
ON THE ROAD
By Norm Bowers, Local Road Engineer
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Federal Funds Exchange Program
 

We got some bad news from KDOT on 
the Federal Funds Exchange Program. 
The bad news is that the exchange rate 

has been reduced from 90 cents on the dollar to 75 
cents. That is a 15 per cent reduction in the money 
counties receive from the Program, and no one at 
the county level is happy. I thought this would be a 
good time to explain and review the Program.

This reduction is the latest fallout from all the 
state highway funds being diverted to other state 
programs. When the Program started in 2010 it 
was very well understood that it was subject to the 
availability of state dollars. Now KDOT projects 
they will have a difficult time finding state dollars 
to match federal dollars, so they looked at all their 
programs. The Federal Funds Exchange Program 
was costing KDOT. The math from the KDOT 
perspective is fairly simple. The Program cost 
is about $30 million per year; purchasing those 
federal dollars at 90 per cent costs KDOT $27 
million which they have to match with $7.5 million 
(20 per cent), so it costs KDOT $34.5 million to 
obtain $30 million in federal funds. A reduction to 
75 percent then makes the Program a break even 
for KDOT.  

The Federal Funds Exchange Program has 
been underway since 2010. The Kansas County 
Highway Association (KCHA) pushed for the 
Federal Fund Exchange Program. When the 
Program was being considered in 2009 KCHA 
was aware of the breakeven math. KCHA wrote 
a letter to KDOT in 2009 requesting the Program 
and suggested 80% as being advantageous to both 
the counties and KDOT. When the Program was 
established in 2010 the rate was set at 90% and 
most counties were elated. We knew we were 
getting a deal, but budget realities have now 
resulted in a breakeven approach. 

The Program allows a county to trade with KDOT 
all or part of the county’s federal fund allocation in 
exchange for state transportation dollars. Kansas 
was the first state to implement this program; 
since 2010 a number of states have implemented a 

similar program. Most of those 
states are using an 80% buy rate. 

In normal federal projects the 
federal funds are kept in Topeka 
and credited to a county project 
that is let through KDOT. The 
project has to meet all state and 
federal requirements for the use 
of federal funds. I think it is 
fair to say that those federal projects were more 
expensive than county let projects and the required 
paperwork was frustrating. With the Program 
a county gets less money, but the rules and 
regulations that apply to the use of federal funds 
do not apply. That reduces the cost of the project 
to more than offset the loss of funds. One 2009 
cost comparison indicated the counties could break 
even with a 65 per cent program. For example, the 
design engineering and construction inspection 
on county funded projects are usually less than on 
federal projects. Right-of-way acquisition is less 
complicated and can be accomplished easier and 
faster. However, the biggest savings to counties 
is in construction costs, as the project can be 
designed to local standards rather than federal 
criteria. For instance, a county may elect to go 
with a steel beam bridge rather than a KDOT 
standard bridge.  

For decades the counties have had many 
complaints about the federal aid road program. 
The complaints generally focused on the costs 
and regulations for projects on low volume roads. 
Federal aid paid 80% of the construction costs, but 
a number of counties claimed they could build a 
bridge with their own funds and cost the county 
less than if they had utilized federal funds. As 
regulations became more numerous and related 
costs grew, even at 80% some counties just 
declined to use federal funds. 

The Federal Funds Exchange Program seemed 
to be a win-win for the counties and KDOT. 
The counties have flexibility to affect some cost 
savings, and KDOT ends up with additional 
federal funds. Even at 75 per cent I believe 
counties can come out ahead utilizing the program. 
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Sure we don’t like the reduction, but it is better 
than going back to the old federal aid projects 
being let out of Topeka.  

There are a few other changes to the Program so 
KDOT has scheduled a number of meetings to 
provide more information on the Program. These 
meetings are your opportunity to get more infor-
mation and ask questions about how the changes 
might affect your county. The following locations 
and times have been scheduled for that purpose. 

Topeka         September 11, 2017    9:00 a.m. 
KDOT District 1 Conference Room
121 SW 21st St

Concordia      September 11, 2017    2:00 p.m. 
Courthouse Basement Conference Room
811 Washington

Hays           September 12, 2017    9:00 a.m. 
KDOT District 3, Area 3 Conference Room               
1181 West Frontier Road

Colby          September 12, 2017    2:00 p.m. 
Colby Firehouse Conference Room
1125 S Country Club Drive

Garden City    September 13, 2017    9:00 a.m. 
KDOT District 6 Conference Room
121 North Campus Drive

Greensburg    September 13, 2017    2:00 p.m. 
Kiowa County Commons Conference Room
320 S. Main St.

Hutchinson    September 14, 2017    9:00 a.m. 
KDOT District 5 Conference Room
500 North Hendricks

Chanute        September 14, 2017    2:30 p.m. 
KDOT District 4 Conference Room (South 
building, South Conference room)
411 West 14th St

I work for the counties and this article may seem 
be supporting KDOT while they reduce funds 
going to the counties. I have heard the reasoning 
from KDOT officials, they have a budget crisis, 
and so I don’t think they had much choice. I would 
rather have a program at 75 per cent than no 
program.  n

If you like roads, and who doesn’t, you may be 
interested in my twice monthly email on current 

road issues and road items of statewide interest. 
If you would like to receive these emails just send 
me an email request with position, and county or 
company at bowers@kansascounties.org.

mailto:bowers@kansascounties.org

