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Purpose: 
 
As requested by the Commission, this memorandum provides a more comprehensive 

overview of the current Highway Trust Fund shortfall and potential insolvency. 
Possible strategies for dealing with delayed, partial or non-existing payments due to a 
shortfall are also presented.  

 
Action Requested: 
 

No action is required; memorandum is for informational purposes only.  
 
Background: 

 
The federal Highway Trust Fund (HTF), funded primarily by the federal gas tax, is the 
primary cash account supporting federal highway and transit programs. This pot of 

funds is the source of state department of transportation (DOT) apportionments from 
the federal government. The HTF operates by providing reimbursements to state DOTs 
upon expending dollars to that state, as opposed to offering up front cash payments. 

In recent years, HTF has lagged in revenue collections and currently, its outlays far 
outpace collections. As it approaches insolvency, payments are delayed and should the 
HTF reach total insolvency, payments to state DOTs will be halted altogether.  

 
Since the HTF cannot run a deficit, Congress has provided short term fixes to this 
problem by periodically transferring federal General Fund dollars to the HTF. This 

amounts to over $52.1 billion since 2008 in order to retain the HTF’s solvency. 
However, given reduced transportation revenue collections, and the existing MAP-21 

4201 East Arkansas, Room 262 

Denver, CO 80222 

 

MEMORANDUM 

 

TO:   Transportation Commission 

FROM:  Scott Richrath, Chief Financial Officer 

Herman Stockinger, Director, Office of Policy and Government Relations 

DATE:   June 18, 2014 

SUBJECT:  Highway Trust Fund Update  

03 FHWA Insolvency and Federal Reauthorization: Page 1 of 12



 

4201 East Arkansas Ave. Room 262 Denver, CO 80222-3400 P: 303.757.9262 F: 303.757.9656 www.colorado.gov 

spending levels which eclipse total revenues, the shortfall is a problem that is 
regularly revisited in Washington.  
 

What is the Current Shortfall Amount?  Currently, our federal-aid appropriations are 
prescribed by the MAP-21 Act which is a 27-month authorization bill, providing 
spending authority through September 30, 2014. This authorization covers two full 

federal fiscal years and the remaining three months of the current federal fiscal year 
(FFY). In this year alone, the HTF will spend $53 billion as authorized under MAP-21. 
However, the HTF is only anticipated to collect $38 billion in revenue, creating a $15 

billion HTF deficit. This summer the HTF is again on pace to deplete its balance. 
Current projections are that the HTF will be insolvent at some point in August 2014. 
 

What Does the Shortfall Mean for State DOTs? If not corrected by Congress before 
insolvency is reached (likely in August), the shortfall means that federal 
reimbursements to state DOTs will be impeded. As a result, two immediate problems 

will arise: 
 

 Beginning in August 2014, there will be delays to state DOTs for federal 

reimbursements for costs that are already incurred; and 
 

 Since current federal commitments far exceed the HTF cash balance, there will 

be a full elimination of the new federal funding commitments. Beginning in 
October 2014 and continuing for the full federal FY 2014-15, the remaining HTF 
revenue collected throughout the year will go to state DOTs for projects that 

have already been committed.  
 
How Can Congress Correct the Shortfall? There are multiple scenarios that may play 

out in the coming weeks to provide more revenue before the HTF hits a zero baseline.  
There are four main options that Congress can consider: 

 

1. Allow the HTF to run dry, resulting in slowdowns and shutoffs in project work; 
2. Enact an increase of the federal gas tax or some other federal revenue 

enhancer; 

3. Enact another transfer from the General Fund to the HTF; or 
4. Enact a much smaller transfer from the General Fund that will provide the HTF 

with enough money so that Congress may revisit the issue following the 

November elections.  
 
Based on recent history, the third or fourth options are the most likely scenario. 

Recently, the House majority leadership posed an option to fund the HTF through 
savings generated largely be eliminating U.S. Postal Service deliveries on Saturdays.  
However, this option does not appear to have traction at this point. No other 

alternatives have been posed at this point by key members. 
 
What This Could Mean For CDOT: Should Congress not take action to correct the 

shortfall, the Transportation Commission and the Department may be faced with 
difficult choices. The following is an overview of how HTF insolvency will affect the 
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annual budget, the federal reimbursement process and overall program and project 
delivery.  
 

Annual Budget: Colorado’s federal highway apportionments are estimated to 
be $517.0 million in FFY 2013 and $522.4 million in FFY 2014. The Commission 
may determine that the FY 2014-15 budget is based on a set of assumptions – 

specifically the collection of several hundred million dollars in federal 
reimbursements – that are invalid, and may wish to consider amending the 
existing fiscal year budget.   

