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Record Type: Record

To:

cc:
Subject: Today's Raines, Stein, Slater, Lew Meeting on ISTEA

Here's a quick read out of the meeting, which | attended in Gene's place:

Slater asked for meeting because he's doing a 6-state tour next week, and wants to know what
message he should be sending. (Also, he'll be doing a speech at Nat'l Press Club the week after.)

Raines summarized the problems in ISTEA as four: 1) it's too big, relative to BBA; 2) as a result, it
crowds out other priority investments -- either directly, or by using offsets needed for other things;
3) $9B in House demo's; and 4} the off-budget provision. Although we haven't said much about
#3 and #4, where we want to go w. ISTEA is: smaller, less crowding out, fewer dem’s, and
on-budget. That said, there's no agreement internally on how to get there, and Frank can't really
predict where we'll come out.

Raines and Stein suggested that Rodney talk about the importance of transportation investment --
and our good record -- but make clear it can't crowd out other important investments. (Rodney
emphasized that non-highway transportation investments are the hardest hit in the Senate budget
resolution -- that's half of what domenici uses to pay for ISTEA; he can obviously say that very
effectively with a lot of audiences.) Rodney wanted guidance on what to say about the timing of
the bill. We agreed that he should say: 1) We think we can get a good bill by May 1. 2) But if
Congress can't get a good bill by May 1, they should slow down a bit in order to do it right.

In sum, Rodney's message should be: 1) it's too big; 2) it crowds out other investments; 3) we
need a good bill by May 1; and 4) we need to maintain the good policies that are now in both bills
-- DBE, WTW transportation services, environmental funding, etc.

The rest of the meeting was a discussion of strategy. Stein thinks that if we do some additional
analysis and see how things play out, the right answer in terms of strategy will make itself
apparent. He thinks we need 3 pieces of analysis: 1) crowding out effects of ISTEA -- both
aggregate and compelling examples; 2) demonstration projects -- again, both aggregate and
compelling examples; and 3) the best response to the Shuster, et al argument that we just want to
spend what's rightfully ours -- namely, everything in the HTF. OMB is doing 1); DOT is doing 2);
i'm going to take a crack at 3), by summarizing relevant info from the House Budget committee and
possibly a GAO report on non-HTF spending on highways.

Larry thinks press coverage of the demo's has been brutal -- ABC even linked it to Shuster's need
to deal with his legal problems. {He stressed that we should not be the source of any information
on pork/demos; he thinks that story can tell itself.) Plus, he met w. Sen. Warner, who said he was
embarrassed by the House bill -- the pork, the off-budget and the sheer size. He's mortified by the
prospect of a Democratic president vetoing a GOP bill b/c of pork and excessive spending. Larry
thinks the environment is there for things to turn around somewhat -- mostly likely, a jettisoning of
the demo's. But he and others think it will be hard to get Congress to scale back the size of the bill



much beyond that b/c increasing the pie was the way they solved the fractious formula fights.

Larry may also be underestimating the difficulty of getting rid of demos. He said he thought the
House porkfest had embarrassed the Senate so much that it wouldn't add its own demos. But DOT
officials {Steve Palmer and Jack Basso) tended to disagree; they said the Senate will likely get rid of
some of the House's pork to make room for its own.

Larry and Frank agreed that they would jointly call Chafee, Warner and Baucus on Monday to try to
slow them down a bit in terms of the conference. Slater said he would also try to use DOT's role
in providing technical assistance -- e.g., in resolving the House-Senate formula differences -- to
slow things down. We want to slow things down without being seen as doing so.
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Other NDD Cuts to Support House BESTEA and Presidential Initiatives

Funding Surface Transportation Programs at the House BESTEA level and
Presidential initiatives would result in a 2.0 percent outlay reduction in FY 1999 to
"all other NDD programs.” Assuming an average spendout rate for these other
programs, this would require a 3.9 percent budget authority reduction. On average
over the next five years, outlays for all other NDD programs would be cut by 5.5
percent. Budget authority would be cut by 6.7 percent on average over the next

five years.

