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Forum on Transportation Investment

idaho’s transportation funding shortfall
Idaho fuel tax, fhwa funding, and Regression considerations
Jim Kempton, Chairman, Forum on Transportation Investment, 

Executive Overview
The information below is provided for use by Forum members and represents only the perspective of the Chairman as the information may be of value in their consideration of final recommendations to the Idaho Transportation Board.  Much of the information was initially presented in introductory remarks at the beginning of Meetings 3 through 7, but not in a format that would have been easily followed from meeting to meeting.  Indeed, most of the information was hurriedly developed at the same time the Forum was investigating related issues identified in the objectives for each meeting.  Consequently, there was little text to tie data tables, charts and narrative together.  This section of the Forum on Transportation Investment Final Report attempts to tie those presentations together and provide continuity in the message that individual Forum members will take from the effort.
Background
Idaho has two primary revenue sources for transportation – the Federal fuel tax and the State Highway Distribution Account (which includes fuel tax and vehicle registrations).  Idaho’s Federal-aid apportionments from the federal fuel tax represent approximately 53% of total revenue, with State revenues providing the other 47%.  Federal funds to Idaho have grown substantially over the last two reauthorization acts – from $1.273 billion (6-year total) under TEA-21 to $1.630 billion under the new act, SAFETEA-LU – a 27% increase.  Historically, Idaho is a “donee” state – we have received more in Federal-aid funds than we have paid into the Federal Highway Trust Fund (HTF).  In FY2003 (the latest available data) Idaho received $1.43 back for every dollar paid into the Trust Fund.  From 1956 to 2003 (the life of the HTF) Idaho has received $1.64 for every dollar paid in.  Federal funds, therefore, have a much larger impact on Idaho than just the amount of taxes that we pay into the Trust Fund.  
The increase in Federal funding for FY2005 – 2009, however, is less than the increase during the period of FY2000 - 2004.  The increased use of fuel efficient and hybrid vehicles and higher prices for fuel will also tend to reduce the amount of federal funds collected and subsequently made available to Idaho.  More significantly, the current levels of spending from the Federal Highway Trust Fund are depleting the surplus in the Fund and the Fund is projected to “zero out” by FY2009–FY2011 unless Congress takes action to replenish a surplus.  Funding to the states would then be limited to the revenue coming into the Fund, which will be less than current funding levels. 
The Idaho fuel tax on gasoline, gasohol and diesel fuel (the latter most often referred to as “special fuels”) has historically been the largest source of revenue for Idaho transportation purposes.  The Idaho fuel tax in 1953 was 6 cents per gallon.  Subsequently, the tax was adjusted as follows: 1968 - 7 cents; 1972 - 8.5 cents; 1976 - 9.5 cents; 1981 - 11.5 cents; 1982 - 12.5 cents; 1983 - 14.5 cents; 1988 - 18 cents; 1991 - 21 cents; and 1996 - 25 cents.  Over this period of time, the maximum period of time the fuel tax remained unadjusted was five years.  And, with the exception of 1981, at the end of each of those five-year periods the fuel tax was adjusted by at least 3 cents.  Since FY2000, the fuel tax has averaged approximately 68% of all State revenue accumulated to the Highway Distribution Account (HDA).
Federal Funds
Federal revenues are restricted in use by US Code and are used almost exclusively for highway project development and construction.  State revenues (Highway Distribution Account-HDA) are used by ITD to support personnel and operations functions, for a State-funded construction program, and to match Federal aid funds.  Local jurisdictions rely on HDA funds and local property taxes for their transportation programs and also have to match Federal-aid for some projects. 

One of the indirect effects of the heavy reliance on federal dollars for State highway construction and maintenance is essentially to reduce necessary transportation funding for local cities, counties and highway districts.  For “locals,” the effect of having to rely upon their 38% of State fuel tax revenues – which has remained essentially flat for five years – is a flat-line budget for transportation.  The same effect is also true for the State Police which relies on their 5% of the funds from the Highway Distribution Account for their program funding. 
Another way of looking at the effect of Federal-aid funds on Idaho is to convert the increases in federal funding since FY2000 into an equivalent Idaho fuel tax increase and compare that tax profile to the AAVMT/NNCI fuel tax index forecast from FY1996 forward.  Under this analysis, the amount of revenue collected for each cent of State fuel tax collected was used to calculate an amount of State tax equivalent to the annual amount of federal funding increases since FY1996.  The result of these calculations is shown on the chart entitled “ID Fuel Tax Adjusted for FHWA.”  The chart clearly shows that Federal funding increases between FY2000 and FY 2005 have allowed the Idaho State fuel tax to be held at the 25 cents per gallon level without degrading the transportation program.  Without the Federal funding increases, the Idaho fuel tax would have needed to be increased to over 42 cents per gallon to deliver the same highway construction program. 

