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REPORT TO CONGRESS ON THE STATUS OF THE
HARBOR MAINTENANCE TRUST FUND
FOR FISCAL YEARS 2005 AND 2006

EXECUTIVE SUMMARY

The Harbor Maintenance Tax (HMT) and Harbor Maintenance Trust Fund (HMTF) were established by
Title XIV of the Water Resources Development Act (WRDA) of 1986 (P.L. 99-662). The HMT is
applied as a 0.125 percent ad valorem fee on the value of commercial cargo loaded or unloaded on
vessels using Federally maintained harbor projects. HMT revenues collected by U.S. Customs and
Border Protection (CBP) are transferred to the HMTF and subsequently transferred to the General
Treasury in accordance with Congressional appropriations. The HMTF is authorized to be used to
recover up to 100 percent of the U.S. Army Corps of Engineers (Corps) eligible Operation and
Maintenance (O&M) expenditures for commercial navigation in harbors and channels, but not fuel taxed
inland waterways, along with 100 percent of the O&M cost of the St. Lawrence Seaway by the St.
Lawrence Seaway Development Corporation (SLSDC), certain costs of the National Oceanic and
Atmospheric Administration (NOAA), and the costs to administer the HMTF. The Federal share for
construction of Dredged Material Disposal Facilities (DMDFs) necessary for Federal harbor and channel
O&M, for operation and maintenance of DMDF’s, including beneficial use, for the mitigation of the
impacts of Federal navigation O&M on nearby shores, and for the dredging of contaminated sediments
in or affecting Federal navigation harbors and channels also are eligible for recovery from the HMTF in
accordance with Section 201 of the Water Resources Development Act of 1996 (P.L. 104-303).

The U.S. Supreme Court’s March 31, 1998, ruling on U.S. Shoe Corp. v. The United States found that
the HMT violated the export clause of the Constitution. As a result of the Supreme Court’s decision, the
U.S. Customs Service halted HMT collections on U.S. exports in Fiscal Year (FY) 1998. Exports
comprised about 30 percent of the HMT collections before this decision was rendered. The U.S. Shoe
decision struck down the HMT as it applied to exports, but the U.S. Government is statutorily required
to continue collecting the HMT from other cargo and passenger categories. Therefore, collection of the
HMT on these other categories continued in FYs 2005 and 2006.

Federally maintained navigation harbors and channels and associated facilities are vital to the
waterborne transportation of American trade goods and essential to U.S. economic competitiveness
within the global marketplace. In 2005, U.S. waterborne commerce totaled 2.527 billion short tons, a
decrease of 0.9 percent from 2004 total tonnage figures. Of this amount, foreign waterborne commerce
(imports and exports) totaled 1.499 billion tons, valued at $1.116 trillion, a decrease of 0.4 percent from
2004 foreign waterborne tonnage and a decrease of 2.7 percent in value. The 2005 value of foreign
waterborne commerce is equivalent to approximately 9 percent of U.S. Gross Domestic Product.
Domestic waterborne commerce in 2005 totaled 1.029 billion tons, a decrease of 1.7 percent from 2004
domestic waterborne tonnage.

The maintenance of navigable harbors and channels is the primary O&M activity for which Corps
expenditures are recovered from the HMTF. In FY 2005 Corps O&M expenditures for harbors and
channels totaled $708.6 million and in FY 2006 they totaled $696.8 million. Included in the harbor
O&M costs are projects financed from the Operation and Maintenance, General, account for mitigation



of shore damage due to Federal navigation projects and O&M dredging of contaminated sediments. The
Federal share of construction of DMDFs necessary for Federal harbor and channel O&M, which has
been recovered from the Construction, General, account since FY 1999, was $7.8 million in FY 2005
and $8.3 million in FY 2006. Total O&M expenditures plus Construction expenditures for the
construction of DMDFs equaled $716.4 million in FY 2005 and $705.1 million in FY 2006.

In FY 2006 HMTF revenues (HMT receipts plus accrued interest) totaled $1,320.9 million, an increase
of $198.3 million (17.7 percent) over FY 2005 revenues (see Table ES-1). In FY 2006 transfers from
the HMTF totaled $798.1 million, an increase of $92.1 million (13 percent) over FY 2005 transfers of
$706 million.

In FY 2006 the ending balance of the HMTF was $3.306 billion, an increase of $523 million (18.8
percent) over the FY 2005 ending balance of $2.783 billion. The ending balance of the HMTF is
projected to increase to approximately $3.947 billion in FY 2007, an increase of $641 million (17.8
percent) versus FY 2006, and to $4.728 billion in FY 2008. Revenues substantially exceeded transfers
in FY 2005 and 2006 as they have for a number of years. With no change in the conditions affecting
revenues or transfers, the balance in the HMTF is projected to grow and continue to be sufficient to meet
future demands.

Table ES-1
Summary of Recent HMTF Operations,
Actual (FY 2003 - 2006) and Projected (FY 2007 - 2008)
(thousands of dollars)

FY 2003 | FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2008
Beginning Balance 1,873,414 | 2,092,077 | 2,366,260 | 2,782,934 | 3,305,746 | 3,947,000
Revenues (HMT & Accrued Interest) 804,518 | 922,383 | 1,122,630 | 1,320,933 | 1,439,000 | 1,580,000
Total Available 2,677,932 | 3,014,460 | 3,488,890 | 4,103,867 | 4,744,746 | 5,526,746
Transfers (Expenditures) 585,855 648,200 705,956 798,121 798,000 799,000
Ending Balance 2,092,077 | 2,366,260 | 2,782,934 | 3,305,746 | 3,946,746 | 4,727,746

Source: FY 2003-2006 figures - Department of the Treasury, Bureau of the Public Debt, Office of Public Debt
Accounting, Division of Federal Investments, Trust Fund Management Branch. FY 2007-2008 figures - Fiscal
Year 2008 Budget, with adjustments to reflect accrued interest rather than interest deposited.



REPORT TO CONGRESS ON THE STATUS OF THE
HARBOR MAINTENANCE TRUST FUND
FOR FISCAL YEARS 2005 AND 2006

I. BACKGROUND

1. Authority.  This report on the status of the Harbor Maintenance Tax (HMT) and Harbor
Maintenance Trust Fund (HMTF) is provided in accordance with Section 330 of the Water Resources
Development Act (WRDA) of 1992 (P.L. 102-580). The report covers the financial condition and
results of operations of the trust fund for Fiscal Years 2005 and 2006 and its expected condition and
operations over the next five years (Fiscal Years 2007-11).

2. History of HMT and HMTF. The HMT and HMTF were established by Title XIV of the Water
Resources Development Act (WRDA) of 1986 (P.L. 99-662). The HMT is applied on an ad valorem
basis on the value of commercial cargo involved in “any port use” of Federally maintained harbor
projects. The term “port use” is defined in Section 1402 of WRDA 1986 [26 USC 4462] as the loading
or unloading of commercial cargo to or from a commercial vessel at a port. “Port” is defined as any
harbor or channel (or component thereof) in the United States which: (a) is not a fuel taxed inland
waterway and (b) is open to public navigation. The list of ports subject to the HMT is defined and
administered by the U.S. Customs and Border Protection (CBP) within the Department of Homeland
Security, which was established on March 1, 2003. Before that date the U.S. Customs Service was
within the Department of the Treasury. The U.S. Customs Service made an administrative decision
before implementation of the HMT to generally exclude shallow draft ports and harbors from the list of
ports where the HMT is applied, unless they are part of deep draft port and harbor complexes. The
“commercial cargo” subject to the fee is defined as any cargo transported on a commercial vessel,
including passengers transported for compensation or hire, but not including bunker fuel, ship’s stores,
sea stores, the legitimate equipment necessary for the operation of a vessel, nor any fish or other aquatic
animal life caught and not previously landed on shore.

