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Transportation Funding Crisis

Chronic funding gaps

Years of underinvestment

Aging infrastructure

Growing transportation demand
Declining gas tax revenues
Political reluctance to raise gas tax
National recession

State budget shortfalls

Uncertainty of federal program
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Overall, the Real Value of
State Gas Taxes Has Fallen...
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1 14 states have not raised gas taxes in more than 20 years
1 Only 8 states and D.C. legislatively increased gas taxes since 2008

1 After adjusting to account for growth in construction costs, the
average stateds ¢a?20percent simee fastihaehse e n

} State gas taxes have fallen by a combined  $10 billion each year
} Often small increases lag behind funding needs

Sources: CSG, 2011; Institute on Taxation and Economic Policy, 2011; American Petroleum Institute, 2012.
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Value of Federal Gas Tax is Falling
for Same Reasons as State Taxes

EXHIBIT 2-9: FEDERAL GASOLINE TAX RATE AND LOSS IN
PURCHASING POWER
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. Actual Tax Rate . CPI-Adjusted Tax Rate . Cumulative Change in Purchasing Power

Source: FHWA 2006 Highway Statistics, Table FE-21B, indexed using CPI-U as reported by the Bureau of Labor Statistics.
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AUTOMATIC BUDGET CUTS
(SEQUESTRATION)

1 Gramm - Rudman - Hollings Balanced Budget and
Deficit Control Act of 1985 exempts contract
authority (Highway Trust Fund) programs

{ Federal - Aid Highways
1 Highway Traffic Safety Grants

 NHTSA operations and research and National Driver
Register

1 Motor Carrier Safety Operations and Programs
1 Motor Carrier Safety Grants
{ Transit Formula and Bus Grants

1 8.2% reduction in non - exempt, non - defense,
discretionary funding (i.e., general fund programs)




CBO HIGHWAY TRUST FUND PROJECTIONS
August FY 2012 Baseline for Years 2012-2022
5-Nov-12 (billions of dollars)

Average

2011| 2012| 2013| 2014| 2015| 2016| 2017| 2018| 2019| 2020| 2021 | 2022 | Annual Deficit
2015-2022

Highway Account

Resourcep

Contract Authority (FHWA)39.9 | 40.2 | 404 | 41.0 | 41.0 | 41.0 | 41.0 | 41.0 | 41.0 | 41.0 | 41.0 | 41.0

Contract Authority (Flexed to Transft)-10 | -10 | -10{| -10{ 10| -10{| -10{| 10| 10| -1.0 | -1.0 -1.0
Contract Authority (Highway Safefy) 1.2 1.2 1.2 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3

Obligation Limitation (FHWA)41.1 | 39.1 | 398 | 404 | 410 | 418 | 427 | 435 | 445 | 454 | 463 | 47.2
Obligation Limitation (Flexed to Transjit)-1.0 | -0 | -10| 10| 10| 20| 10| 10| 10| 10| -1.0 -1.0
Obligation Limitation (Safety) 1.3 1.2 1.2 1.3 1.3 1.3 1.3 1.4 1.4 1.4 15 15

Cash Flow

Beginning of Year Balange20.7 | 14.3 8.7 4.7 4.1 -6.4 | -16.0| -25.1 | -34.3 | -44.2 | -54.3| -64.7

Est. Flexing -- Transferof Cgsh1.1 | -10 ( -10 | -10 (| -10{| -10{ -10 (| 10| -1.0 | -1.0 | -1.0 -1.0
Revenues, Interest & Intergovernmental Transfer82.0 | 359 | 327 | 328 | 338 | 349 | 357 | 36.1 | 36.2 | 363 | 36,5 | 36.8
General Fund Transfer 0.0 0.0 6.2 104 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays| 37.3 | 405 | 420 | 42.7 | 43.3 | 434 | 438 | 444 | 451 | 455 | 46.0 | 46.4

End of Year Balancd 14.3 | 8.7 4.7 41 | -6.4]-16.0| -25.1| -34.3| -44.2| -54.3| -64.7 —75.4IP -9.0

Transit Account

Resources
Contract Authority (FT4) 8.4 8.4 8.5 8.6 8.6 8.6 8.6 8.6 8.6 8.6 8.6 8.6
Contract Authority (Flexed from Highways)1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Obligation Limitation (FTA includes flexing)9.3 9.4 9.5 9.6 9.8 9.9 101 | 10.3 | 105 | 10.7 [ 109 | 11.1
Cash Flow
Beginning of Year Balange 8.5 7.3 4.7 1.8 0.5 3.3 | -7.7 | -12.3| -16.8| -20.9 | -25.1 | -295
Est. Flexing -- Transfer of Cdshl.1 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Revenues & Interegt 4.9 49 4.8 4.8 49 5.0 5.1 5.1 51 51 51 51
General Fund Transfer 0.0 0.0 0.0 2.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Outlays 7.2 8.5 8.8 9.4 9.8 104 | 106 { 106 | 10.2 | 10.3 { 105 | 10.7

End of Year Balanc§ 7.3 | 47 | 1.8 | 05 | -33| -7.7 | -12.3| -16.8| -20.9| -25.1| -29.5 —34.2' -5.3

Total End of YearBalang ) o 14 4 46 | -9.7|-23.7|-37.4| -51.1| -65.1| -79.4| -94.2|-100d -14.3
nghway and Mass Transit Accoul
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Highway Trust Fund Receipts and Outlays Discrepal
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(Year of Expenditure Dollars in Billion
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Federal Highway and Transit Obligations Through 2022