[image: image3.png]Dollars

Gasoline and Special Fuels Revenue

$160,000,000
$140,000,000
$120,000,000
$100,000,000
$80,000,000
$60,000,000
$40,000,000
$20,000,000
¢

,@‘Z’Q’

(Net to H.D.A. + RHF)

(S —

$ &

2 & P
N
WSS

Year (FY)

—+— Gasoline (1986-1999)
= Gasoline (2000-2005)

- Special Fuels (1986-
1999)

- Special Fuels (2000-
2005)





State Funds
Travel on Idaho’s highway system has increased faster (as shown by the Average Annual Vehicle Miles of Travel [AAVMT]) than the revenue from fuel tax.  This is due to increasing fuel efficiency of both cars and trucks.  More cars on the highways are causing more congestion and pollution while heavier average truck weights and increasing truck numbers are significantly impacting highway construction requirements and transportation planning.  At the same time, many of Idaho’s highways are nearing the end of the planned life cycle and need major repairs or complete replacement.
The amount of State fuel tax revenues used to match federal aid is unchanged by GARVEE bonding of projects.  The amount of State funds used to match federal-aid is approximately 10% of total funds, regardless of the method used to finance the project.  The use of GARVEE funding does not affect the need to raise revenues to offset lost buying power. 
Annual growth in HDA receipts to ITD is more than offset by cost increases for State-funded operating programs.  Operating programs are impacted by cost increases from rising utility rates, labor costs (salaries, employer-paid health insurance, etc.), fuel costs, material costs, shipping and postage costs, etc.  The sum of Operating program cost increases are greater than annual State revenue growth, which means that funding for construction, expansion and other programs is reduced each year to make-up the difference.  
This trend will continue until fuel tax receipts are sufficient to cover non-discretionary Operating program cost increases.

Idaho Fuel Tax
Subscribing to the philosophy that a picture is (sometimes) worth a thousand words, two charts were developed to display fuel tax revenue collections from FY1986- 2005.  A “break” is introduced at the FY2000 point in the Gasoline and Special Fuels Revenue chart to better display a significant stagnation in fuel tax revenue, both gasoline and special fuels, after FY2000.  

	GASOLINE AND SPECIAL FUELS REVENUE
( NET TO H.D.A. + RHF*)
* Restricted Highway Fund 1996-1999)

	FY
	Gasoline
	Gasoline
	 
	Special Fuels
	Special Fuels
	 
	Total
	 
	ID Fuel Tax

	1986
	 $   60,045,111 
	 
	 
	 $     13,187,096 
	 
	 
	 $   73,232,207 
	 
	14.5

	1987
	 $   63,166,860 
	 
	 
	 $     13,949,167 
	 
	 
	 $   77,116,027 
	 
	14.5

	1988
	 $   64,815,073 
	 
	 
	 $     14,492,974 
	 
	 
	 $   79,308,047 
	 
	18.0

	1989
	 $   77,446,979 
	 
	 
	 $     19,877,164 
	 
	 
	 $   97,324,143 
	 
	18.0

	1990
	 $   78,603,658 
	 
	 
	 $     21,072,178 
	 
	 
	 $   99,675,836 
	 
	18.0

	1991
	 $   80,059,770 
	 
	 
	 $     22,163,620 
	 
	 
	 $ 102,223,390 
	 
	21.0

	1992
	 $   96,607,140 
	 
	 
	 $     27,312,553 
	 
	 
	 $ 123,919,693 
	 
	21.0

	1993
	 $ 102,261,768 
	 
	 
	 $     32,146,872 
	 
	 
	 $ 134,408,640 
	 
	21.0

	1994
	 $ 108,652,150 
	 
	 
	 $     33,323,789 
	 
	 
	 $ 141,975,939 
	 
	21.0

	1995
	 $ 108,701,517 
	 
	 
	 $     34,383,276 
	 
	 
	 $ 143,084,793 
	 
	21.0

	1996
	 $ 117,780,949 
	 
	 
	 $     36,814,647 
	 
	 
	 $ 154,595,596 
	 
	25.0

	1997
	 $ 135,378,071 
	 
	 
	 $     53,683,180 
	 
	 
	 $ 189,061,251 
	 
	25.0

	1998
	 $ 142,430,239 
	 
	 
	 $     50,039,586 
	 
	 
	 $ 192,469,825 
	 
	25.0

	1999
	 $ 150,904,512 
	 
	 
	 $     52,341,679 
	 
	 
	 $ 203,246,191 
	 
	25.0

	2000
	 
	 $  148,662,734 
	 
	 
	 $   53,607,681 
	 
	 $ 202,270,415 
	 
	25.0

	2001
	 
	 $  142,662,734 
	 
	 
	 $   54,042,570 
	 
	 $ 196,705,304 
	 
	25.0

	2002
	 
	 $  145,306,400 
	 
	 
	 $   56,163,042 
	 
	 $ 201,469,442 
	 
	25.0

	2003
	 
	 $  146,008,705 
	 
	 
	 $   55,474,275 
	 
	 $ 201,482,980 
	 
	25.0

	2004
	 
	 $  148,879,407 
	 
	 
	 $   59,663,355 
	 
	 $ 208,542,762 
	 
	25.0

	2005
	 
	 $  148,891,320 
	 
	 
	 $   61,205,593 
	 
	 $ 210,096,913 
	 
	25.0

	
	            Note:  Data displaced in FY 2000 - 2005 for chart purposes.
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The separate gasoline and special fuels revenue collections are combined in the Idaho Fuel Tax and Fuel Tax Revenue Compared chart and, as indicated in the title, there is an overlay of the FY1986-2005 Idaho fuel tax schedule.  After each of the tax increase years, revenue increased sharply but tended to flatten with time between increases.  The extended period without a tax increase between FY1996 and 2005 displays the same flattening trend in revenue collections as in prior years but then, for whatever reason(s), goes abruptly flat between FY2000 and FY2005.  This revenue stagnation is difficult to understand given the population growth in Idaho from 2000-2005 and associated increase in vehicle miles traveled; the latter to be discussed in a subsequent subject area.  Regardless, the effect of stagnation in state fuel tax revenue does not come without consequences.

