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Road Trust
Almost Busts

U.S. Highway Trust Fund’s uncertain future may mean detours
for state finances and transportation infrastructure projects.

BY SEAN WERDLOW

THE US. HIGHWAY TRUST FUND (HTF) HAS ONCE AGAIN NARR
awly svarded a head-on callison with insolvency but continues speed-
ing down 2 razd that may ultimately leave state budgets and transporta-
tion mirastructure peojects i the break-down lane.

The LS. House of Representatves appeaved a $10.8 bellion plan in
mids[uly to keep HTF afloat through May
2015, The U.S. Senate i taking up a smilar @ 1he
meastire that is expected (o puss soon and be

signed by President Barack Olasia, Withour 0

a mngjor cash infusgors, HTF will become in-
sobvent in August, according to the Depart-
ment of Transportation (DOT), which
adminisgers the fiand

Tnsohvency would have farreaching negative consequences far state
governments, which count an HTF o help pay for critical transporta-
tion infrastriacture projects, Many prajects already under way likely
woulkd be lrogen, elimis
nating s wany s
S00,000 jobs, scord-
g 10 s0me estimates,

The primary sowrce
of HTF fundeng histos-
scally has been federal
fuel taxes - currenth 184 cents per gallon of gasoline and
244 cents per gallon o diesel and ather feks, Over the vears,
hawerer, fuel tax revenuses have steadily declined commen- 3
sierate with the nse in vehicle fuel elliaency and populanty |

of hybrid and electric vehicdes. Matorists are buving less
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gasolme and that means lower fuel-ax revenue.

Some sty the obyious answer 15 to raise those taxes, which have not
increased since 1993, They point out that. beyone declining revenies,
the value of the maney collected through fuel-tax levies has dunnshed
over time due w0 inflation - 18,4 and 24.4 cents are not worth todey

wwhit they were 20 vears ago, The reality is that higher fised taves are not
in the cards any tivie soon given the fragile seate of the coonomy, 4 Re-
publican-contralled H-@ of Represenitatives, and the looeing mid-
term elections.

With HTF an the brnk of bankruptey every year since 2008, Can
gress hus rescued it with a series of Lstminute, stop-gap funding
schiemes and transters from the U8, Treasury s Lawmakers try o ham-

merout 4 penmanent solution agreeable 1o bath parties

Short-Term Fix, Long-Term Uncertainty

Whle the Lest lix would stabilize H'TF into the maclle of 2015 with
yet another general fund transfer, many state governments remun con-
cerned abautan uncertain fiture bevand thae. Big-ticket roadway, bridge
anel transit projects are planned years in acvance with the expectation
that HTF moaey will el pary for them. Some prajects may be put on-
bold while others that already have begun coud face signsficant fndung
shorifalls.

Tliat, in turn, may force state governments to nake difficult and un-
popular choses: Cut bucgets for other essential senvices such as public
salety, education or socid programs to make up the deficat in transporta-
D081 projects, rase taxes, or botly,

Sane seates dso vy scranmble to find funds o cover the debt service
oita speaifictype of barrowing for highwey and tramspaortation projecis.
Grant Ansicipation Revenue Vehides (GARVEEs) are debeinstrments
stales s 1o raise soney for approved highway projects when fanding
18 anticipated from federal grants, Simply stated, GARVEEs enable
stutes to borrow nianey now ane repay lenders later with the antic-
pated HTF grants, allowing states 1o sccelerate construcnon.

ITHTF were 10 bocome insobvent or hane its furd-
ing greatly reduced, states that issued GARVEEs may
not revenve feeral grants
in the amounts they
onignally anticipated
That will require them
10 come up with maorey
fram other sources o
meet debe service abli-
ganoas and repay boe-
rowers, Failure to do so
may affect thesr credat
ratings negatively and
dnve up the cost of fu-

ture borvenwirsg,

H In Jure, Moody's [nvestors Senvace down-
E graded the ratings on 26 GARVEEs valued at
B 885 billion. The downgrades affected 20
H

@ Road Building

stand-adone GARVEES backed solely by anvicipated federal highway aid
that da not have additional state-pledged funds o secure the bonds; the
remaining six were secured solely b federal transit aid,

I its rationale for the downgrades, Moody's cited “3 growing struc-
turad imbahince™ in HTF, stagnant fuel-4ax revenues, uncertainty over
the “tming and magniticde” ol S, genesal fund suppant, and a growsng

risk ol payment interruption or reduction

Tolls on U.S. Consumers, Economy

The praspect of greatly reduced HTF grants 1o inance projects across
the country also comes at a time when the need for LS, infrastructure
vestment s perhiaps as great as it ever s been, The Amencan Society
af Civl Engineers' (ASCE) most recent quadrennal repart card on dhe
state of the nation's mfrastructure, ssued in March 2013, give our 4
medbon miles of razadwans 2 grade of *D." which ASCE defines as *Poor-
At Rik”

The ASCE saad simply masneaanmyg that D grade will require an an-
nual investiment of $101 billion until 2028; mspraving it will take $170
bilhon annually. Federal, state, and local gavernments currently spend
S91 ballion annally.

The poar quality ol US, roadhways dlso has & destrictive impact on
cansumers and the nationsd econonmy. According to the ASCE, roadway
conditions are 2 sgnificant factor in appraxinately one-third afall U.S,
trallic Gralives, which cost the American economy $230 billion a year
Congested highways cost congumers and the econann $101 billion an-
el in wasted time and fud,

While there i3 no magic bullet that will sohe HTFS finandal prol-
lenns overmight to everyone's satisfaction, it is imperative that the lang-
tenm issues affecting it be addressed quickly and farcefilly, Temporary
measires and ursistainable funding gimmicks serve oaly 1o keep HTF
on the beink of insobvency and postpone the inevitable, while larming
the U,S, econony and threatenivg municipal finances, jobs, and essential
services acrass he nition

Tistine for edected leaders in Washirgion to pat the pedal to the metal
anctdeliver along-erm secure, reliabie, and adequate funding mechinisn
that will dhaw HTF to cany ot the mission kor which it was created. Our

nation’s prospenty is lerally nivg an those readways, -+
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