PROGRAMMATIC IMPLICATIONS:

Agriculture:

Commerce:

Undermines food safety. A reduction of this magnitude could mean
the layoff or RIF of an estimated 250 meat and poultry inspectors,
which would result in the slowdown of production, or even rotating
shut-downs, in some meat and poultry slaughter and processing
plants. Such a reduction could also deny vital investments proposed
for the President's Food Safety Initiative and mean a delay of USDA's
modernization of the Federal meat and poultry inspection system, as
well as reduced funding for mandatory improvements in state
inspection systems, including upgraded state lab testing for
pathogens.

Decreases WIC participation rates. The President proposed a monthly
participation level of 7.5 million in FY 1999 and in the outyears. A
2.0 percent reduction in outlays in FY 1999 and larger reductions in
the outyears would reduce WIC participation by 100,000 to 7.4
million in FY 1999, by 300,000 to 7.2 million in FY 2000, by 400,000
to 7.1 million in FY 2001, and by 600,000 to 6.9 million in fiscal
years 2002 and 2003.

Funding restrictions at this period in the decennial cycle would
seriously threaten the accuracy of the final decennial census. The
Administration has requested $849 million for final decennial census
preparations in 1999, an increase of $459 million over the 1998
enacted level. This level of funding provides essential funding to
continue key preparatory activities -- such as finalizing the master
address file, expanding the field infrastructure, and producing the
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questionnaires and public use forms -- for the
Constitutionally-mandated decennial census.
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Would result in significant program cuts to the Advanced Technology
Program and Manufacturing Extension Partnership in NIST's Industrial
Technology Services account. This reduction could result in the
elimination of 33 of the 94 new ATP awards planned for FY 1999.
These awards support cost-shared research on technologies promising
broad benefits to the U.S. economy. The cut to MEP would result in
the elimination of Federal funding for thirteen manufacturing extension
centers, which would deprive over 5,200 manufacturers from
receiving assistance in modernizing their facilities and saving jobs.

Economic Development Administration - would deprive over 160
distressed communities from receiving assistance. These distressed
communities include those adversely impacted by Defense base

closures, natural disasters, major plant closings, and trade agreements.

A 5.5 percent cut over five years would limit EDA's ability to provide
assistance to localities, support jobs, and leverage private sector
resources.

Education Department:

750,000 children would be denied assistance under Title | in FY 1999;
and over five years, 2.7 million children would be denied assistance.

100 new Charter Schools could be not opened in FY 1999; and over
five years, 350 new Charter Schools could not be opened.

3.8 million students would see a $170 decrease in their awards and
74,000 fewer low-income students would receive Pell grants in FY
1999. Over five years, Pell maximum grants would be reduced on
average by $123; and 281,000 fewer low-income students would
receive Pell grants .

All funding for new discretionary initiatives would be eliminated and
(e.g. Education Opportunity Zones, High Hopes) -- preventing 175,000
at-risk middle school students from receiving mentoring and tutoring,
denying additional assistance to poor schools in their efforts to
undertake school reforms, preventing after school programs from
serving an additional 450,000 students, and preventing new efforts to
improve teacher training and recruit 7,000 new teachers.

Energy Department:

Cancels and closes science user facilities. Energy would be unable to
build the Spallation Neutron Source, leaving the United States without
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a facility comparable to those in Europe and Japan which is vital to
research in materials science, structural biology, metallurgy, and
chemistry. Operation of existing DOE user facilities that serve
thousands of Government and private scientists would have to be
curtailed or suspended.

20-50 Percent Cut in Climate Change Technology Initiative. These
reductions could mean as much as a 50 percent reduction in the
proposed increases for the two largest components of the Climate
Change Technology Initiative (CCTI) --DOE's Energy Conservation and
Solar and Renewable Energy programs. Without the requested
funding, these programs will tack many of the technologies needed to
make serious progress in reducing greenhouse gas emissions.