3. HMT Rate. Section 1402 of WRDA 1986 [26 USC 4461] originally established an ad valorem rate
of 0.04 percent of the value of the cargo subject to the tax. The revenue generated from this 0.04
percent tax rate was intended to be sufficient to recover not more than 40 percent of eligible U.S. Army
Corps of Engineers (Corps) Operation and Maintenance (O&M) costs assigned to commercial
navigation, and 100 percent of the St. Lawrence Seaway Development Corporation’s (SLSDC) eligible
O&M costs for the St. Lawrence Seaway. However, Section 11214 of the Omnibus Budget
Reconciliation Act of 1990 (P.L. 101-508) subsequently increased the HMT from 0.04 to 0.125 percent,
effective January 1, 1991, in conjunction with an authorized increase in the recovery level of the Corps
O&M expenditures on behalf of commercial navigation up to 100 percent in accordance with Section
316 of WRDA 1990 (P.L. 101-640).

4. Exclusions. WRDA 1986 also set forth a number of exclusions from the above definitions. For the
purposes of the Act, ferries are not considered as commercial vessels; no tax is imposed on cargo
moving to and from Alaska, Hawaii, and other U.S. possessions (except for Alaskan crude oil, which is
subject to the HMT); and the ad valorem tax is not imposed on any cargo associated with vessel
movements to or from and on the fuel taxed inland waterways system. Thus, although there are certain



exceptions, the tax is generally imposed against most imports, foreign trade zone cargo, and passengers
not aboard ferries and about 40 percent of domestic shipments.

5. Eligible Expenditures. Funds collected by CBP pursuant to the Act are transferred to the HMTF
for recovery of eligible expenditures in accordance with Congressional appropriations. Funds are
transferred from the HMTF to the General Treasury for current year expenditures based on estimates
prepared monthly. The Act, as amended, authorizes eligible Corps and SLSDC O&M expenditures to
be recovered from the HMTF, as outlined below.

6. Uses of HMTF. Section 210 of WRDA 1986 specifically authorized appropriations out of the
HMTF for 100 percent of the “eligible operations and maintenance costs of those portions of the St.
Lawrence Seaway operated and maintained by the St. Lawrence Seaway Development Corporation,”
and ““not more than 40 percent” [amended under Section 316 of WRDA 1990 to 100 percent] “of the
eligible operations and maintenance costs assigned to commercial navigation of all harbors and inland
harbors within the United States.”” Section 201 of WRDA 1996 (P.L. 104-303) authorized the HMTF to
be used to recover the Federal share of construction costs for Dredged Material Disposal Facilities
(DMDFs) associated with the O&M of Federal commercial navigation projects, including beneficial
uses, the dredging and disposal of contaminated sediments that are in or affect the maintenance of
Federal channels, the mitigation of O&M impacts from Federal navigation, and the O&M of DMDFs.

7. U.S. Army Corps of Engineers.  The Corps interprets the term *“commercial navigation”
referenced in Section 210 to mean any project authorized by Congress with commercial navigation as an
authorized purpose. Most Federal deep and shallow draft harbor projects are “single-purpose”
commercial navigation projects. All O&M and the Federal share of dredged material disposal area
construction costs for such “single-purpose” navigation projects are subject to recovery from the HMTF.
There are also some projects with a commercial navigation purpose that have other authorized purposes
as well. Such purposes may include flood control, hydropower, recreation, water supply, environment,
and other allied water resources uses. For “multi-purpose” projects, only expenditures on behalf of
commercial navigation and joint-use costs allocated to commercial navigation are subject to recovery
from the trust fund. Expenditures for other specific and joint use purposes, such as hydropower, are not
eligible for HMTF monies.

8. St. Lawrence Seaway Development Corporation. Section 210 of WRDA 1986 authorized funding
100 percent of the O&M expenditures for the St. Lawrence Seaway Development Corporation (SLSDC)
from the HMTF. In prior years, funds were transferred to the Department of Transportation as payments
for SLSDC rents. These rent payments are now included in the total SLSDC transfers and amounted to
$15,706,800 in FY 2005 and $16,121,160 in FY 2006.

9. St. Lawrence Seaway Tolls. Prior to FY 1995 the tolls collected on that portion of the St.
Lawrence Seaway under United States jurisdiction were deposited into the HMTF, but then fully rebated
back to the vessel operating companies paying the tolls in accordance with Section 805 of WRDA 1986.
However, with the passage of Section 339 of the Department of Transportation and Related Agencies
Appropriations Act for Fiscal Year 1995 (P.L. 103-331), the collection of tolls on the U.S. portion of the
Seaway was eliminated, effective October 1, 1994. Approximately $9.55 million in Seaway tolls were
rebated back to the vessel operating companies during FY 1994, the last full year of toll collections on
the U.S. portion of the Seaway. Toll rebates from the HMTF averaged about $9.5 million per year from
FY 1988 - 1994,



10. National Oceanic and Atmospheric Administration. The original legislative proposal for the
Water Resources Development Act of 1990 (P.L. 101-640) included several amendments to the Harbor
Maintenance Trust Fund. These included increasing the ad valorem fee from 0.04 percent to 0.125
percent, increasing the recovery level for the Corps of Engineers from 40 percent to 100 percent,
providing fiunds for the National Oceanic and Atmospheric Administration’s (NOAA) marine
navigation services, and providing for reimbursement of administrative costs. However, Congress did
not pass all of the proposed amendments. Section 316 of the Water Resources Development Act of
1990 authorized the increase in the recovery level for the Corps to 100 percent while the Omnibus
Budget Reconciliation Act of 1990 (P.L. 101-508) increased the ad valorem fee to 0.125 percent,
beginning January 1991. Hence, NOAA never received authorization to recover costs from the Harbor
Maintenance Trust Fund.

11. Department of Homeland Security. During the 103rd Congress legislation was enacted which
allows the CBP, the Corps, and the U.S. Department of Commerce to share a maximum total of $5
million per year for expenses incurred in the administration of the HMT. Under Section 683 of the
North American Free Trade Agreement Implementation Act (P.L. 103-182) [107 Stat. 2057], funds were
to be made available as of the beginning of FY 1995; however, enactment was too late to include monies
in the FY 1995 appropriations. Since FY 1996, $3 million has been transferred annually to the CBP for
administration of the HMT. In addition, $608,000 was made available to the Corps in FY 2005 and
$541,000 in FY 2006 to collect and validate domestic and foreign shipper information required for
auditing HMT collections, tracking O&M expenditures, preparing the annual HMTF report to Congress,
and to coordinate with the CBP on data collection and enforcement issues.

12. Challenges to HMT. On October 25, 1995, the U.S. Court of International Trade (CIT) issued a
summary judgment in the case United States Shoe Corp. v. The United States, 907 F. Supp. 408, finding
the HMT unconstitutional under the export clause of the Constitution. Article I, Section 9, Clause 5
provides that “No Tax or Duty shall be laid on Articles exported from any State.” The CIT also enjoined
the Customs Service from collecting the fee. However, in response to a motion filed by the U. S.
Department of Justice, the CIT agreed to let the Customs Service continue to collect the fee until the
conclusion of any appellate proceedings.

13. Supreme Court Decision. On June 3, 1997, the U.S. Court of Appeals for the Federal Circuit
affirmed the CIT’s ruling in a 4-to-1 decision (114 F. 3d 1564), and on March 31, 1998 that decision
was affirmed by the U.S. Supreme Court, U.S. v. U.S. Shoe Corp., 523 U.S. 360. In its unanimous
decision the Supreme Court confirmed that levying a tax on the value of commercial cargo loaded for
export violated the export clause of the Constitution. The U.S. Shoe decision affects only exports, which
represented approximately 30 percent of HMTF revenues during FY's 1996 and 1997. The export clause
does not, however, prohibit a user fee, provided the fee lacks the attributes of a generally applicable tax
or duty and is, instead, a charge designed as compensation for Government supplied services.

14. Discontinuation of Collections on Exports. As a result of the Supreme Court ruling, the Customs
Service published a notice in the Federal Register advising exporters that they should stop paying the
HMT effective April 25, 1998. The HMT is no longer being collected on exported goods. Under
existing law the CBP continues to collect the HMT on imports, domestic shipments, foreign trade zone
cargo, and passengers.