Unless it is a specifically intended strategy to freeze fuel taxes and allow State fuel tax revenue to both go stagnant, and to remain stagnant, there should perhaps be some consideration of a methodology to index fuel taxes so flattening of a given degree in fuel tax revenue collections would, at a minimum, trigger mandatory review of State transportation objectives, the available revenue stream and strategic priorities.  Not the least of the strategic priorities would be an adequate tax structure to achieve required revenue for not only the State, but also State Police and “locals” as currently funded through the Highway Distribution Account.

Indexing Idaho Fuel Tax: A Retrospective Consideration

Early in Forum discussions, the question was raised whether Idaho fuel taxes could, or should, be indexed.  The question arose partly through a curiosity of the Chair, and partly through individual conversations with Forum members.  The question of “should” fuel taxes be indexed really can’t be addressed until there is some demonstration that relatively simple parameters may exist which correlate to past decisions to raise fuel taxes.  Certainly some of those parameters would reasonably relate to population growth, the number of vehicles on Idaho roads, the number of vehicle miles traveled, the cost of construction to include crude oil cost, the cost of fuel at the pump to reflect crude oil costs, etc. 

Data collection relevant to the possible parameters above immediately becomes a problem because of the mix of information, information format, and volume of information available from different reporting offices.  In the final analysis, two parameters were selected for ease of use: Average Annual Vehicle Miles Traveled in Idaho (AAVMT) and the National Composite Construction Index (NCCI).  The former is information collected by the Idaho Transportation Department and the latter is information available through the U.S. Department of Transportation.  Average annual vehicle miles traveled is self-explanatory.  The NCCI index measures national cost trends in construction that includes costs for common excavation, asphalt, surfacing, steel and concrete.  There is also an Idaho Composite Construction Index, but the data points vary widely and a regression comparison of the histories of both indicates the trend of Idaho composite construction costs is higher than that of the NCCI.  The NCCI was selected to avoid effects of large variations in construction costs and to be conservative in the degree to which a higher composite construction index would drive indexed fuel taxes higher.

It should be recognized from the nature of the two variables selected, that an indexed fuel tax protocol based on AAVMT and NCCI would be capital and construction oriented.  However, some administrative and operations costs are undoubtedly indirectly imbedded in both.

The AAVMT/NCCI Indexed Idaho Fuel Tax was calculated as shown in the following table.  Fractional growth in average vehicle miles traveled and the NCCI were calculated using three- year averages.  The purpose of using three-year averages is two-fold:  1) three-year averages introduce stability in fluctuating numbers, and 2) three-year averages provide stability in decision processes where reacting to annual “ups-and-downs” is not desirable.  The AAVMT number for 2005 is estimated based on miles traveled in 2001-2004.

The following simple protocol (formula) was selected using a base year of FY1983:

AAVMT/NCCI Indexed ID Fuel Tax = 0.0145 + 0.0145 x 
(AAVMT Fractional Growth + NCCI Fractional Growth) + 0.018*
* 0.145 is the Idaho fuel tax in FY1983 and 0.018 is a constant added to fit the AAVMT/NCCI indexed fuel tax value to the FY1983 fuel tax.  The constant has no other purpose than to make that match so all subsequent AAVMT/NCCI indexed fuel tax points have the FY1983 fuel tax (14.5 cents) as a point of origin.

A data table and two charts were prepared to compare AAVMT/NCCI Indexed Idaho Fuel Tax with actual Idaho fuel tax increases from FY1983-1996.  The data table lists average annual vehicle miles traveled (AAVMT) and NCCI indices for the years FY1981-2005.  State fuel taxes are listed for FY1983-2005.  Three year average growth numbers are calculated for both the AAVMT column and the NCCI column.  Three-year growth averages are used to reduce the effects of annual variation.  Three year fractional growth numbers are calculated for each value in the AAVMT and NCCI columns.  The AAVMT/NCCI indexed fuel tax is calculated from the protocol formula discussed above and the values recorded opposite the actual state fuel tax for the same year.

The AAVMT/NCCI Indexed ID Fuel Tax chart displays data from the table in graphic form.  The graphic portrayal of AAVMT indexed tax points closely approximates a straight line that passes in very close proximity to historical fuel tax adjustments in FY1988, FY1991, and FY1996.  In the second chart, a regression line is inserted to examine the linear nature of the line across adjusted fuel taxes in the years FY1988, FY1991, and FY1996.  The formula Y = 0.9355X + 12.387 is the formula for the regression line and “R square” is a factor indicative of how well all AAVMT/NCCI indexed fuel tax points approach a straight line, or alternatively, evaluates the scattering of various AAVMT/NCCI data points along the line.  A perfectly straight line of data points would produce an “R square” of 1.  The chart formula has an “R square” of 0.9355.  

