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Agenda

* The status and expectations for
reauthorization

 House and Senate progress on
reauthorization bills

 Funding issues
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Discussion Topics

America at a crossroads In transportation
The National Needs

The current climate

o The Federal budget and revenue is a driving force in future
decisions on transportation funding

o The financial backbone of the Federal highway and transit
programs is in critical condition

Key guestions affecting funding:

oWhat I s the Feder al govern
future?

o How will the Federal government and States best generate
the required revenue for investment?
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The Current Climate:

Discussing the Issues
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Needs

o Nationally,meeting only
about 1/3 of roughly $200
billion required each year to cu o000 Francig  Poley 700 Financ
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o At federal level, also meeting
only about 1/3 of needs we
face a $400 billion federal
funding gap over next 6 years §
under current policies and [
revenues
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The Current Climate

Currently the Federal Highway and Transit programs are
operating on a shofterm extension and it has been extended
again through March, 2012

The Administration has outlined a lotgrm reauthorization
proposal with the budget release in February 2011

However, they have no revenue options identified

The Highway Trust Fund has required Federal General Fund
supplements

The President does not support increasing user fees (gas tax
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The View From Congress

* Facing difficult choices

o The Senate Environment and Public Works
Committee reported a tweyear bill (MAF21)

o The House Transportation and Infrastructure
Committee has developed a bill and released an
outline of the legislation

o Budget cuts are the order of the day
o The road ahead Is at best unclear
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Where We Are Now

Congress acted to keep the Trust Fund Solvent

0)

September 200858.017 billion General Fund transfer to
the Highway Trust Fund

Auqust 2009%7 billion General Fund transfer to the

Highway Trust Fund
September 30, 200BAFETERU expired

March 1, 2010Highway Trust Fund shutdown for two

days
March 18, 2010%$19.5 billion in foregone interest

payments credited to the Highway Trust Fund
March 31, 2012Eighth and current SAFETHA extension

expires
End of Fiscal Year 2Q1R2ighway Trust Fund projected to

become Iinsolvent
JAWAR =1 I O o
THE VOICE OF TRANSPORRBATION



58
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Highway Trust Fund: Receipts and Outlays Discrepancy
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Note: From Congressional Budget Office. Excludes $8.017 billion transfer from General Fund to Highway Account of HTF in September 2008; S7 billion transfer from
General Fund to Highway Account of HTF in August 2009; $19.5 billion transfer from General Fund to Highway and Mass Transit Accounts of HTF in March 2010.S [_9
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Billions of Miles
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Decline in Purchasing Power of Motor Fuel Taxes
(Based on Inflation since 1993)

s

K

) " N © A D O Q S D " O © A S O Q N Y D ™

92 & O O O OO QL OO QIO O NSO NANANDNNDN

NN NN AN AN M D\ AT 4D 4D A0 A0 ADT ADT ADT DT DT DT D
Year




(S billions)

45

40

35

30

25

20

15

10

Estimation of Federal Highway and Transit Obligations Through 2017

Maintaining Current Services Through FY 2012;
Assuming Minimum Balance of $2B in Highway Account and S1B in Mass Transit Account
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Future Needs and
Funding Options
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Some Possible Revenue Sources

Categories

* Direct revenues including user fees and
general taxes

o Includes a variety of transportation related fees

 Bonding and credit programs

o Includes tolls and special taxes

* PublicPrivate Partnerships
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Surface Transportation Funding Options Matrix

(all revenue estimates in S millions)

] ] Mechanism Yield Illustrative Revenues Average Total
Funding Mechanisms Revenues BEVELTTES
(2011) Rate 2011 2011-2016 2011-2016