15. Refunds. HMT collections for exports received during the judgment period totaled $1.08 billion,
according to the CBP, Accounting Services Division. HMT refunds from Department of the Treasury
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Fund 20X1807 “Refund of Monies Erroneously Received and Covered (Indefinite)” are available to
claimants. They must follow CIT procedures requiring the filing of a claim by the claimant and review
and approval by the Court. Refunds issued during FY 2005 totaled $12.9 million, but refunds issued
during FY 2006 fell to $956,000. Amounts collected during the judgment period and still available for
refund, subject to the receipt of a valid claim approved by the Court, totaled $3.0 million as of
September 2006.

16. Other HMT Challenges. In a separate ruling, Carnival Cruise Lines, Inc., v. United States, 929 F.
Supp. 1570 (Ct. Int’l. Trade, 1996), the CIT ruled that the statutory provision exacting revenue from
exports was severable from the remainder of the law, and that the invalidity of this provision would not
apply to traffic other than exports (i.e., import, domestic, and foreign trade zone cargo, and passengers).
Subsequent court decisions have established that the HMT is constitutional as applied to interstate
shipments (Florida Sugar Marketing and Terminal Association v. United States, 40 F. Supp. 2d 479 (Ct.
Int’l. Trade 1999)), cert. denied, 531 U.S. 1191 (2001), imports and domestic unloadings ((Thomson
Multimedia Inc. v. United States, 340 F.3d 1355 (Fed. Cir. 2003), cert. denied, 541 U.S. 1040 (2004)),
and cruise line passengers (Carnival Cruise Lines v. United States, 200 F.3d 1361 (Fed. Cir. 2000)),
regardless of whether or not cruise origination or termination points were HMT-exempt ports (Princess
Cruises v. United States, 201 F.3d 1352 (Fed. Cir. 2000)), cert. denied, 530 U.S. 1274 (2000).
Regarding cruise line passengers, courts have held that the HMT could not be applied retroactively to
layover-only stops prior to 1993, when the Customs Service initially determined that the HMT applied
to such stops (Princess Cruises v. United States, 217 F. Supp. 2d (Ct. Int’l Trade 2002), aff’d 397 F.3d
1358, 1370 (Fed Cir. 2005); Carnival Cruise Lines, Inc. v. United States, 246 F. Supp. 2d 1296 (Ct.
Int’l Trade 2002), aff’d 404 F.3d 1312 (Fed. Cir. 2005)). However, in an unpublished decision in
Nippon Express v. United States, Slip. Op. No 04-136 (Ct. Int’l Trade, Nov. 4, 2004), the CIT held that
for the purposes of the Harmonized Tariff Schedule of the United States (HTSUS), the HMT is an
“internal revenue tax” that qualifies for an exemption for imports of foreign military articles under the
HTSUS, Ch. 98, U.S. Note 3, with the result that the HMT could not be assessed against the duty-free
military equipment in question.

In July 2005, in view of the administrative claims procedures established by the Government to process
HMT refunds, the CIT ordered the dismissal of all HMT actions pending on the CIT docket after
December 1, 2005. United States Shoe Corp. v. United States, Slip Op. No 05-89 (Ct. Int’l Trade, July
27, 2005); see also West Travel, Inc. v. United States, Slip Op. No. 06-57 (Ct. Int’l Trade, April 25,
2006).

17. World Trade Organization (WTO) Consultations on the HMT. In 1992 the European
Community (EC, now European Union) members of the General Agreement on Tariffs and Trade
(GATT) requested a “consultation” on the HMTF surplus through the Office of the U.S. Trade
Representative (USTR). At that time the trust fund’s surplus was about $70 million. After those
consultations occurred the EC did not pursue the matter, and no further formal action was taken under
GATT.

18. First EU Consultations. On February 6, 1998, prior to the U.S. Supreme Court’s U.S. Shoe
decision, the EU requested World Trade Organization (WTQO) consultations with the United States on
the HMT’s impact on EU imports into the United States. The EU claims that the HMT violates Articles
I, 11, 111, VIII, and X of the General Agreement on Tariffs and Trade (1994). The EU estimates that the
HMT costs European exporters $86 million annually. On March 25, 1998 a first round of consultations
took place, with the EU in Geneva, Switzerland, with Canada, Japan, and Norway also participating.
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During these consultations the United States responded to factual questions posed by its trading partners
regarding the HMT and how it is assessed and used, but declined to engage in a discussion of the
international legal merits of the case or to speculate on how a U.S. Supreme Court decision might affect
WTO obligations.

19. Second EU Consultations. On April 8, 1998, after the U.S. Supreme Court decision in U.S. Shoe,
the EU requested a second round of consultations on the HMT. These consultations (which again
included Japan, Canada, and Norway) were held on June 10, 1998. In these and other discussions with
U.S. trading partners, the U.S. Trade Representative made it clear that any changes made to the HMT as
a result of U.S. Shoe will be done to comply with the ruling of the U.S. Supreme Court and to maintain
consistency with WTO obligations.

20. Dispute Settlement Procedure. Under WTO dispute settlement rules the EU could move to
request establishment of a dispute settlement panel to examine its legal claims. The EU indicated that if
satisfactory legislation was not passed by January 1, 2000, it would ask for a panel. No panel had been
requested to date.

21. Procedure to Remedy Violations. If a WTO member nation is found to be in violation of WTO
rules, it may be granted a “reasonable period of time” to correct the violation. Generally a member
nation has a maximum of 15 months within which it must correct the violation or face trade retaliation.
If the violating party fails to take such corrective action by the end of this 15 month period, any party
having invoked the dispute settlement procedure may request authorization to suspend the application of
concessions or other obligations under the WTO agreements with respect to the violating party.

22. Proposed Replacement of the HMT and HMTF.  Subsequent to U.S. Shoe the Clinton
Administration proposed replacing the HMT and HMTF with a Harbor Services User Fee (HSUF) and
Harbor Services Fund (HSF). The proposed Harbor Services User Fee was aimed at satisfying the
Supreme Court test for constitutionality by establishing a close link between the revenues collected and
services provided to project users, while being consistent with the GATT and other U.S. international
obligations. The Clinton Administration’s HSUF/HSF proposal was transmitted to Congress on April
30, 1999, as H.R. 1947. The proposed bill was referred to the House Committee on Transportation and
Infrastructure, Subcommittee on Water Resources and Environment. The subcommittee held a hearing
on the bill on November 3, 1999. No subcommittee action was taken on the bill.






Il. WATERBORNE COMMERCE

23. Total Waterborne Commerce. Federally maintained harbors and channels and associated non-
Federal port and dock facilities are vital to the waterborne transportation of domestic and internationally
traded goods, and are an essential contributor to the economic viability of the United States within the
global marketplace. Total waterborne commerce in the U.S. in calendar year 2005 decreased 23 million
tons (0.9 percent) from 2004 to 2.528 billion short tons (Table 1). Total waterborne commerce in
calendar year 2004 equalled 2.551 billion short tons. The decrease in waterborne commerce tonnage
between 2004 and 2005 was due to a decrease of six million tons in foreign waterborne commerce to
1.499 billion tons and a decrease of 13 million tons in domestic waterborne commerce to 1.029 billion
tons.

24. Foreign Waterborne Commerce. In 2005 foreign waterborne commerce reached 1.499 billion
tons (Table 1). Foreign waterborne commerce was valued at $1.116 trillion, equivalent to
approximately 9 percent of U.S. Gross Domestic Product. Foreign commerce in 2005 was comprised of
1.097 billion tons of imports (73 percent of total foreign tonnage) and 402 million tons of exports (27
percent of total foreign tonnage). Imports were valued at $858.9 billion (77 percent of foreign cargo
value) and exports were valued at $256.6 billion (23 percent of foreign cargo value). Imports rose eight
million tons (0.7 percent) in 2005 versus 2004 tonnage figures. Since the HMT was instituted in 1987,
imports grew from 507.7 million tons to 1.097 billion tons, an increase of 116 percent. The value of
imports increased more rapidly, up 221 percent from $267.8 billion in 1988 to $858.9 billion in 2005.
Since the HMT was instituted in 1987, exports have increased by 8.5 percent, from 383.3 million tons in
1987 to 402 million tons in 2005, their highest level since 1997. The value of exports has increased by
93 percent, from a value of $132.9 billion in 1988 to a value of $256.6 billion in 2005.