The significance of such close correlation to a straight line suggests that any tax increases between FY1996 and FY2005 to fund cost impacts of increasing vehicle miles traveled and increased construction costs would have a high probability of occurring somewhere along that line.  Moreover, based on a decade of historical fuel tax increases (FY1986-FY1996), at least one tax increase should have occurred during the period FY1996-FY2005.

	AAVMT / NCCI INDEXED ID FUEL TAX

	Year
	Ave. Vehicle 
Miles (AAVMT)
	Ave. Growth
(3 year basis)
	Fractional 
	NCCI
	Ave. Growth
(3 Year Basis)
	Fractional
	AAVMT/NCCI
Indexed
	Idaho Fuel
Tax

	
	
	
	Growth 
	
	
	Growth
	
	

	 
	 
	 
	(3 Year)
	 
	 
	(3 Year)
	 
	 

	1981
	6,861,282,268
	 
	 
	94.2
	 
	 
	 
	 

	1982
	6,943,313,978
	 
	 
	88.5
	 
	 
	 
	 

	1983
	7,466,671,427
	7,090,422,558
	0.03
	87.6
	90.10
	0.27
	14.2
	14.5

	1984
	7,742,828,507
	7,384,271,304
	0.08
	92.6
	89.57
	0.27
	14.6
	14.5

	1985
	7,915,483,995
	7,708,327,976
	0.12
	102.0
	94.07
	0.33
	15.6
	14.5

	1986
	8,233,831,019
	7,964,047,840
	0.16
	101.1
	98.57
	0.39
	16.6
	14.5

	1987
	8,567,112,919
	8,238,809,311
	0.20
	100.0
	101.03
	0.43
	17.3
	14.5

	1988
	8,787,256,985
	8,529,400,308
	0.24
	106.6
	102.57
	0.45
	17.9
	18.0

	1989
	9,260,815,146
	8,871,728,350
	0.29
	107.7
	104.77
	0.48
	18.7
	18.0

	1990
	9,850,383,578
	9,299,485,236
	0.36
	108.5
	107.60
	0.52
	19.6
	18.0

	1991
	10,060,902,545
	9,724,033,756
	0.42
	107.5
	107.90
	0.53
	20.3
	21.0

	1992
	10,735,192,817
	10,215,492,980
	0.49
	105.1
	107.03
	0.51
	20.8
	21.0

	1993
	11,294,042,574
	10,696,712,645
	0.56
	108.3
	106.97
	0.51
	21.5
	21.0

	1994
	11,652,859,283
	11,227,364,891
	0.64
	115.1
	109.50
	0.55
	22.6
	21.0

	1995
	12,297,394,023
	11,748,098,627
	0.71
	121.9
	115.10
	0.63
	24.0
	21.0

	1996
	12,924,049,864
	12,291,434,390
	0.79
	120.2
	119.07
	0.68
	25.3
	25.0

	1997
	13,112,181,579
	12,777,875,155
	0.86
	130.6
	124.23
	0.76
	26.7
	25.0

	1998
	13,644,125,606
	13,226,785,683
	0.93
	126.9
	125.90
	0.78
	27.5
	25.0

	1999
	14,327,970,853
	13,694,759,346
	1.00
	136.5
	131.33
	0.86
	28.9
	25.0

	2000
	13,728,357,452
	13,900,151,304
	1.03
	145.6
	136.33
	0.93
	29.9
	25.0

	2001
	14,298,599,802
	14,118,309,369
	1.06
	144.8
	142.30
	1.01
	31.0
	25.0

	2002
	14,303,172,548
	14,110,043,267
	1.06
	147.9
	146.10
	1.07
	31.5
	25.0

	2003
	14,400,462,268
	14,334,078,206
	1.09
	149.8
	147.50
	1.09
	32.0
	25.0

	2004
	14,824,908,521
	14,509,514,446
	1.11
	175.4
	157.70
	1.23
	33.6
	25.0

	2005
	15,000,000,000
	14,741,790,263
	1.15
	 
	152.60
	1.16
	33.2
	25.0


[image: image6.png]Cents

ID Fuel Tax Adjusted for FHWA

45

%0 f

35

. 1D Fuel Tax

25 4 = AAYMTINCCI Indexed

2 1D Fuel Tax

15 . IDFHWA Equiv Fuel

Tax

10 — Linear (AAVMTINCCI

5 Indexed ID Fuel Tax)

0 8
o L AN
2852353853538
§8838333323¢8 %2
2290232293353 7

Year





[image: image7.png]DOLLARS (M)

AAVMTINCCI Revenue Required Projection

$600.00
$500.00
$400.00
$300.00

$200.00 -

$100.00

FY 2006 - 2035

YEAR (FY)

e ARVMTNCCI

Revenue Required





In developing the AAVMT/NCCI Indexed Idaho fuel tax, it is worth emphasizing that there is no intention of suggesting that state fuel taxes should be raised annually.  The historical fuel tax pattern over the past decade suggests that, on average, tax increases have been necessary on a 3-4 year basis.  Those increases were without benefit of federal funding in the amount that has occurred between FY2000 and FY2005, as will be discussed later. 

