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Dear Mr. Busalacchi:

['am writing to update you on the financial status of the Highway Account of the
Highway Trust Fund (HTF). Over the past year, the balance in the Highway Account has
continued its downward trend, with fuel tax and truck sales tax receipts lower than
expected due to reduced highway travel and truck sales. As a result, the Federal
Highway Administration (FHWA) is projecting that the Highway Account will
experience a cash shortfall later this summer.

A cash shortfall will affect the ability of the FHWA to reimburse State grantees.
However, the shortfall will neither shut down the Federal-aid highway program nor alter
States’ abilities to continue to obligate Federal funds. In fact, the U.S. Department of
Transportation (DOT) is required by law to continue obligating funds during a cash
shortage.

To reduce the impacts of the shortfall as much as possible, FHWA will begin to
implement a series of cash management strategies to equitably address State repayment
requests. Aside from the funds needed to keep the Federal-aid highway program running
and meet certain obligations of other Federal agencies funded through the Highway
Account, available cash will be used to make payments to the States. However, as the
Highway Account balance drops—possibly as soon as early August 2009—it may be
necessary for FHWA to make payments to the States on a weekly or biweekly basis,
rather than daily, which is the current practice for many States. We will provide
guidance to the States beforehand, although the precise date of this modified payment
schedule is not yet known. In the event that the total amount of reimbursement requests
exceeds available cash, each State submitting payment requests will receive an equitable
share of the cash on hand.