25. Domestic Waterborne Commerce. In 2005 domestic waterborne commerce totaled 1.029 billion
tons, a decrease of 1.7 percent from 2004. The 2005 tonnage was 8.3 percent less than the record level
of domestic waterborne commerce of 1.122 billion tons recorded in 1990. Values of domestic
waterborne commerce are not available.

Domestic traffic, excluding internal traffic, defined as cargo moving on the fuel taxed inland and
intracoastal waterways, is generally subject to the HMT and comprises about 40 percent of total
domestic traffic. This portion of domestic traffic declined 22.7 percent from 523.7 million tons in 1988
to 404.9 million tons in 2005 (Table 1). Coastwise traffic, defined as commerce moving between
harbors on the Atlantic, Pacific, or Gulf Coasts beyond the inland and intracoastal waterways, has
declined by one-third between 1987 and 2005, decreasing from 323.5 million tons in 1987 to 213.7
million tons in 2005. Lakewise traffic, defined as cargo moving between U.S. Great Lakes harbors, was
96.2 million tons in 2005, compared to 96.5 million tons in 1987. However, 2005 lakewise tonnage was
7.1 percent lower than the 2004 tonnage figure of 103.5 million tons, and one-quarter below the 1997
tonnage figure of 122.7 million tons. Intraport traffic has risen 10 percent from 82 million tons in 1987
to 90.2 million tons in 2005, and reached a post-1960s peak of 94.6 million tons in 2000. Intra-territory
traffic was 4.9 million tons in 2005, compared to 4.7 million tons in 1987 and a record 7.3 million tons
in 1996. Internal traffic, the largest component of domestic waterborne traffic with a 60 percent share, is
generally not subject to the HMT. During the period from 1987 to 2005, internal traffic increased by
54.2 million tons (9.5 percent) from 569.8 million tons to 624 million tons.



Table 1
U.S. Waterborne Commerce Annual Tonnage by Traffic
and Total Value of Exports and Imports
Calendar Years 1987 — 2005
(Tonnage in millions of short tons; value in millions of dollars)

Domestic
Less Internal
Calendar Exports Imports Traffic
Year Tonnage Value Tonnage Value Tonnage Total Tonnage
1987 383.3 N/A 507.7 N/A 506.6 1,397.6
1988 426.3 132,878 549.9 267,821 523.7 1,499.9
1989 448.4 151,111 589.5 290,189 496.5 1,534.4
1990 441.6 158,377 600.0 299,578 499.7 1,541.3
1991 458.2 172,132 555.4 289,640 478.2 1,491.8
1992 450.8 185,236 586.7 310,324 473.6 15111
1993 411.3 176,609 648.8 335,520 460.9 1,521.0
1994 396.2 189,284 719.5 376,423 480.6 1,596.3
1995 4744 228,195 672.7 391,526 472.7 1,619.8
1996 450.8 238,234 732.6 389,143 478.6 1,662.0
1997 432.3 232,209 788.3 443,605 482.0 1,702.6
1998 404.7 212,743 840.7 451,249 469.1 1,7145
1999 400.0 192,700 860.8 479,800 437.2 1,698.0
2000 415.0 196,826 939.7 540,536 441.4 1,796.1
2001 399.0 196,306 951.8 523,086 422.7 1,7735
2002 384.0 196,100 934.9 568,300 413.0 1,731.9
2003 373.3 202,404 1,004.8 604,165 406.5 1,784.6
2004 415.8 227,308 1,089.1 726,489 420.8 1,925.7
2005 401.8 256,638 1,096.9 858,894 404.9 1,903.6

Source: Tonnage - U.S. Army Corps of Enginneers, Waterborne Commerce Statistics Center, Waterborne
Commerce of the United States, Annual reports. Value - U.S. Department of Commerce, Bureau of the
Census, U.S. Waterborne Exports and General Imports (1987 - 1999); U.S. Department of Transportation,
Maritime Administration, Waterborne Databanks (2000 - 2002); U.S. Army Corps of Engineers,
Waterborne Commerce Statistics Center (2003 - 2005).

Notes: The values associated with domestic waterborne commerce are not available. For the period 2000
to 2005, import and export tonnages include in-transit cargo. The values of import and export cargo do
not include intransit cargo.




26. States and Territories. Forty-four states and territories recorded waterborne commerce in 2005, of
which ten states handled over 100 million tons (Table 2). Texas led all states with 487.1 million tons of
waterborne commerce followed by Louisiana with 456.7 million tons. Nine states and territories
handled 50-99 million tons and thirteen others handled 25-49 million tons. Cargo tonnage assigned to
each state is the summation of shipping (domestic and foreign), receiving (domestic and foreign), and
intrastate traffic.

Table 2
U.S. Waterborne Commerce Tonnage by State and Territory, 2005
(millions of short tons)

Rank State Tons | Rank State Tons | Rank State Tons
1 Texas 487.1 16 Alaska 60.7 31 Hawaii 26.8
2 Louisiana 456.7 17 Virginia 59.2 32 South Carolina 26.5
3 California 216.0 18 Maryland 54.1 33 Connecticut 19.6
4 Florida 133.3 19 Virgin Islands 50.6 34 North Carolina 13.6
5 New Jersey 127.4 20 Tennessee 48.0 35 lowa 12.6
6 Ohio 127.4 21 Wisconsin 44.0 36 Arkansas 12.5
7 Washington 121.8 22 Mississippi 43.6 37 Rhode Island 11.0
8 Illinois 117.1 23 Delaware 41.1 38 New Hampshire 5.3
9 Kentucky 111.8 24 Minnesota 40.3 39 Oklahoma 4.4
10 Pennsylvania 107.7 25 Oregon 36.0 40 Kansas 1.8
11 New York 96.4 26 Georgia 32.5 41 Idaho 1.0
12 West Virginia 79.1 27 Maine 32.4 42 District of Columbia 0.7
13 Alabama 78.0 28 Massachusetts 28.8 43 Pacific Islands 0.3
14 Michigan 74.3 29 Puerto Rico 28.6 44 American Samoa 0.2
15 Indiana 70.6 30 Missouri 28.0

Source: U.S. Army Corps of Engineers, Waterborne Commerce Statistics Center, Waterborne Commerce of the United
States, Calendar Year 2005, Part 5 - National Summaries.
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I11. COLLECTIONS AND REVENUES

27. Collections, Revenues, and Compliance. All commerce subject to the HMT incurs the same 0.125
percent ad valorem tax. Historically, imports have provided the largest share of HMT revenue as they
have led in both the total tonnage and value of cargo subject to the tax especially since the Supreme
Court decision in United States Shoe eliminated the tax on exports (see Table 3). Imports tend to consist
of higher value commodities (e.g., electronics, automobiles, etc.), while U.S. exports and domestic cargo
has generally tended to be lower value bulk cargoes (e.g., grain, coal, chemicals, and petroleum
products). Table 3 shows revenue paid into the HMTF since FY 1987, based on actual collections by
source reported by the CBP.

28. Source of Data. Total HMT collections shown in Table 3 differ slightly from the “official” HMT
deposits in Table 8 (shown in Section V. “Balances”) because the Treasury Income Statement of the
HMTF, like the Budget of the United States, must rely on collection and revenue estimates prepared
weeks or months before the close of the fiscal year. The U.S. Department of the Treasury, Bureau of
Financial Management Services (FMS) reconciles differences between actual fee receipts as reported by
the CBP and its estimates on a monthly basis, as well as at the beginning of each fiscal year. Only the
CBP reports collections revenue by source, as shown in Table 3.

29. Recent Trends. Total HMT collections increased from $869.7 million in FY 2004 to $1,047.9
million in FY 2005, an increase of $178.2 million (17.0 percent) and to $1,206.5 million in FY 2006, an
increase of $158.6 million (15.1 percent versus FY 2005). HMT collections in FY 2006 were the
highest measured since the introduction of the HMT. Collections from every source except for taxes on
exports increased year over year between FY 2005 and 2006.