However, the individual AAVMT/NCCI indexed fuel tax points are useful in comparing revenue the indexed fuel tax would raise if each point is treated as a pseudo-tax point.  If the sum of revenue generated by the indexed fuel taxes closely approximates revenue raised by actual fuel taxes over the same time period, the AAVMT /NCCI regression trend line can be extended to forecast future revenue required based on past revenue collected.  It will be shown later that from FY1986-1995, AAVMT/NCCI pseudo-tax points generate $ $1,056 million compared to actual fuel tax collections of $ 999 million; a respectable correlation having a difference of 5.71 percent.

Obviously there are limitations to the use of such a forecasting tool.  But since population growth between FY2000 and FY2005 is not significantly different from the FY1986-FY1996 decade, and since inflation growth is not excessively different, a revenue forecast based on the AAVMT/NCCI trend line should be reasonable in the near term – but can be expected to become less reliable in out-years.  On that premise, the period FY2000-FY2005 would have seen a requirement for approximately $340 million in state revenue generated from appropriate (one or more) fuel tax increases along the AAVMT/NCCI trend line.  In terms of distributed funds through the Highway Distribution Account, the $340 million would have been split $193.8 million to the State Highway Account, $129.2 million to “locals” and $17 million to State Police.  Since no tax increases occurred during FY2000-FY2005, approximately $340 million was not collected.  From a slightly different perspective, between FY1995 and FY1999, State HDA revenue increased from $125.9 million to $144.3 million; a range of $18.4 million.  From FY2000-FY2005, the increase was $167.6 million to $175.3 million; a range of $7.7 million.  This reduction occurred even while registration fees and truck related revenue to the HDA increased significantly.  The effect of not collecting approximately $340 million between FY2000 and FY2005 is reflected, in part, in the numbers above.

Federal Highway Administration Funding

The question of why there hasn’t been a need to raise Idaho fuel taxes, or other transportation taxes and fees in substitution for that matter, hinges on federal funding increases that were available after FY2000.  An interesting way of looking at the issue is to convert Federal funding increases since FY2000 into an equivalent Idaho fuel tax increase and to compare that tax profile to the AAVMT/NCCI forecast beyond FY1996.  

Such a comparison will also allow a look at the way each cent of Idaho fuel tax has brought revenue into the State Highway Distribution Account.  The amount of revenue collected for each cent of fuel tax will be used to calculate the tax equivalent of annual federal funding increases since FY1996.  All other column headings should be familiar to the reader.  

The data in Table 1and Table 2 are used to produce the chart titled Idaho Fuel Tax Adjusted for FHWA.  The Idaho fuel tax adjusted for FHWA (for increases in federal funding) is presented as an overlay on the AAVMT/NCCI Indexed ID Fuel Tax chart used previously.

	Table 1.  AAVMT/NCCI Indexed ID Fuel Tax Revenue to H.D.A.

	
	
	
	
	
	
	

	FY
	ID Fuel Tax
(Cents)
	 $ Collected
Net to H.D.A. + RHF
	$(M) Collected
per cent Tax
	AAVMT/ NCCI Indexed  
ID Fuel Tax (Cents)
	Revenue Equiv.
to H.D.A. ($M)
	ID Fuel Tax Adj.
for FHWA 

	1983
	14.5
	 
	 
	14.2
	 
	 

	1984
	14.5
	 
	 
	14.6
	 
	 

	1985
	14.5
	 
	 
	15.6
	 
	 

	1986
	14.5
	 $          73,232,207 
	 $              5.05 
	16.6
	 $                83.8 
	 

	1987
	14.5
	 $          77,116,027 
	 $              5.32 
	17.3
	 $                92.0 
	 

	1988
	18.0
	 $          79,308,047 
	 $              4.41 
	17.9
	 $                78.9 
	 

	1989
	18.0
	 $          97,324,143 
	 $              5.41 
	18.7
	 $              101.1 
	 

	1990
	18.0
	 $          99,675,836 
	 $              5.54 
	19.6
	 $              108.5 
	 

	1991
	21.0
	 $        102,223,390 
	 $              4.87 
	20.3
	 $                98.8 
	 

	1992
	21.0
	 $        123,919,693 
	 $              5.90 
	20.8
	 $              122.7 
	 

	1993
	21.0
	 $        134,408,640 
	 $              6.40 
	21.5
	 $              137.6 
	 

	1994
	21.0
	 $        141,975,939 
	 $              6.76 
	22.6
	 $              152.8 
	 

	1995
	21.0
	 $        143,084,793 
	 $              6.81 
	24.0
	 $              163.5 
	 

	1996
	25.0
	 $        156,614,265 
	 $              6.26 
	25.3
	 $              158.5 
	25.00

	1997
	25.0
	 $        189,061,251 
	 $              7.56 
	26.7
	 $              201.9 
	29.19

	1998
	25.0
	 $        192,469,825 
	 $              7.70 
	27.5
	 $              211.7 
	28.57

	1999
	25.0
	 $        203,246,191 
	 $              8.13 
	28.9
	 $              235.0 
	29.88