 
Federal Reimbursement: Using general figures over the past five years Federal 
reimbursements have ranged from $600 million to $700 million, including debt 

service on the TRANS BONDS of $140 million, and Construction Engineering and 
Indirect allocations of $100 million. The balance of approximately $400 million 
is project construction and pre-construction costs. Some daily receipts can be 

as high as $40 million or $50 million. 
 
In the event the Department does encounter non-payment, partial payments, 

or delay in payments due to a HTF shortfall, the Department will maintain the 
daily billing schedule and continue to submit a Rapid Approval State Payment 
System (RASPS) invoice to FHWA, until such time as notification from FHWA 

staff to terminate is acknowledged. See Attachment 2. 
 

Program and Project Delivery: CDOT could be facing delays to further 

construction as early at October 1st. In order to continue awarding projects and 
not delay program delivery any further, the Department plans to use Advance 
Construction (AC). AC is a Federal-Aid funding tool that will allow the 

Department to move forward with both large and small projects, even in the 
absence of full Federal-Aid obligation authority. While the current process 
involves using AC to fund and award, without federal obligation in site, the 

Department does face the risk of drawing down its cash balance much quicker 
than anticipated.  

 

Update on the Transportation Commission Contingency Reserve Fund (TCCRF): 
 
Last month, the Department provided the Commission with a reconciliation of the 

Contingency Reserve Fund. Based on the Commission’s feedback, the reconciliation 
has been updated to include an estimate for exposure related to railroad owned land. 
In addition, the annual contingency reserve has been added to the current 

reconciliation for review and discussion. 
 
Summary of Discussion: 

 
While the Highway Trust Fund is on track to go insolvent at some point in August, the 
exact date is unknown. If Congress does not take action to backfill the HTF for the 

next fiscal year that starts at the beginning of October, then the Department will have 
to rely on its cash balance to replace those missing federal dollars to fund projects 
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that are already underway. At this point new projects will be put on hold. If several 
months into FY 2015 there is still no foreseeable solution from Congress, then staff will 
have to begin to consider further project cutbacks.  

 
Staff Recommendation: 

 
With recent improvements in the economy, we would expect that Congress will find a 

way to continue transportation spending. At this point, staff has no recommended 
action but rather suggests that any actions would be best held until July when a more 
complete picture of Congress’s intentions is available. Staff including the Executive 

Director has used September 30, 2014, the expiration of federal authorization, as a 
date after which the Department could postpone advertising of construction projects 
and await clarity of the federal revenue and reimbursement outlook. 

 
If you have any questions, please feel free to contact me by phone at (303) 757-9793 
or by email at scott.richrath@state.co.us. 

 
Attachement 1: Highway Trust Fund Ticker 
Attachement 2: Federal Receipts and Project Expenditures 

Attachement 3: Number of Projects Awarded/Total Dollars Awarded 
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Attachement 1: Highway Trust Fund Ticker 

 

Based on current spending and revenue trends, the U.S. Department of Transportation 
estimates that the Highway Account of the Highway Trust Fund will encounter a shortfall 
before the end of fiscal year (FY) 2014. 

Highway Account 

 

 
 The Highway Account began FY 2014 with approximately $1.6 billion in cash 

 
 A $9.7 billion transfer from the General Fund to the Highway Account was processed 

shortly after the start of the fiscal year ($10.4 billion authorized in MAP-21, reduced 
by sequestration) 

 
 The cash balance has dropped by nearly $3.2 billion since the General Fund transfer 

occurred.  As of April 25, 2014, the Highway Account cash balance was $8.7 billion 
 

 http://www.dot.gov/highway-trust-fund-ticker 
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Attachment 2: Federal Receipts and Amount of Expenditures 
 
 

The graph below represents actual federal receipts and the related cash outlay 
expenditures for a three month period October through December by fiscal year 2009 
trough 2015   Fiscal year 2015 (October through December 2014), is a projection of the 

average of the last five years with a 10% increase.  Excluded from the totals are debt 
service payments which are normally collected on December of each year.   
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Attachment 3: Number of Projects Awarded/ Total Dollars Awarded 
 
 
The graph below represents number of projects and total dollars awarded for a three month 
period October through December by fiscal year 2009 through 2015   Fiscal year 2015 (October 
through December 2014), data is a projection of the average of the last five years with a 10% 
increase. 
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FHWA Insolvency Update 

• Highway Account Details  

• Highway Trust Fund Ticker 

• What This Could Mean For CDOT 

• Insolvency Summary 

• TC Contingency Review 
 
 

1

Ticker

n For CDOT

ew

Highway  Account Details 

 
• The Highway Account began FFY 2014 with 

approximately $1.6 billion in cash. 
 