30. Imports and Exports. The level of revenues collected based on imports reached a new record in
FY 2006, with revenues reaching $953.6 million, an increase of $111.9 million (13.3 percent) between
FY 2005 and FY 2006. Revenues collected based on imports represent approximately 80 percent of
total HMTF revenues collected. The percentage of total revenues represented by imports has increased
to 80 percent in recent years from their historical average of 60 percent, due to the elimination of the
collection of HMT on export cargo in FY 1998. The annual valuation data of foreign waterborne
commerce (displayed in Table 1 in Section Il “Waterborne Commerce”) is useful in interpreting overall
trends in compliance with the HMT based on the ad valorem rate of 0.125 percent of cargo value in
place since 1991. The HMT on imports is collected in conjunction with U.S. customs duties. Because
the mechanism for administering, collecting, and enforcing customs fees is well established and well
enforced, compliance within the import component of the HMT is high. Application of the current ad
valorem rate of 0.125 percent to the Bureau of Census/Maritime Administration (MARAD)/Corps data
on the total annual value of U.S. waterborne imports since 1991 (Table 1) provides a macro estimate of
the potential upper ceiling for import collections. (The CensussMARAD/Corps data also include values
for covered foreign trade zone (FTZ) cargo and exempt cargo and trade at ports in Alaska, Hawaii, and
U.S. possessions not subject to the HMT). Actual HMT import receipts displayed in Table 3 represent
approximately 90 percent of the potential ceiling for import and FTZ collections based on the
Census/MARAD/Corps data, generally confirming a high level of compliance for imports. A
significantly lower level of HMT compliance was realized on export cargo during the years that the
HMT was collected on exports. HMT receipts on exports generally represented less than 75 percent of
the potential ceiling for export collections based on the Census/MARAD/Corps annual valuation data.
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Table 3

Harbor Maintenance Tax Collections by Source,
Fiscal Years 1987 - 2006
(thousands of dollars)

Fiscal Foreign Net Cumulative
Year | Imports | Exports | Trade Zone | Domestic | Passengers | Collections Total
1987 43,249 6,777 677 2,414 120 53,237 53,237
19088 99,793 35,938 3,120 9,170 551 148,572 201,809
1989 105,927 44,618 3,876 8,590 666 163,677 365,486
1990 109,215 45,808 4,020 9,069 559 168,671 534,157
1991 258,321 93,194 9,166 19,518 1,977 382,176 916,333
1992 342,402 | 142,916 16,974 28,451 3,275 534,018 1,450,351
1993 361,678 | 169,141 20,959 31,858 4,748 588,384 2,038,735
1994 391,679 | 168,241 21,895 34,558 4,811 621,184 2,659,919
1995 418,858 | 214,821 14,548 20,241 2,792 671,260 3,331,179
1996 409,708 | 209,217 27,982 26,788 3,179 676,874 4,008,053
1997 438,395 | 209,439 48,444 32,828 3,865 732,971 4,741,024
1998 462,895 94,998 45,319 39,158 2,460 644,830 5,385,854
1999 484,169 -49,552 66,674 48,801 1,213 551,305 5,937,159
2000 558,513 -9,587 76,883 44,502 2,152 672,463 6,609,622
2001 583,198 2,455 86,285 39,365 10,309 721,612 7,331,234
2002 544,746 1,566 69,115 27,786 9,643 652,856 7,984,090
2003 624,436 272 87,343 40,649 5,295 757,995 8,742,085
2004 694,883 2,177 109,341 56,588 6,707 869,696 9,611,781
2005 841,675 18 137,959 59,765 8,445 1,047,862 | 10,659,643
2006 953,592 0 177,022 65,758 10,128 1,206,500 | 11,866,143

Totals | 8,727,332 | 1,382,457 1,027,602 | 645,857 82,895 | 11,866,143

Source: U.S. Department of Homeland Security, Bureau of Customs and Border Protection, Office of

Finance.

Note: HMT collections will differ from deposits into the HMTF due to reporting time and estimation
procedures. Effective January 1, 1991, the HMT increase from 0.04% ad valorem to 0.125%. HMT
collections on exports were halted on April 25, 1998. Negative amounts for exports in FY 1999 and
2000 reflect adjustments. Positive amounts for FYs 2001-2005 are adjustments to export revenues

previously collected and miscoded.
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31. Foreign Trade Zone (FTZ)/Domestic. In accordance with Section 683 of the North American
Free Trade Agreement Implementation Act (P.L. 103-182) (107 Stat. 2057), funds were authorized for
the administration and enforcement of the HMT. However, it was not until FY 1996 that monies were
appropriated for this purpose. Much of the efforts by the CBP focused on addressing the foreign trade
zone and domestic traffic, with the result that FTZ and domestic collections have increased significantly
in recent years. In FY 2006 foreign trade zone collections totalled $177.0 million, an increase of $39
million (28.3 percent) from FY 2005. The FY 2006 FTZ collections were the highest level of
collections ever recorded for this traffic. Domestic collections reached a record $65.8 million in FY
2006, an increase of $6.1 million (10.2 percent) over FY 2005. In the past ten years domestic
collections have risen sharply from $26.8 million to $65.8 million (146 percent) despite an 18 percent
decline in taxable traffic (domestic traffic less internal traffic) from 478.6 million tons in 1996 to 404.9
million tons in 2005.

32. Passengers. HMT collections associated with passenger traffic were $10.1 million in FY 2006.
The significant increase in collections on passengers beginning in FY 2001 (a year over year increase of
470 percent versus FY 2000) was the result of the Federal Circuit Court’s January 5, 2000, decision in
the case of Carnival Cruise Lines and Princess Cruises, Inc. v. the United States that the tax on
passenger transportation is constitutional. The Supreme Court did not take the case; therefore, the
circuit court decision stood, and the CBP began billing cruise lines for back payments.

33. Validation of Domestic Data. In light of the past variations in the level of domestic collections
and concerns expressed by the WTO that the U.S. has not fully collected fees due from domestic
shippers, ensuring full compliance on the domestic side is a priority. In addition to the administration
and enforcement funding provided to the CBP for FY's 1996 - 2006, funding was made available to the
Corps to work with the CBP to improve the collection and analysis of domestic receipts. The funding
was used for development of a system to collect and validate shipper information required by the CBP
for auditing domestic HMT collections. The goal of this effort is to increase the accuracy and
completeness of domestic shipping information in order to improve the ability of the Federal
government to verify the level of compliance.

34. Improved Delineation of Foreign Vessel Movement. The Corps has improved the accuracy of
the delineation of ports where moves are subject to the HMT and the facilities contained in these ports.
With the transfer of the U.S. Foreign Waterborne Transportation Statistics Program from the U.S.
Census to the Corps on October 1, 1998, the Corps’ Waterborne Commerce Statistic Center is now
involved in identification of foreign cargo movements subject to the tax. The Corps is working with the
CBP to improve the geographic accuracy of foreign vessel movements in U.S. ports, and has improved
the computer programs that match the cargo to the vessel moves. As a result, both the domestic and
foreign data are better suited for the CBP to use for verifying compliance.
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IV. EXPENDITURES AND TRANSFERS

35. Expenditures for Corps O&M. Total Corps of Engineers expenditures eligible for recovery
from the Harbor Maintenance Trust Fund in FY 2005 totalled $716.4 million and in FY 2006
totalled $705.1 million (see Table 4). Expenditures for Corps harbor and channel operation and
maintenance expenditures eligible for recovery from the HMTF totaled $708.6 million in FY 2005
and $696.8 million in FY 2006. Eligible Dredged Material Disposal Facility (DMDF) costs derived
from the Construction General account totaled $7.8 million in FY 2005 and $8.3 million in FY 2006.

The total navigation recoverable O&M expenditures in FY 2005 of $708.6 million were due to a
11.9 percent jump in deep draft harbor navigation O&M costs (from $568.2 million in FY 2004 to
$635.7 million in FY 2005) and a decline of 32.4 percent in shallow draft harbor navigation O&M
costs ($72.9 million in FY 2005 versus $107.9 million in FY 2004). In FY 2006, deep draft harbor
navigation O&M costs decreased by 4.2 percent to $609.1 million.