	2000
	25.0
	 $        202,270,346 
	 $              8.09 
	29.9
	 $              241.9 
	33.06

	2001
	25.0
	 $        197,029,342 
	 $              7.88 
	31.0
	 $              244.3 
	35.79

	2002
	25.0
	 $        201,469,442 
	 $              8.06 
	31.5
	 $              253.9 
	34.91

	2003
	25.0
	 $        201,482,980 
	 $              8.06 
	32.0
	 $              257.9 
	38.66

	2004
	25.0
	 $        208,542,762 
	 $              8.34 
	33.6
	 $              280.3 
	39.94

	2005
	25.0
	 $        210,096,913 
	 $              8.40 
	32.2
	 $              270.6 
	42.12


	Table 2.  ID Fuel Tax Adjusted for FHWA Funding

	
	
	
	
	
	

	FY
	Revenue Equiv.
to H.D.A. ($M)
	FHWA $(M)
to State
	FHWA Delta
1994 base
	ID Fuel Tax
Equiv.
	ID Fuel Tax
Adj. For FHWA

	1994
	 $             152.8 
	 $               95.50 
	 $                    - 
	 
	

	1995
	 $             163.5 
	 $             135.10 
	 $            39.60 
	 $                        5.81 
	26.81

	1996
	 $             158.5 
	 $             102.70 
	 $              7.20 
	 $                        1.15 
	26.15

	1997
	 $             201.9 
	 $             127.20 
	 $            31.70 
	 $                        4.19 
	29.19

	1998
	 $             211.7 
	 $             123.00 
	 $            27.50 
	 $                        3.57 
	28.57

	1999
	 $             235.0 
	 $             135.20 
	 $            39.70 
	 $                        4.88 
	29.88

	2000
	 $             241.9 
	 $             160.70 
	 $            65.20 
	 $                        8.06 
	33.06

	2001
	 $             244.3 
	 $             180.50 
	 $            85.00 
	 $                      10.79 
	35.79

	2002
	 $             253.9 
	 $             175.40 
	 $            79.90 
	 $                        9.91 
	34.91

	2003
	 $             257.9 
	 $             205.60 
	 $          110.10 
	 $                      13.66 
	38.66

	2004
	 $             280.3 
	 $             220.10 
	 $          124.60 
	 $                      14.94 
	39.94

	2005
	 $             270.6 
	 $             239.40 
	 $          143.90 
	 $                      17.12 
	42.12
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It is apparent from the ID Fuel Tax Adjusted for FHWA chart that Federal funding increases between FY2000 and FY2005 have provided the opportunity for the Idaho fuel tax to be held at 25 cents with some Federal money to spare.  The substitution of Federal money for State revenue collected from any State tax or fee, fuel tax or otherwise, has potential drawbacks that should be clearly understood as the State moves forward over the next quarter century. 

For example: 

1. Federal money apportioned by law with an emphasis on State highway construction/ maintenance (i.e., State infrastructure development/ maintenance) can reduce necessary transportation funding to local highway districts and counties.  For “locals,” 38 % of essentially no increase in fuel tax revenue over five years means a flat-line budget for that revenue resource.  The purpose of working with the Idaho fuel tax is not to suggest that Idaho fuel taxes should be raised to some outrageous level that would exceed State revenue requirements.  Rather, the purpose is to work with the existing State fuel tax structure and associated Highway Distribution Account revenue distribution formula to show that, among other things, there is a problem at the “local” level that needs to be resolved in the very near future.  If the problem is simply too great to resolve, then there needs to be a strategy put in place that identifies how Idaho will begin downsizing the rural transportation infrastructure to accommodate reduced “local” funding under the existing formula.  It is no longer a matter of simply being more efficient.  The same issue relates to State Police Funding and their presence on Idaho highways and byways.

At the State level, even with the benefit of Federal funding increases, adverse impacts to State operations and administrative funding requirements can also be masked; especially if total transportation expenditures are the primary guide by which “adequate” transportation funding is evaluated.  A case in point is from the information provided by the Legislative Budget Office.  The data has an “expenditure break-out” that compares Idaho Transportation Department Expenditures by “Classification.”

	EXPENDITURE CLASSIFICATIONS  (Legislative  Budget Office)

	Classification
	1996-2001(Ave)
	 
	2002
	2003
	 
	2004
	 
	1996-2004 (Ave)

	Personnel
	 $    77,379,000 
	 
	 $   90,407,400 
	 $  89,754,800 
	 
	 $  91,979,700 
	 
	 $   87,380,225 

	Operating Exp.
	 $    47,688,417 
	 
	 $   51,193,100 
	 $  50,414,800 
	 
	 $  52,898,500 
	 
	 $   50,548,704 

	Capital Outlay
	 $   195,224,500 
	 
	 $ 239,130,000 
	 $ 273,242,800 
	 
	 $ 269,972,800 
	 
	 $ 244,392,525 

	Trustee/Benefit
	 $      5,741,417 
	 
	 $    6,049,700 
	 $    6,092,400 
	 
	 $    6,748,400 
	 
	 $     6,157,979 

	 
	 $   326,033,333 
	 
	 $ 386,780,200 
	 $ 419,504,800 
	 
	 $ 421,599,400 
	 
	 $ 388,479,433 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	Capital Outlay %
	59.9
	 
	61.8
	65.1
	 
	64.0
	 
	 

	Operating Exp:
	14.6
	 
	13.2
	12.0
	 
	12.5
	 
	 

	Personnel:
	23.7
	 
	23.4
	21.4
	 
	21.8
	 
	 


A review of capital outlays on a percentage basis between FY1996 and FY2004 indicates that capital outlays have increased only slightly.  The data also indicates that those increases have apparently come at some expense to funding for operating expenditures and personnel.  On the surface, it is logical to surmise that with a flat state revenue over five years, the Idaho Transportation Department is stretched to the point that capital outlays are carried, in part, by operations and personnel funding cuts. 

