Volunteer as a walking forecaddie
| at the NJCAA Men’s Div. 1 National
Championship May 12th - 15th.
RECEIVE A FREE ROUND OF GOLF
FOR EVERY DAY,YOU WORK!
Call 316-284-6161
www.sandcreekgolf club.com
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Big dip forecast for road fund's cash flow

By Jonathan Shorman
The Topeka Capital-Journal

TOPEKA - The state highway fund — a
popular source of cash to fuel state spending
— will fall to nearly nothing in two years, a
Kansas Department of Transportation
document projects.

A KDOT spreadsheet predicting cash flow up
to fiscal year 2020 for the highway fund
anticipates the fund will have an ending
balance of only $6.9 million in fiscal year
2017. That is drastically lower than in previous
years, when ending balances have typically
exceeded $100 million.

It is also much lower than the about $56
million required minimum ending balance the
fund should have that year, according to the
document.

The cash flow projections are based on a
revenue forecast produced in November that
is now out of date. KDOT is working to update
its projections based on a new forecast issued
earlier this week. The new forecast could
potentially push the projections downward, in
part because less sales tax revenue is now
expected.

But even if the projections show a near zero
or negative ending balance, the department’s
top financial official said, there should be no
practical impact to the agency’s work. Kent
Olson, director of KDOT's Division of Fiscal
and Asset Management, indicated the agency
can issue bonds to ensure a positive ending
balance.

About $775 million in bonds have been issued
so far as part of T-Works, Olson said. An
additional $250 million may potentially be
issued this fall, he said.

The projections are also fluid because
projects can sometimes come in under budget
and the agency sometimes receives more
federal funds than it had anticipated. The
projections also show the fund returning to an
ending balance of $152 million in 2018.

But when KDOT issues bonds, debt service
can’t consume more than 18 percent of the
expected revenue sources, Olson said.
Transfers from the highway fund are
subtracted from the revenue number used to
make the 18 percent determination.

“When the 18 percent was initially discussed,
we did look at comparables in other states for
example and it was developed ... with the

understanding that we would have some
level of transfers but not at the level we do
now,” Olson said.

The Kansas Center for Economic Growth,
which has been critical of the state’s tax
policy, said in a new report to be released
today that Gov. Sam Brownback has
proposed nearly $1.2 billion in transfers
from the highway fund during the current
and next two budget years.

In recent years, transfers from the fund to
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pay for non-transportation measures have
become commonplace, with the highway
fund even referred to as the “Bank of
KDOT"” by some.

An early copy of the report was provided to
The Topeka Capital-Journal. The KDOT
cash flow projections were contained in a
supporting document to the report that was
also provided.

Officials released a new revenue forecast
Monday that will force lawmakers to make
about $200 million in additional
adjustments to next year’s budget on top of
$210 million in tax hikes and other changes
already proposed. But so far, no one has
proposed increasing transfers from the
highway fund over what has already been
put forward.

Annie McKay, director of the Center for
Economic Growth, said the state is
reaching the ceiling of what it can extract
from the fund, given the ratio of debt
service to revenue it must maintain.

“We've run that credit line all the way up,
and there’s no longer an option there,”
McKay said.

The report notes that while expansion projects
announced as part of the state’s 10-year
infrastructure plan known as T-Works are
moving ahead, the state has fallen behind on
maintenance. The state earlier this year
announced delays of $300 million in road
preservation projects.

“And while we’re transferring money out of
transportation at unprecedented levels, we
are turning around and borrowing money to
plug some, but not nearly all, of the potholes
left in our master transportation plan,” the
report reads.

“This shell game is unsustainable and not
without costs — the money we borrow must be
repaid with interest, and the projects we are
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delaying indefinitely will be costlier to address
as maintenance issues go unaddressed year
after year.”

A report released in January by the
national transportation research group
TRIP found that 29 percent of Kansas’
major local- and state-maintained urban
roads and highways have pavements in
poor condition, with an additional 46
percent of the state’s major roads rating in
mediocre or fair condition. Only 25 percent
are rated in good condition.

The January report noted, however, that 95
percent of urban roads and highways in
Kansas rated in poor condition are
maintained by local governments.
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