After four consecutive years in excess of $100 million (FY 2001 through FY 2004) expenditures on
shallow draft harbors navigation O&M fell 32.4 percent to $72.9 million in FY 2005. In FY 2006,
shallow draft navigation O&M expenditures increased by 20.3 percent to $87.7 million. Eligible
shallow draft harbor navigation O&M costs in FY 2005 were lower than they might have been
because appropriations language did not allow the HMTF to be used for inland harbor expenditures
in FY 2005 (See below.). Normally recoverable inland harbor navigation O&M costs were $6
million in FY 2005 (Appendix B).

Included in these totals are the O&M of DMDFs, projects financed from the Operation and
Maintenance account for mitigation of shore damage due to Federal navigation projects, and O&M
dredging of contaminated sediments. Mitigation of shore damage projects in the Great Lakes are
funded under the O&M Appropriation in the Corps budget, and their O&M costs have been included
in the harbor costs reimbursed by the HMTF. Their costs totaled less than a thousand dollars in both
FY 2005 and FY 2006.

Legislative language in the annual Energy and Water Development Appropriations conference
reports establishes guidance under which funds are permitted to be withdrawn from the HMTF to
cover the Federal share of O&M costs for harbors and channels. The FY 2005 conference report
language permitted funds to be used for coastal, but not inland harbors. The FY 2006 conference
report language permitted funds to be used for both coastal and inland harbors. Neither conference
report cited use of funds for Great Lakes harbors and channels.

The Great Lakes are generally recognized as the fourth coast of the United States. The HMT is
collected based on cargo handled at Great Lakes ports. Their O&M costs were included among the
U.S. harbors and channels whose O&M costs were generally intended to be defrayed by the HMTF.
In addition, the traffic characteristics of Great Lakes harbors are comparable with coastal harbors,
including:

e the importance of deep draft import and lakewise traffic at Great Lakes ports,

e the similarity of lakewise and coastwise traffic, and
e the significance of deep draft Great Lakes ports among all ports in the U.S.
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Therefore, this HMTF Report construes the conference report language as including Great Lakes harbors

with coastal harbors for funding from the HMTF.

Table 4
U.S. Army Corps of Engineers Expenditures
Eligible for Recovery from the Harbor Maintenance Trust Fund,
Fiscal Years 1987 - 2008
(thousands of dollars)

Eligible DMDF
Deep Draft Shallow Draft Total Operation Costs in
Fiscal Operation and Operation and and Maintenance Construction, Cumulative
Year | Maintenance Costs | Maintenance Costs Costs General Account Total
Dollars | Percent | Dollars | Percent Dollars Dollars Dollars

1987 | 319,607 0.856 53,944 0.144 373,551 0 373,551
1988 | 320,291 0.810 75,173 0.190 395,464 0 395,464
1989 | 330,742 0.832 66,752 0.168 397,494 0 397,494
1990 | 303,185 0.819 66,962 0.181 370,147 0 370,147
1991 | 393,946 0.856 66,502 0.144 460,448 0 460,448
1992 | 378,307 0.866 58,613 0.134 436,920 0 436,920
1993 | 415,667 0.876 59,020 0.124 474,687 0 474,687
1994 | 436,277 0.844 80,609 0.156 516,886 0 516,886
1995 | 418,893 0.871 62,126 0.129 481,019 0 481,019
1996 | 461,722 0.866 71,550 0.134 533,272 0 533,272
1997 | 498,002 0.863 79,118 0.137 577,120 0 577,120
1998 | 570,308 0.905 60,053 0.095 630,361 0 630,361
1999 | 585,375 0.861 94,755 0.139 680,130 3,200 683,330
2000 | 530,227 0.847 95,927 0.153 626,154 5,000 631,154
2001 | 554,184 0.844 102,173 0.156 656,357 13,000 669,357
2002 | 507,330 0.819 111,834 0.181 619,164 26,000 645,164
2003 | 559,969 0.824 119,254 0.176 679,223 5,900 685,123
2004 | 568,234 0.840 107,914 0.160 676,148 5,300 681,448
2005 | 635,733 0.897 72,888 0.103 708,621 7,758 716,379
2006 | 609,122 0.874 87,713 0.126 696,835 8,270 705,105
2007P 745,000 745,000
2008E 730,000 730,000

Source: U.S. Army Corps of Engineers, Navigation Cost Recovery Database System. FY 1997 - 2006 results and
historical record published in USACE, Institute for Water Resources report "Navigation Operation and
Maintenance: Expenditures for Harbors and Waterways." Source of data for DMDF costs was U.S. Army Corps
of Engineers Financial Management System, Status of Obligations and Expenditures Report for Construction,
General, Appropriations. Amount for FY 2007 is preliminary and the amount for FY 2008 is an estimate based
on the Presidents’s Budget.

Note: The figures in the table have been adjusted to exclude expenditures for O&M for Mississippi River and
Tributaries (MR&T) projects in years 1987-2002 and is therefore different from corresponding tables in previous
reports. Annual O&M expenditures may differ from transfers from the HMTF in some years due to reporting

time, post audit adjustments, and estimation procedures.
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36. Maintenance Dredging. About four-fifths of the total harbor and channel O&M costs are
attributed to maintenance dredging. Private industry conducts 80 percent of the maintenance dredging
and comprises 84 percent of the costs for the work. The Corps conducts the remaining 20 percent of the
maintenance dredging for 16 percent of the expenditures (Table 5). The costs for maintenance dredging
by industry and the Corps has increased 132 percent from FY 1987 to FY 2006, while the quantity
dredged in FY 2006 was 16.5 percent less than in FY 1987,

Table 5
Maintenance Dredging Expenditures and Quantity Dredged
Fiscal Years 1987-2006

Maintenance Dredging
Expenditures Quantity Dredged
(millions of dollars) (millions of cubic yards)

Fiscal | Corps of Corps of

Year | Engineers | Industry | Total | Engineers | Industry | Total
1987 66.0 222.3 | 288.3 47.8 167.4 215.2
1988 73.4 2220 | 2954 58.2 154.6 212.8
1989 68.5 249.6 | 318.1 58.7 222.4 281.1
1990 61.8 244.2 | 306.0 35.0 174.7 209.7
1991 99.6 3234 | 423.0 62.4 209.2 271.6
1992 89.2 280.3 | 369.5 52.4 164.0 216.4
1993 75.0 335.2 | 410.2 38.3 197.2 235.5
1994 84.3 3424 | 426.7 52.5 212.2 264.7
1995 88.8 319.4 | 408.2 53.8 163.4 217.2
1996 85.4 339.6 | 425.0 52.5 181.8 234.3
1997 95.9 3985 | 4944 67.8 185.0 252.8
1998 76.6 455.9 | 5325 42.4 168.9 211.3
1999 92.7 487.4 | 580.1 45.8 195.9 241.7
2000 88.5 4525 | 541.0 44.9 181.8 226.7
2001 79.3 477.7 | 557.0 39.9 177.7 217.6
2002 91.9 466.9 | 558.8 39.7 164.9 204.6
2003 88.6 508.6 | 597.2 33.9 157.1 191.0
2004 94.7 5239 | 618.6 34.9 188.2 223.1
2005 96.6 532.3 | 628.9 40.3 172.9 213.2
2006 101.7 568.7 | 670.4 39.0 140.7 179.7

Source: U.S. Army Corps of Engineers, Navigation Data Center.
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37. O&M Expenditures by State and Territory.

incurred expenditures of $20 million or more.