• A $9.7 billion transfer from the General Fund to the 
Highway Account was processed shortly after the start 
of the fiscal year ($10.4 billion authorized in MAP-21, 
reduced by sequestration). 

 
• The cash balance has dropped by nearly $3.2 billion 

since the General Fund transfer occurred.  As of April 
25, 2014, the Highway Account cash balance was $8.7 
billion. 

• Based on current spending and revenue trends, the U.S. Department of 
Transportation estimates that the Highway Trust Fund (Highway Account) will 
encounter a shortfall of approximately $15 billion before the end of federal 
fiscal year (FFY) 2014. 
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Highway Trust Fund Ticker 
(Highway Account) 

http://www.dot.gov/highway-trust-fund-ticker 

What This Could Mean for CDOT 

Should Congress not take action to correct the shortfall, the Transportation 
Commission (TC) and the Department may be faced with making difficult choices 
that affect the following areas: 
 
• Annual Budget: The FY 2014-15 budget is based on the assumption of several 

hundreds million dollars in federal reimbursement money. If the HTF goes 
insolvent, the TC may consider the budget invalid and consider amending the 
existing fiscal year budget. 
 

• Federal Reimbursement: CDOT could encounter non-payment, partial payments 
or a delay in payment. Daily receipts currently range from $40 to $50 million. 
 

• Program and Project Delivery: CDOT could be facing delays to further 
construction as early at October 1st. Advance Construction (AC) will be used to 
continue awarding projects and reduce delays to program delivery. Without 
federal obligation, cash balance may be drawn down much quicker than 
expected. 
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Insolvency Summary  

 
 

• The Highway Trust Fund (HTF) will go insolvent at some point in August, but 
the exact date is unknown. 
 

• If Congress does not backfill the fund with enough dollars for the next federal 
fiscal year, beginning October 1st, CDOT will have to draw on its cash balance 
to replace federal dollars and fund projects already underway. 
 

• If there is no fix from Congress several months into FY 2015, CDOT will have to 
begin looking at project cutbacks. 
 

• At this time, it is expected that Congress will find a way to continue 
transportation spending. 

Given the uncertainty of the situation, the Department 
recommends that any action would be best held until July, when a 
more complete picture of Congress’s intentions is available  

Contingency Balance Reconciliation 
May FY 2014 TC Contingency Balance $70,704,453 

Emergency Relief/Permanent Recovery 
Low Estimate High Estimate 

($45,000,000)  ($61,000,000) 

Annual Budget Allocation $20,808,475  

Railroad Exposure ($10,000,000) 

Pending June Supplement Item ($350,000) 

Federal Reimbursement of US550; Return of 
Transit & HPTE loans; and Other Impacts $0 (Reconciliation Report in July) 

Baptist Road Liability 
Low Estimate High Estimate 

$0 ($5,000,000) 

FY 15 Contingency Estimate 
Low Balance High Balance 

$15,162,928 $36,162,928 

Contingency Target Balance $25,000,000 

Highway Trust Fund Insolvency  
FY15 Cash (Outflow) Estimate ($900,000,000) 03 FHWA Insolvency and Federal Reauthorization: Page 10 of 12
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DATE: June 9, 2014 
TO: Transportation Commission 
FROM: Kurt Morrison, Office of Policy & Government Relations 
RE:  MAP-21 Reauthorization – Principles 
 
 
Action Needed 
 

No action needed at this time.  Item is for discussion and questions.  Potential action may occur in 
July at the Commission’s direction. 
 
 
MAP-21 Reauthorization 
 
 The current federal transportation bill – Moving Ahead for Progress in the 21st Century Act (MAP-
21) – is set to expire on September 30, 2014.  This summer, Congress begins the process of crafting new 
legislation to replace MAP-21 and reauthorize federal transportation programs for future years.  The 
Colorado congressional delegation, on this and past transportation bills, asked that the state provide a priority 
list of legislative points of most importance to Colorado.  In response, CDOT will provide to the delegation a 
list of requested priorities for consideration for the new transportation bill.  This memorandum summarizes 
those policy priorities.   
 

