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Presentation Outline

•
 

To discuss the findings of the AASHTO Bottom 
 Line report

•
 

To provide legislative recommendations for 
 funding the next authorization bill

•
 

To examine various funding options available

•
 

To demonstrate the new AASHTO Center for 
 Excellence in Project Finance website

•
 

To answer questions about these topics
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Funding v. Financing
Funding
•

 
Different revenue sources generated at the Federal, 

 state and local levels

 
used for transportation investment 

 needs
•

 
Includes taxes, fees, user charges, and capturing 

 enhanced property values. 

Financing
•

 
Different financial tools that are used to leverage 

 transportation funding to turn them into viable 

 programs and projects
•

 
Allows transportation agencies to raise the high up‐front 

 costs needed to build projects and expedite the 

 implementation of needed transportation improvements
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AASHTO Bottom Line Report

•
 

Trends
o

 

VMT increase
•

 
2.4 trillion miles in 1993

•

 
3+ trillion miles in 2007

•

 
2.9 trillion miles currently

o

 

Population increase
•

 
305 million in 2005

•

 
420+ million 2050

o

 

Truck freight expected to increase by 100% by 
 2030
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AASHTO Bottom Line Report
•

 
Highway Investment Requirements
o

 

Passenger vehicle demand parallels population growth (1% per 

 year)

o

 

Truck freight demand parallels economic growth (2 to 3% per 

 year)

o

 

Growth in VMT will at least equal population growth

•

 
Current spending is $78 billion

Growth Rate of VMT Per 

 Year
Cost to Improve Highways

(2006 Dollars)

1.4 percent $166 billion

1.0 percent $132 billion





Source:  Federal Highway Administration
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A Restructured
 Transportation Program
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AASHTO Legislative Recommendations

•
 
Maintain the current federal and state shares

 for highway and transit capital programs
•

 
We need to restore purchasing power

 
by 

 making sure the impact of inflation on 
 commodities and construction costs must be 

 addressed in setting investment levels 
•

 
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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AASHTO Legislative Recommendations

•

 
Strong accountability measures

 
must accompany 

 substantially increased funding to ensure resources 

 are spent as efficiently and effectively as possible
•

 
Adopt a long‐range approach to funding the surface 

 transportation system that gradually moves away 

 from dependence on the current motor fuels tax to a 

 distance‐based direct user fee

 
such as a fee on 

 vehicle miles traveled
•

 
Assure that any climate change

 
legislation that 

 creates a new revenue source, either through a 

 carbon tax or cap‐and‐trade, provides substantial 

 funding for transportation
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Funding Options
•

 
Financing Commission’s evaluation criteria
o

 

Revenue stream considerations
o

 

Implementation and administration
o

 

Economic efficiency and impact
o

 

Equity considerations

•
 

Funding vehicle categories
o

 

Existing sources
o

 

New vehicle‐related taxes and fees
o

 

New fuel‐related taxes
o

 

Broad‐based taxes
o

 

Freight‐related sources
o

 

Tolling and pricing mechanisms



Annual Average Annual Total
Illustrative Revenues Revenues Revenues

Funding Mechanisms Rate 2010 2010-2015 2010-2015
Annual Highway Miles Traveled Fee (Cars Only) 17,298$  1.0¢ 17,298$     17,616$                105,696$             

Annual Highway Miles Traveled Fee (All light duty vehicles) 27,610$  1.0¢ 27,610$     28,682$                172,094$             
Annual Highway User Vehicle Fee $1.00 Fee = 263$       $1.00 263$          275$                     1,652$                 

Carbon Tax or Cap And Trade Auction Proceeds 553$       30.0¢ 16,594$     17,250$                103,501$             

Container Tax 57$         $20.00 1,137$       1,336$                  8,013$                 
Diesel Tax Increase Plus Indexing 1¢/gal = 411$       13.0¢ 5,337$       5,976$                  35,856$               

Existing Highway Trust Fund Sources 40,566$     42,569$                255,413$             

Gas Tax Increase Plus Indexing 1¢/gal = 1,380$    10.0¢ 13,796$     15,082$                90,489$               