Table 6

Corps harbor navigation O&M expenditures
occurred in 35 states and territories in FY 2005 and in 40 states and territories in FY 2006 (Table 6).
O&M expenditures for harbors in Louisiana far surpassed the amounts in other states, primarily due to
the costs for dredging of the Mississippi River from Baton Rouge to the Gulf of Mexico. There were
twelve states with harbor navigation O&M expenditures exceeding $20 million in FY 2005 and eleven
in FY 2006. An additional eight states in FY 2005 and seven states in FY 2006 had $10-19 million in
harbor navigation O&M costs. Five harbor projects in FY 2005 and four harbor projects in FY 2006

U.S. Army Corps of Engineers Operation and Maintenance Expenditures
Eligible for Recovery from the Harbor Maintenance Trust Fund by State and Territory,
Fiscal Years 2005 and 2006

FY 2005 | FY 2006 FY 2005 | FY 2006
Dollars Dollars Dollars Dollars
Rank State (000) (000) Rank State (000) (000)
1 Louisiana 165,619 144,552 26 | Rhode Island 4,248 1,733
2 Washington 33,693 69,922 27 | Tennessee 0 1,725
3 Oregon 28,506 54,769 28 | Indiana 5,247 1,539
4 Texas 39,714 48,474 29 | Maine 2,922 1,070
5 Alabama 43,420 38,735 30 | District of Columbia 1,063 856
6 California 32,978 38,664 31 | West Virginia 0 806
7 Florida 68,186 37,017 32 | Puerto Rico 482 555
8 Michigan 28,906 30,016 33 | Arkansas 0 341
9 North Carolina 29,456 26,337 34 Hawaii 1,287 262
10 | Maryland 13,613 21,276 35 | New Hampshire 2,255 259
11 | New York 32,123 20,229 36 | Missouri 0 201
12 | Virginia 20,343 18,627 37 | American Samoa 32 46
13 | Mississippi 11,739 18,537 38 | Kentucky 0 43
14 | Alaska 13,518 17,251 39 | North Dakota 0 30
15 | Pennsylvania 21,325 17,030 40 | N. Mariana Islands 116 23
16 Delaware 16,467 14,280 41 Vermont 94 0
17 South Carolina 15,141 13,363 42 ldaho 0 0
18 | Ohio 13,655 10,992 43 | lowa 0 0
19 | Georgia 16,778 9,992 44 | Montana 0 0
20 | Massachusetts 19,387 9,323 45 | Oklahoma 0 0
21 | lllinois 6,507 7,479 46 | Virgin Islands 0 0
22 | Wisconsin 9,506 5,783 47 Guam 0 0
23 Minnesota 4,329 5,282
24 | Connecticut 2,343 5,262
25 | New Jersey 3,816 4,155

Source: U.S. Army Corps of Engineers, Navigation Data Center

Appendices B and C display the Corps harbor navigation O&M expenditures by region and state and
territory and for individual harbor projects in FY 2005 and FY 2006. The costs in Appendices B and C
are displayed in four tables: Tables 1D and 2D presents O&M costs for deep draft harbors (projects with
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channel depths greater than 14 feet) and Tables 1S and 2S displays costs for shallow draft harbors
(depths of 14 feet or less). Navigation recoverable costs include the navigation specific costs, any joint
costs allocated to navigation, and, in the case of single purpose navigation projects, costs not assigned to
any business function (unknown). Joint costs are those costs shared by two or more purposes. Harbor
projects are assigned to the Coastal, Great Lakes, or Inland region if the Corps district in which they are
located is in the Atlantic, Gulf of Mexico, or Pacific coastal region, the Great Lakes, or an inland area.
A few states, such as New York and Louisiana, have harbors in two regions.

38. Miississippi River and Tributaries Harbors. There are five harbor projects connected to the
Lower Mississippi River that are funded in the Mississippi River and Tributaries (MR&T)
appropriations account, whereas all other harbors are funded in the Operation and Maintenance
Appropriations. The MR&T harbors are Helena Harbor, Phillips County, AR; Baton Rouge Harbor
(Devils Swamp), LA; Greenville Harbor, MS; Vicksburg Harbor, MS; and Memphis Harbor (McKeller
Lake), TN. From FY 1987-2005 the navigation expenditures for the five MR&T harbors totaled $35.7
million. After the close of FY 2004 the Corps discovered that enacted annual MR&T appropriations
legislation through FY 2005 had not included language to recover the funds for MR&T harbor costs
from the HMTF. To correct for this error the Corps is coordinating with the Department of the Treasury
to reconcile transfers with adjusted estimates of costs eligible for recovery. Future reports to Congress
on the status of the HMTF will reflect this adjustment.

39. Expenditures for Corps Construction of Dredged Material Disposal Facilities. Section 201 of
the Water Resources Development Act of 1996 (P.L. 104-303) authorized the use of the HMTF for
construction of DMDFs necessary for navigation O&M. In FY 1997 and FY 1998 construction costs for
DMDFs necessary for navigation O&M were recovered from the Operation and Maintenance account
and were included in harbor O&M costs in the annual reports to Congress for those fiscal years.
Beginning in FY 1999 these costs were recovered from the Construction account. The Corps is
reconciling costs incurred for DMDFs necessary for navigation O&M in FY 1999 through FY 2004 with
amounts recovered for those years, and the reconciliations will be reflected in future reports to Congress
for future fiscal years. Corps construction expenditures for DMDFs necessary for navigation O&M
were $7.8 million in FY 2005 and $8.3 million in FY 2006, and they were incurred on three projects in
both years.

40. Transfers. Transfers from the HMTF to the General Treasury for the U.S. Army Corps of
Engineers, the St. Lawrence Seaway Development Corporation, and Customs and Border Protection,
and administration costs increased from $648.2 million in FY 2004 to $706.0 million in FY 2005, and
$798.1 million in FY 2006, an increase of $149.9 million (23.0 percent) over the two year period (Table
7). It should be noted that eligible expenditures by the Corps and amounts transferred by the U.S.
Treasury from the Harbor Maintenance Trust Fund will be different in any given year due to lags in
contract execution, carry over of appropriate funds across fiscal years, emergency supplemental
appropriations, and the recording of transactions by the Treasury. Transfers to the Corps were 97
percent of net transfers in FY 2005 and 98 percent in FY 2006. Corps-related transfers did not equal
eligible Corps O&M and construction expenditures. They were 98.5 percent of the amount eligible in
FY 2005, but were 113.2 percent of the amount eligible in FY 2006. Prior to FY 1999, most transfers
were for costs incurred in prior fiscal years. This was the normal procedure through FY 1996 but
beginning with FY 1997, transfers were based on current year expenses. In Fiscal Year 1999, the
Energy and Water Development Appropriations Act of FY 1999 (P.L. 105-245) did not provide for the
recovery of Corps of Engineers O&M expenditures from the HMTF. However, the Omnibus
Appropriations Act for FY 1999 included $99.7 million for emergency O&M work in response to
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tropical storms and hurricanes, and included language providing for recovery from the HMTF.

Table 7
Harbor Maintenance Trust Fund Transfers,
Fiscal Years 1987 - 2006
(thousands of dollars)

u.sS. St. Lawrence St.
Army Seaway Lawrence Customs

Fiscal Corps of Development Seaway Toll | Department of | and Border | Net

Year | Engineers Corporation Rebates Transportation | Protection | Transfers
1987 35,000 4,000 3,998 0 0 42,998
1988 148,000 9,424 8,895 0 142 166,461
1989 159,026 10,382 10,977 0 167 180,552
1990 159,074 11,397 9,041 0 169 179,681
1991 333,402 9,075 10,298 0 188 352,961
1992 462,229 10,950 9,565 16 184 482,944
1993 446,434 13,584 8,074 160 124 468,107
1994 476,620 10,765 9,547 175 0 497,337
1995 519,196 10,193 1,512 181 0 531,083
1996 482,126 9,539 0 169 3,000 494,834
1997 535,987 10,322 0 193 3,000 549,502
1998 496,900 11,000 0 193 3,000 511,092
1999 281,202 11,260 0 200 3,000 295,662
2000 686,898 11,771 0 200 3,000 701,869
2001 643,601 12,775 0 200 2,793 659,570
2002 639,909 13,105 0 200 3,000 656,214
2003 568,900 13,974 0 0 2,980 585,855
2004 630,944 14,273 0 0 2,982 648,200
2005 687,249 15,707 0 0 3,000 705,956
2006 779,000 16,121 0 0 3,000 798,121

Totals | 9,171,695 229,617 71,906 1,887 33,727 9,509,832

Source: U.S. Department of Treasury, Bureau of Public Debt, Office of Public Debt Accounting, Division of
Federal Investments, Trust Fund Management Branch.
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V. BALANCES

41. History. As discussed in paragraph 3, the current ad valorem tax rate of 0.125 took effect on
January 1, 1991, making FY 1992 the first fiscal year in which the new rate was entirely in effect. Table
8 displays the history of the HMTF revenues, including HMT collections, toll receipts and interest;
transfers to the various federal agencies for their activities and associated administrative expenses; and
ending balances for the period from FY 1988 through FY 2006. HMT revenues have grown from $161
million in FY 1988 to $1,320.9 million in FY 2006. Transfers to federal agencies for activities and
associated administrative expenses have grown from $166 million in FY 1988 to $798 million in FY
2005.