2. Modest and reasonable fuel taxes not taken over the past ten years to keep state and local transportation revenues even with inflation and population growth, and for the state, to continue to meet backlog projects originally identified in the “1995 Transportation Needs Study”, can - and probably will - contribute to a future state transportation revenue deficiency that will not be easy to resolve.  The effect of missed infrastructure investments is unfortunately compounded by rising world-wide energy competition, not the least of which has been recent price increases for petroleum and natural gas.  

3. Federal Highway Trust Fund funding will increase between FY2005-FY2009, but the rate of increase will be less than for the period FY2000-FY2004.  This will result in a net decrease in federal funding to Idaho, at exactly the same time that alternative fuel use and fuel efficient (hybrid) vehicles begin to introduce negative effects into the existing fuel tax structure.  

Even more significantly, Federal Highway Trust Fund money is projected to “zero-out” by FY2009-FY2010 unless the Federal government takes yet undefined action to replenish the fund.  Regardless of the path chosen to keep the Fund solvent, the cost of transportation fuel(s) is going to increase.  And an increase, in the face of rising energy costs, will do nothing but make future State transportation revenue collection efforts more difficult.  

It is also a given that structural products used in transportation construction that have a direct connection to energy related materials, such as asphalt, will have the most long-term value if “banked” through “up-front” construction efforts accomplished early in the next quarter century.  Without an increased fuel tax in the near future, or identification of other appropriate revenue generating resource, Idaho will be poorly positioned at both the State and local level to take front-end advantage of a future defined by rapidly increasing energy related materials costs.

Transportation Costs Projected To FY2035

As a part of this report, H.W Lochner, Inc. has projected an un-inflated accumulated capital cost of approximately $20 billion by FY2035.  The Forum debated the separation of “wants and needs” in such a long-range, project related, estimate.  However the Forum eventually reached a conclusion, uneasy as it may have been, that a separation of “wants” from “needs” would vary over time and that often the separation would be dictated in terms of available funding at the time.  It was generally agreed by the Forum that $20 billion was a reasonable number for discussion purposes.  As part of the early debate, the question arose about forecasting to FY2035 based on past state expenditures.  To the extent that past expenditures would be based in part on inflation effects, personnel costs, and administration costs, in addition to capital costs and construction costs, such a forecast would not relate directly to the $20 billion estimate for un-inflated capital costs through FY2035.  

However, since the full project list identified a $20 billion estimate that will be subject to an unknown amount of “whittling” over time on a “wants and needs” basis, and since the whittling process will, in turn, create “project selection holes” that will be filled by inflation effects associated with projects actually selected, the exercise of forecasting from past expenditures is not unreasonable.  The Expenditure Regression Forecast 2005-2035 data sheet and associated forecast provide such a comparison. 