Assumes a minimum balance of $2 billion for the Highway Account and $.25 billion for the Mass Transit Ac
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Matrix of Surface Transportation Revenue Options
(All revenue estimates in $ millions)
Funding Mechanisms NSTIFC Mechanism Yield Current lllustrative Revenues Avg RevenuesTotal Revenue
Score* (2012) Rate Rate 2011 2012-2017 2012-2017

Existing Mechanisms
Truck/Trailer Sales Tax Increase 3.665 1% of Sales =$ 162 N/A 50% | $ 812| $ 1,359 $ 8,152
Tire Tax on Light Duty Vehicles 3.640 $1.00 Fee= $ 1,862 N/A $3.00 |[$ 5585 % 5,881| $ 35,284
Diesel Tax Increase 3.575 1¢/gal= $ 386(24.4¢/gal| 15.0¢ |$ 5,786 $ 6,226| $ 37,356
Diesel Tax Indexing 3.575 N/A $ - $ 585( $ 3,512
Gas Tax Increase 3.575 1¢/gal = $ 1,327|18.4¢/gal| 10.0¢ | $ 13,272| $ 13,303| $ 79,818
Gas Tax Indexing 3.575 N/A $ - $ 1,370 $ 8,218
Share of US Customs Revenues 3.540 1% of Receipts = $ 277| N/A 1.0% |$ 2771 $ 360| $ 2,161
Truck Tire Tax Increase 3.365 100% Increase =$ 346 N/A 10.0% | $ 35| 3 45| 3% 270
Annual Registration Fee (Light Duty Vehicles) 3.320 $1.00Fee=$ 248| N/A $10.00 | $ 2482 $ 2,614 $ 15,682
Annual Registration Fee (Trucks) 3.320 $1.00 Fee=$ 9| NA $15.00 | $ 129| $ 131 $ 787
HVUT Increase 3.315 100% Increase =$ 944 N/A 15.0% | $ 142| $ 141] $ 844
Container Tax 3.300 $1 per TEU=$ 391 N/A $15.00 | $ 5,866| $ 6,401 $ 38,408
Imported Oil Tax 3.270 $1.00/Bbls = $ 3,528| N/A $1.00 |$ 3528(9% 3,528| $ 21,171
Sales Tax on Diesel 3.250 1.0% of Sales =$ 850| N/A 106% [$ 9,013| $ 10,862( $ 65,172
Sales Tax on Gas 3.250 1.0% of Sales =$ 3,347| N/A 84% |$ 28,112| $ 34,108| $ 204,647
US Freight Bill -- All Modes 3.140 1% of Sales =$ 7,612 N/A 1.0% [$ 7,612|$ 8,452| $ 50,713
US Freight Bill -- Truck Only 3.140 1% of Sales =$ 6,608 N/A 10% |$ 6,608 3% 7,338| $ 44,028
Sales Tax on New and Used Light Duty Vehicles 3.110 1.0% of Sales =$ 2,619| N/A 10% |[$ 2619 % 2,619 $ 15,715
Sales Tax on New Light Duty Vehicles 3.110 1.0% of Sales =$ 1,625| N/A 10% |$ 1,625( 3% 1,625| $ 9,752
Harbor Maintenance Tax 3.090 0.1% Tax=$ 1,236 N/A 05% |$ 6,181 $ 6,745| $ 40,472
Annual Drivers License Surcharge 2.985 $1.00 Surcharge=$ 214 N/A $5.00 $ 1072| % 1,116 $ 6,694
Dedicated Income Tax - Business 2.940 |0.1% of currenttaxes - $ 198 N/A 1.0% [$ 1,984 $ 4,291 $ 25,745
Dedicated Income Tax - Personal 2.940 |0.1% of currenttaxes - $ 956| N/A 1.0% [$ 9,560| 3 15,429 $ 92,576
Sales Tax on Auto-related Parts & Services 2.925 1.0% of Sales =$ 2,327 N/A 10% |[$ 2327|$ 2,613 $ 15,680
Future Potential Mechanisms
Annual Highway Miles Traveled Fee (All Light Duty Vehicles}*140 1¢/VMT = $ 6,499 N/A 2.0¢ $ 12,998| $ 13,475| $ 80,851
Annual Highway Miles Traveled Fee (All Trucks)** 4.140 1¢/VMT= $ 908| N/A 3.0¢ $ 2,723| $ 2,823 $ 16,936
Ton-Mile Freight Charge -- All Modes 2.995 1¢/ton-mile = $43,497| N/A 0.5¢ $ 21,748| $ 24,150| $ 144,898
Ton-Mile Freight Charge -- Truck Only 2.995 1¢/ton-mile= $12,731| N/A 0.5¢ $ 6,365 % 7,068| $ 42,409
Ton Freight Charge -- All Modes 2.855 1¢iton= $ 164| N/A 250¢ |$ 41118 4,565| $ 27,389
Ton Freight Charge -- Truck Only 2.855 1¢ton= $ 113| N/A 250¢ [$ 2,835] % 3,148 $ 18,890
*"NSTIFC Score" refers to revenue mechanism evaluations conducted by the National Surface Transportation Infrastructure Financing Commission based on revenue stream, econg
efficiency/impact, implementation/administration, and equity considerations.
** VMT fee estimates refer to miles traveled on the Interstate System.




What Options Do States Have’?

+ Funding

+ Financing

1 Protecting
revenues

} Increasing
efficiency and
accountability
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1 Groundbreaking joint NCSL
AASHTO project in 2011

+ Draws on legislative and
executive experiences and
perspectives

; Based on original survey
data from 50 states, D.C.
and P.R. about state facts
and leaders' opinions

Available online at
http://www.ncsl.orag/
default.aspx?tabid=19117

Much of today's presentation draws on these findings.
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