42. Change in Balances. The ending balance of the HMTF was $ 3,305.7 million in FY 2006, an
increase of $939.4 million (39.7 percent) over an FY 2004 ending balance of $ 2,366.3 million. The
Trust Fund ending balance has grown from $9.7 million in FY 1988 to $3,305.7 million in FY 2006.

43. Projections: It is projected that the balance in the HMTF will grow from $ 3,305.7 million at the
end of FY 2006 to $7,947 million at the end of FY 2011 (Table 9). Projections of revenues, transfers,
and balances displayed in Table 9 assume no change in conditions affecting future collections and
transfers.

44. Comparison to Budget Projections. The figures in Table 9 vary from those displayed in the
President’s FY 2008 Budget because the figures in the President’s Budget are based on cash accounting,
whereas Table 9 is based on final (although unaudited) accrual accounting, resulting in different
calculations of interest income. The cash estimates for the President’s Budget were developed in
January 2007. The accrual estimates were prepared in October 2006.

45. Summary. Revenues substantially exceeded transfers in FY 2005 and FY 2006, as they have for a
number of years. With no changes in the conditions affecting revenues or transfers, the balance in the
HMTF is projected to continue to grow and to be sufficient to meet future demands. FY 2006 revenues
exceeded $1,321 million while transfers were $798.1 million, leaving a fiscal year end balance of
$3,305.7 million. Amounts transferred from the HMTF depend upon the amounts appropriated by
Congress for authorized activities, irrespective of the level of funds in the trust fund.

21



(thousands of dollars)

Table 8
Harbor Maintenance Trust Fund Revenues, Transfers and Balances, Fiscal Years 1988 - 2006

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Beginning Balance 15,199| 9,715| 12,312| 30,254| 72,794|120,930| 303,546| 453,730| 624,786| 871,074|1,112,242|1,289,018 (1,608,958 |1,667,643|1,818,8401,873,414 (2,092,077 | 2,366,263 | 2,782,936
Revenues
Harbor Maintenance
Tax Collections 144,001 | 166,000 | 180,493 | 374,420 505,827 | 628,463 | 622,254| 670,532| 698,267| 735534| 621,500| 552,835| 677,589| 721,611| 652,855| 757,994| 869,699|1,047,862|1,206,500
Toll Receipts 10,448 9,806| 8,849| 9,267| 8,733| 8,739| 11,112 173 0 0 0 0 0 0 0 0 0 0 0
Interest 6,528| 7,343| 8,281| 11,814| 16,502| 13,521| 14,195| 31,434| 42,855| 55.136] 66,370| 62,766| 82,965| 89,156| 57,933| 46,524| 52,684| 74,768| 114,433
Total Revenues 160,977 183,149 197,623 | 395,501 | 531,080 | 650,723 | 647,561| 702,139| 741,122| 790,670| 687,870| 615,601| 760,554| 810,767| 710,788| 804,518| 922,383|1,122,630|1,320,933
Total Available 176,176 | 192,864 | 209,935 | 425,755 | 603,874 | 771,653 | 951,107 | 1,155869 1,365,908 |1,661,744|1,800,112 1,904,620 2,369,512 |2,478,410|2,529,628 2,677,932 | 3,014,460 | 3,488,890 | 4,103,867
Transfers
Corps of Engineers 148,000 159,026 | 159,074 | 333,402 | 462,229 | 446,324 | 476,890| 519,196| 482,126| 535,987| 496,900| 281,202| 686,898| 643,601| 639,909| 568,900| 630,944| 687,249| 779,000
St. Lawrence Seaway
Development
Corporation 9,424| 10,382| 11,397| 9,075| 10,950| 13,584| 10,765| 10,193 9,539| 10,322] 11,193| 11460| 11971 12975| 13,305| 13,974| 14,273| 157707| 16,121
St. Lawrence Seaway
Toll Rebates 9,037| 11,144| 9,210 10,484| 9,749 8198| 9,547 1,512 0 0 0 0 0 0 0 0 0 0 0
Department of
Transportation 0 0 0 0 16 0 175 181 169 193 0 0 0 0 0 0 0 0 0
Customs and Border
Protection 0 0 0 0 0 0 0 0 3,000 3,000 3,000 3,000 3,000 2,993 3,000 2,981 2,982 3,000 3,000
Total Transfers 166,461 | 180,552 | 179,681 | 352,961 | 482,944 | 468,107 | 497,377| 531,082| 494,834| 549,502| 511,093| 295,662| 701,869| 659,570| 656,214| 585,855| 648,200| 705,956 798,121
Ending Balance 9,715| 12,312| 30,254| 72,794 120,930 303,546 | 453,730| 624,786| 871,074|1,112,242|1,289,018 1,608,957 |1,667,643|1,818,840|1,873,414 2,092,077 | 2,366,263 | 2,782,936 | 3,305,750

Source: Department of the Treasury, Bureau of the Public Debt, Office of Public Debt, Division of Federal Investments, Trust Fund Management.
Note: Interest represents total interest accrued on interest bearing securities during the fiscal year, including interest from securities that matured in each FY and an estimate of interest
accrued in that FY on longer-term investments (net of interest previously accrued). By comparison, the amounts actually deposited in the HMTF were $53.7 in FY 2005 and $130.4

in FY 2006.
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Table 9

Harbor Maintenance Trust Fund Revenues, Transfers, and Balances,

Actual (Fiscal Years 1988 - 2006) and Projected (Fiscal Years 2007 - 2011)
(thousands of dollars)

Fiscal Beginning Total Ending
Year Balance Revenues Available Transfers Balance
1988 15,199 160,977 176,176 166,461 9,715
1989 9,715 183,149 192,864 180,552 12,312
1990 12,312 197,623 209,935 179,681 30,254
1991 30,254 395,501 425,755 352,960 72,795
1992 72,795 531,062 603,857 482,944 120,913
1993 120,931 650,722 771,653 468,376 303,277
1994 303,277 646,191 949,468 497,106 452,362
1995 452,362 700,891 1,153,253 531,082 621,194
1996 621,194 739,137 1,360,331 494,834 865,497
1997 866,063 789,166 1,655,230 549,502 1,105,728
1998 1,112,241 687,870 1,800,111 511,093 1,289,018
1999 1,289,018 615,601 1,904,619 295,662 1,608,957
2000 1,608,957 760,554 2,369,511 701,869 1,667,642
2001 1,667,642 810,768 2,478,410 659,369 1,818,841
2002 1,818,841 710,789 2,529,630 656,214 1,873,417
2003 1,873,417 804,517 2,677,934 585,855 2,092,079
2004 2,092,079 922,383 3,014,462 648,199 2,366,263
2005 2,366,263 1,320,933 3,488,893 705,956 2,782,936
2006 2,782,936 1,320,933 4,103,869 798,121 3,305,750
2007 3,305,750 1,439,000 4,745,000 798,000 3,947,000
2008 3,947,000 1,580,000 5,527,000 799,000 4,728,000
2009 4,728,000 1,693,000 6,421,000 797,000 5,624,000
2010 5,624,000 1,867,000 7,491,000 787,000 6,704,000
2011 6,704,000 2,020,000 8,724,000 777,000 7,947,000

Note: Actual amounts are from the Department of the Treasury, Bureau of the Public Debt.
Office of Public Debt Accounting, Division of Federal Investments, Trust Management Branch.