	EXPENDITURE REGRESSION FORECAST 2005 - 2035

	Fiscal Year
	Actual
	Forecast
	
	Fiscal Year
	Forecast

	 
	1996 - 04
	2005-2035
	
	 
	2005-2035

	1996
	 $   268.1 
	
	
	2016
	$      646.1

	1997
	 $   329.5 
	
	
	2017
	$      664.4

	1998
	 $   313.1 
	
	
	2018
	$      682.7

	1999
	 $   302.8 
	
	
	2019
	$      701.0

	2000
	 $   375.1 
	
	
	2020
	$      719.2

	2001
	 $   367.7 
	
	
	2021
	$      737.5

	2002
	 $   386.8 
	
	
	2022
	$      755.8

	2003
	 $   419.5 
	
	
	2023
	$      774.0

	2004
	 $   421.6 
	
	
	2024
	$      792.3

	2005
	 
	 $     445.2 
	
	2025
	$      810.6

	2006
	 
	 $     463.4 
	
	2026
	$      828.9

	2007
	 
	 $     481.7 
	
	2027
	$      847.1

	2008
	 
	 $     500.0 
	
	2028
	$      865.4

	2009
	 
	 $     518.2 
	
	2029
	$      883.7

	2010
	 
	 $     536.5 
	
	2030
	$      902.0

	2011
	 
	 $     554.8 
	
	2031
	$      920.2

	2012
	 
	 $     573.1 
	
	2032
	$      938.5

	2013
	 
	 $     591.3 
	
	2033
	$      956.8

	2014
	 
	 $     609.6 
	
	2034
	$      975.0

	2015
	 
	 $     627.9 
	 
	2035
	$      993.3

	TOTAL       :
	$    22,296




The regression line for expenditure years FY1996-FY2004 has a good linear relationship that can be used to forecast from FY2005-FY2035, recognizing that such a long-range forecast is more for discussion purposes than for advocating that the resultant total is statistically significant.  The relevant point is that, given the brief discussion above concerning inflation, the FY2035 forecast of $22.3 billion is not out-of-line with the Lochner $20 billion estimate.  It is doubtful that any attempt to forecast Idaho transportation funding requirements to FY2035 will produce a reasonable estimate that will be less than $20 billion, no matter how sophisticated the forecasting technique.
Finally, as discussed previously, a regression line forecast for revenue requirements beyond FY2035 can also be developed using AAVMT/NCCI indexed Idaho fuel tax information through FY2005.  A forecast table is provided to display state revenue requirements through FY2035.  The associated chart displays that revenue line along with the total funding requirements assuming FHWA funding at an average of 85% of State revenues collected and expended.  Between FY1996 and FY2004, Federal funding averaged 86.6 % of State expenditures.  As with the expenditure forecast, the AAVMT/NCCI forecast is not out-of-line with the Lochner projection of approximately $20 billion by FY2035.  Again, the qualifications presented above about the distinction between the Lochner projection and the two regression forecasts apply.  

	AAVMT/NCCI Indexed Fuel Tax Revenue
	
	AAVMT/NCCI Indexed Fuel Tax Revenue Projected

	1986-1996
	
	Projected to 2035

	 
	AAVMT / NCCI 
	$ (M)
	Revenue
	
	 
	AAVMT / NCCI 
	$ (M)
	Revenue

	 
	Indexed ID Fuel
	 Collected
	Raised
	
	 
	Indexed ID Fuel
	Collected
	Raised

	Year
	Tax (cents)
	per cent Tax
	$ (M)
	
	Year
	Tax (cents)
	per cent Tax
	$ (M)

	1986
	16.6
	5.05
	 $              -   
	
	2006
	34.85
	8.98
	 $                      292.75 

	1987
	17.3
	5.32
	92.0
	
	2007
	35.87
	9.23
	 $                      301.33 

	1988
	17.9
	4.41
	78.9
	
	2008
	36.87
	9.50
	 $                      309.68 

	1989
	18.7
	5.41
	101.2
	
	2009
	37.88
	9.66
	 $                      318.20 

	1990
	19.6
	5.54
	108.6
	
	2010
	38.92
	9.88
	 $                      326.91 

	1991
	20.3
	4.87
	98.9
	
	2011
	39.95
	10.09
	 $                      335.59 

	1992
	20.8
	5.9
	122.7
	
	2012
	40.97
	10.21
	 $                      344.13 

	1993
	21.5
	6.4
	137.6
	
	2013
	41.98
	10.38
	 $                      352.62 

	1994
	22.6
	6.76
	152.8
	
	2014
	42.99
	10.57
	 $                      361.12 

	1995
	24.0
	6.81
	163.4
	
	2015
	43.98
	10.79
	 $                      369.45 

	1996
	25.3
	6.26
	 
	
	2016
	44.93
	10.99
	 $                      377.38 

	1997
	26.7
	7.56
	 
	
	2017
	45.83
	11.10
	 $                      384.96 

	1998
	27.5
	7.7
	 
	
	2018
	46.72
	11.32
	 $                      392.44 

	1999
	28.9
	8.13
	 
	
	2019
	47.63
	11.54
	 $                      400.07 

	2000
	29.9
	8.09
	 
	
	2020
	48.55
	11.79
	 $                      407.85 

	2001
	31.0
	7.88
	 
	
	2021
	49.51
	12.04
	 $                      415.91 

	2002
	31.5
	8.06
	 
	
	2022
	50.46
	12.25
	 $                      423.86 

	2003
	32.0
	8.06
	 
	
	2023
	51.45
	12.46
	 $                      432.17 

	2004
	33.6
	8.34
	 
	
	2024
	52.45
	12.65
	 $                      440.60 

	2005
	33.2
	8.40
	 
	
	2025
	53.48
	12.84
	 $                      449.27 

	
	
	
	 $      1,056.1 
	
	2026
	54.49
	13.00
	 $                      457.72 

	
	
	
	
	
	2027
	55.46
	13.19
	 $                      465.86 

	
	
	
	
	
	2028
	56.49
	13.39
	 $                      474.51 

	
	
	
	
	
	2029
	57.40
	13.60
	 $                      482.16 

	
	
	
	
	
	2030
	58.36
	13.80
	 $                      490.18 

	
	
	
	
	
	2031
	59.31
	14.01
	 $                      498.21 

	
	
	
	
	
	2032
	60.26
	14.22
	 $                      506.21 

	
	
	
	
	
	2033
	61.22
	14.43
	 $                      514.21 

	
	
	
	
	
	2034
	62.17
	14.63
	 $                      522.24 

	
	
	
	
	
	2035
	63.13
	14.84
	 $                      530.30 

	
	
	
	
	
	
	
	
	$                 12,377.91
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$530 million





Projected Revenue Required:		$12.3 billion


Federal Match @ 85%:		$ 9.9 billion


           Estimated Total		$22.3 billion





Federal Match @ 70%		$21.1 billion
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