U-6 rate was at 17 percent. 

The jobs, he noted, had been lost primarily in manufacturing and construction, and these are the areas to be concentrated on to put people back to work.  The nation’s infrastructure needs are huge, and we know spending money to improve transportation would put people back to work and make the transportation system more efficient for the future.  

From all the signs, China’s economy is improving at a much faster pace than the U. S.  China’s stimulus program has largely been concentrated on improving the nation’s infrastructure.  Sometimes it appears to be easier to make good decisions in a centrally controlled economy than in a democracy.

As House T & I Chair Oberstar, several weeks ago, discussing his $500 billion, six year authorization bill, said, “Wake up over there in the White House.  This will put people to work.”  

*U-6 is more akin to the 1930s statistics.  U-6 includes the total unemployed, plus all marginally attached workers, plus total employed part time for  economic reasons,  plus all marginally attached workers who currently are neither working nor looking for work but indicate they want and are available for a job and have looked for work sometime in the recent past.                                                                                                                                                                                                                                                The nation’s unemployment rate in April 1930, following the 1929 “crash” of the stock market was 3.6 percent.  By October 1932, it reached 24.8 percent and peaked at 25.6 percent in May 1933.  

Hancock Elected SASHTO Veep

KYTC Acting Secretary Mike Hancock has been elected vice president of the Southeastern Association of State Highway and Transportation Officials.  Dan Flowers, director of the Arkansas State Highway and Transportation Department, was elected president. 
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