Annual Drivers License Surcharge $1.00 Surcharge=$ 222 $5.00 $ 1,110| $ 1,165| $ 6,993
Annual Highway Miles Traveled Fee (All Light Duty Vehicle 1¢/VMT = $ 6,538 2.0¢ $ 13,075($ 13474 $ 80,843
Annual Highway Miles Traveled Fee (All Trucks)* 1¢/VMT = $ 977 3.0¢ $ 2931|$ 3,020 % 18,120
Annual Registration Fee (Light Duty Vehicles) $1.00Fee=$ 261| $10.00 ($ 2613(|$ 2,741|$ 16,448
Annual Registration Fee (Trucks) $1.00Fee=$ 44| 1500 |$ 66| $ 66| $ 399
Container Tax $1 per TCU=$ 605| $15.00 $ 9076(% 10,658| % 63,946
Dedicated Income Tax - Personal .1% of current taxes © $ 1,130 1.0% $ 11,3011 $ 11,881 $ 71,285
Dedicated Income Tax - Business 1% of currenttaxes $ 383 1.0% $ 3,832| $ 4,029| $ 24,172
Diesel Tax Increase 1¢/gal= $ 386 15.0¢ $ 5794 $ 6,052| $ 36,309
Diesel Tax Indexing n/a n/a n/a s M1 % 467 $ 2,802
Gas Tax Increase 1¢/gal = $ 1,379 10.0¢ $ 13,795 $ 14,030 $ 84,183
Gas Tax Indexing n/a n/a n/a $ 252 $ 1,210| $ 7,257
Harbor Maintenance Tax 0.1% Tax =$ 1,236 0.5% $ 6,181 $ 6,581 $ 39,485
HVUT Increase 10% Increase =$ 97 15.0% $ 146 | $ 169 $ 1,017
Imported Oil Tax $1.00/Bbls =$ 4,217| $1.00 $ 42171$ 4,356 % 26,138
Sales Tax on Auto-related Parts & Services 1.0% of Sales = $ 2,567 1.0% $ 2,567 $ 2,823 $ 16,938
Sales Tax on Gas 1.0% of Sales =$ 2,987 8.4% $ 25091 $ 30,945( $ 185,671
Sales Tax on Diesel 1.0% of Sales =$ 868 10.6% $ 9,198 $ 11,484( $ 68,903
Sales Tax on New Light Duty Vehicles 1.0% of Sales =$ 2,337 1.0% $ 2,337 $ 25711 % 15,427
Sales Tax on New and Used Light Duty Vehicles 1.0% of Sales = $ 3,515 1.0% $ 3,515| $ 3,837 $ 23,021
Share of US Customs Revenues 1% of Receipts =$ 333 1.0% $ 333 $ 381| $ 2,288
Tire Tax on Light Duty Vehicles $1.00 Fee= $ 1,960 $3.00 $ 5880|% 6,168| % 37,009
Ton Freight Charge -- All Modes 1¢/ton= $ 164 25.0¢ $ 4111 $ 4432 $ 26,592
Ton Freight Charge -- Truck Only 1¢/ton= $ 113| 25.0¢ $ 283|% 3057|% 18,340
Ton-Mile Freight Charge -- All Modes 1¢/ton-mile = $43,497 0.5¢ $ 21,748 $ 23,446| $ 140,678
Ton-Mile Freight Charge -- Truck Only 1¢/ton-mile= $12,731| 0.5¢ $ 6,365/% 68623 41,174
Truck/Trailer Sales Tax Increase 1% of Sales =$ 219 5.0% $ 1,095|% 1529 % 9,174
Truck Tire Tax Increase 10% Increase=$ 33 10.0% [$ 33| % 481 $ 286
US Freight Bill -- All Modes 1% of Sales =$ 7,612 1.0% $ 7612|$ 82063 49,236
US Freight Bill -- Truck Only 1% of Sales =$ 6,608 1.0% $ 6608 7,124\ % 42,745 45
Total Revenues $ 173,812 | $ 192,813 | $ 1,156,878 SLID

*VMT fee estimates refer to miles traveled on Interstate System.



National Infrastructure Bank

Federal Credit Programs
* |Innovative financing has been a feature for the past
fifteen years
o GARVEE bonds
o TIFIA
o State Infrastructure Banks
o Private Activity Bonds

e All are In use

* A new proposal
o National Infrastructure Bank
o Loans, loan guarantees, lines of credit, and seed grants
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Future Revenue Collection

The current U.S system relies on fuel taxes
We have seen a marked decline in revenues

Two National Commissions have called for
short and longterm solutions

VMT collection systems have come to the
forefront of options to consider
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Gas Tax

The gas tax has served us well!

The gas tax is declining due to VMT flattening
and economic issues as well as fuel efficiency

In the short run we will need to rely on gas tax

Subsets such as indexing have value but are
limited
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Legislative Principles

Maintain the current federal and state shares
for highway and transit capital programs.

Eliminate or drastically limit earmarking in
federal transportation programs.

Develop policies that support maximum
flexibility to allow for use of both conventional
and innovative funding and financing tools.
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From Here to Eternity

* A major effort will be required to pass an
acceptable bill

e Three steps

o FInd an offset to pay for a two year bill at current
evels

o FInd acceptable sources of funding to pay for a
well funded sixyear bill

o Adopt policies that are in keeping with a flexible

and adoptable bill
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Summary Considerations

A We are at a crossroads

A Congress and the Administration face difficult
choices

A State and local governments will be affected
by funding choices

A The nation will either benefit from our
actions, or be changed in negative ways

A The future is really now
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KENTUCKIANS FOR BETTER
TRANSPORTATION

The Outlook for Reauthorizing and Financing
America’s Highway and Transit Programs

QUESTIONS ?

Jack Basso

Email: jpasso@aashto.org
Phone: 202624-3508
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