General Fund Support for Intercity Passenger Rail 3,000$       3,000$                  18,000$               

General Fund Transfers for Transit 3,167$       3,167$                  19,000$               

Index Existing Highway Trust Fund Sources Beginning in 2010 791$          3,032$                  18,192$               

Index Heavy Vehicle Use Tax Retroactively to 1997 411$          536$                     3,217$                 

Interest on Highway Trust Fund Balances 200$          200$                     1,200$                 

Motor Fuel Tax Exemption Reimbursement (Retroactive and Future) 1,057$       1,099$                  6,593$                 

Sales Tax on Motor Fuels 1.0% of Sales = 6,136$    2.5% 15,340$     15,658$                93,949$               

Share of US Customs Revenues 1% of Receipts = 314$       5.0% 1,570$       1,817$                  10,904$               

Tax Credit Bonds for Highways and Transit 8,333$       8,333$                  50,000$               

Tax Credit Bonds for Intercity Passenger Rail 4,167$       4,167$                  25,000$               

Ton Freight Charge -- All Modes 1¢/ton = 162$       10.0¢ 1,617$       1,801$                  10,804$               

Ton Freight Charge -- Truck Only 1¢/ton = 111$       10.0¢ 1,115$       1,242$                  7,452$                 

Ton-Mile Freight Charge -- All Modes 1¢/ton-mile = 42,763$  0.1¢ 4,276$       4,763$                  28,579$               

Ton-Mile Freight Charge -- Truck Only 1¢/ton-mile = 12,516$  0.1¢ 1,252$       1,394$                  8,365$                 

US Freight Bill -- All Modes 1% of Sales = 7,708$    1.0% 7,708$       8,585$                  51,513$               

US Freight Bill -- Truck Only 1% of Sales = 6,497$    1.0% 6,497$       7,237$                  43,420$               

Vehicle Sales Tax on New Passenger Cars/Light-duty Trucks 1% of Sales = 4,853$    2.0% 9,707$       10,812$                64,870$               

Vehicle Sales Tax on New/Used Passenger Cars/Light-duty Trucks 1% of Sales = 9,012$    2.0% 18,024$     20,077$                120,461$             

Total Revenues 210,831$   225,705$              1,354,232$          

 1¢/gal or equiv =

 $1 per TEU = 

Surface Transportation Funding Options Matrix (all revenue estimates in $millions)

Mechanism Yield
(2010)

 1¢/VMT = 

 1¢/VMT = 
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Next Steps

•
 

Given the huge amount of needs, all funding 
 options must be considered

•
 

Similarly, funding stream should be diversified to 
 minimize volatility

•
 

A judicious mix of politically feasible funding 
 options are necessary

•
 

Continue to examine VMT fee
o

 

Oregon DOT
o

 

University of Iowa
o

 

NCHRP 20‐24(69): Near‐Term‐Implementable

 Mechanisms for Collecting Road Use Charges Based on 

 Vehicle‐Miles Traveled
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Next Steps
•

 
AASHTO Board of Directors
o

 

Congress should set a timetable to complete 
 development of a new system as soon as it is 
 practical

o

 

Fund research and development efforts to identify 
 options for system design and technology

o

 

Fund a proof of concept tests of a VMT‐based 
 funding approach at $50 million per year for 

 2010 through 2012 with a report to Congress by 
 2013

•
 

New Resource
o

 

AASHTO Center for Excellence in Project Finance
o

 

http://www.transportation‐finance.org

http://www.transportation-finance.org/
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Thank You

Joung H. Lee
Senior Analyst for Transportation Finance and Business Development

AASHTO ‐

 

American Association of State Highway and Transportation Officials
444 North Capitol Street NW, Suite 249

Washington, DC 20001
Phone: (202) 624‐5818
Fax: (202) 624‐5469

Email: jlee@aashto.org
Web: www.transportation.org

mailto:jlee@aashto.org
http://www.transportation.org/
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