The Office of Policy & Government Relations solicited reauthorization needs and requests both 
internally and from our stakeholder partners in the state, including CASTA, RTD, CCA, ACEC, MOVE 
Colorado, Bicycle Colorado, Colorado Railroad Passenger Association, MPOs, CML, CCI, and motor carrier 
and freight industry groups.  Furthermore, OPGR has been an active participant in the AASHTO 
Reauthorization Steering Committee.  Table 1 summarizes priories recommended for approval and 
communication to Congress.  
 
 
PRIIA Reauthorization 
 
 There is also the possibility that Congress reauthorizes the Passenger Rail Investment and 
Improvement Act of 2008 (PRIIA).  This bill sets national rail priorities, and, specifically, authorizes funding 
for the National Passenger Railroad Corporation, also referred to as Amtrak.  Priorities for the PRIIA are 
summarized in Table 2. 
 
 
 
 
 

4201 East Arkansas Avenue, Room 275 
Denver, CO 80222-3406 
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Table 1 
Recommendations for MAP-21 Reauthorization  

Colorado Policy Priorities 
Principle Justification/Description 

General Policy Principles 
Provide a long-term reauthorization Allows for state DOTs to provide greater responsiveness in implementing the law and more 

continuity for staff to become educated on and in implementing MAP-21 programs 
Ensure continuity of programs  Continues the existing MAP-21 programs in a substantially similar, or identical, role; thereby 

providing adequate time to continue work already underway to implement MAP-21 
requirements and measures 

Title: Federal-aid Highways 
Continue federal highway and transit 
spending at current levels at minimum, 
and retain existing program formula shares 

Ensures continuity of state DOT projects and guarantees that, at minimum, existing funds 
will remain flat 

Examine new revenue options (i.e. vehicle 
miles traveled, sales tax, etc.) and prevent 
language curbing or prohibiting such 
studies 

Encourages (or does not prohibit) states and the federal government to investigate future 
revenue sources as the gas tax continues to decline as a revenue source for transportation 
infrastructure projects and maintenance 

Allowing private development in federal 
aid highway right-of-ways/utilizing 
Performance-based P3s for rest areas 

Permits state DOTs to tap a new source of revenue by leasing highway right-of-way to allow 
motorist service businesses and other private enterprises to locate at closer proximity to 
public roadways 

Provide increased alternative funding 
options (i.e. TIFIA) and additional 
flexibility for Performance-based P3 
opportunities, including tolling 

Authorizes state DOTs to tap new or expanded sources of financing, thereby accelerating 
more projects 

Continue current prohibition on earmarks Allows for states to have greater flexibility in the use of federal funds and ensures more 
reliable funding for the states 

Maintaining MPO classification for 
smaller MPOs under 200,000 in 
population 

During consideration of MAP-21, the  House version sought to eliminate MPOs under 
500,000 in population, this would have eliminated over half of all MPOs nationwide 
including Grand Valley and Pueblo 

Non-motorized safety performance goals Establishes a new performance goal requiring state DOTs to track both motorized and non-
motorized fatalities and serious injuries (current law does not differentiate between 
motorized and non-motorized data recorded) 

Title: Public Transportation/Transit 
Maintain New Starts program and provide 
robust funding 

Protects the New Starts program, since, as a General Fund program, it may be targeted for 
savings; the program is essential for successful implementation of the RTD Eagle project 
and future FasTracks projects, as well as other agencies’ projects around the state 

Change New Starts program definition of 
“BRT” and revert to original SAFETEA-
LU definition 

Allows transit agencies in Colorado to compete for New Starts funds, makes a broader set of 
potential future BRT corridors within the Denver region potentially eligible for New Starts 
funding 

Restore capital funding for transit to pre-
MAP-21 levels.   

Before MAP-21, the state's small urban and rural agencies lost about $8 million to $9 million 
per year.  The old program was discretionary and Colorado did well.  MAP 21 eliminated the 
$980 million competitive Bus and Bus Facilities program moving $423 million to a formula 
Bus program (Section 5339) and $557 million to a Rail State of Good Repair program 
(Section 5337).  The net loss to bus capital funding under MAP 21 was $557M or 57 percent 

 
Table 2 

Recommendations for PRIIA Reauthorization  
Colorado Policy Priorities 

Principle Justification/Description 
General Policy Principles 
Retain existing Amtrak service routes Prevents Amtrak service erosion or elimination of lines such as the Southwest Chief or 

California Zephyr, both of which provide Colorado service 
 
 
If you have questions or require additional information, please contact Kurt Morrison at (303) 757-

9703 or kurtis.morrison@state.co.us. 
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