Health and Human Services:

Requires Head Start budget authority level of $4,432 million in FY
1999, $228 million below the President's request (4.9 percent
reduction). The President's FY 1999 budget provides funds for up to
36,000 slots for regular Head Start, 10,000 slots for Early Head Start,
and COLA and quality investments. At a funding level of $4,432
million, the program would not be able to maintain its expansion goals
-- even if it did not make COLA and quality investments in FY 1999.
Specifically, foregoing COLA and quality could mean that Head Start
will not be able to expand Early Head Start in FY 1999 and can only
add about 20,000 new slots for regular Head Start. Preserving COLA
and quality investments at such a funding level could mean that Head
Start could add only up to 7,300 new slots for regular Head Start and
no new slots for Early Head Start.

An average outlay cut of 5.5 percent over five years would seriously
compromise the President's commitment to provide Head Start
services to one million children by FY 2002. Depending on how much
was set-aside for COLA and quality investments, a five-year cut could
result in Head Start falling about 60,000 to 120,000 children short of
the President's commitment.

Reduces budget authority for the Child Care and Development Block
Grant by $27 million, potentially eliminating child care assistance to
roughly 10,000 low-income children.

Reduces total funding for NIH-supported medical research by over
$570 million in FY 1999 and by $5.7 billion over five years. If done
proportionately, funding for investigator-initiated research project



grants (RPG's) would be cut by over $315 million in FY 1999 and
more than $3.2 billion over five years. |f the RPG cut is taken all out
of new grants, this would deny funding to over 1,100 meritorious
research grant applications in FY 1999 and more than 11,500 over
five years. A reduction of this magnitude in funding for new research
ideas and would slow the scientific community's progress in
developing treatment and prevention strategies for life-threatening
diseases such as cancer, cardiovascular disease, AIDS and diabetes.
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Reduces funding for Ryan White program by more than $37 million in
FY 1999 and more than $322 million over five years, limiting the
services available to people with AIDS just as new treatments are
providing hope that AIDS need not be a fatal disease. In FY 1999,
such a reduction could result in about 16,000 fewer people receiving
services through Title | grants to cities, 2,200 fewer people receiving
drugs through the AIDS Drug Assistance Program, and 3,000 fewer
people receiving services in Title Ill clinics. Over five years, such
reductions could result in about 138,500 fewer people receiving Title |
services annually, about 19,100 fewer people receiving ADAP services
annually, and about 26,500 fewer people receiving Title Il services
annually. Such funding reductions would undermine Ryan White's
ability to address growing demand for AIDS services.

Reduces funding for HRSA by nearly $150 million in FY 1999 and over
$1.2 billion over five years, undermining health care and services for
women and children, uninsured people, and people with AIDS; it would
cut Health Centers well below the President's request -- possibly
preventing over 400,000 people from receiving health services in FY
1999 and more than 3.5 million people over five years. It would also
reduce funding for the Maternal and Child Health Block Grant well
below the President's Budget.

Eliminates funding in the Office of Emergency Preparedness for one to
two cities' Metropolitan Medical Strike Teams (MMSTs), which are
part of a system to respond to the medical consequences of terrorist
events involving biological and chemical weapons.

Reduces funding for the Initiative to Improve Health Care Quality,
which would impede the development of research and research tools
to measure the quality of health care, as well as research on
consumers' use of information on quality.

Reduces funding for SAMHSA by $89 million in FY 1999, with sizable
cuts to the Mental Health Block Grant and the Substance Abuse Block
Grant, denying substance abuse treatment to almost 30,000 people.
Over five years, SAMHSA's funding would be cut by $759 million,
denying treatment to nearly 250,000 people.

Reduces funding for CDC by nearly $100 million in FY 1999 and $820
million over five years, cutting childhood immunization funding,
reducing funding for HIV prevention and breast and cervical cancer
screening.
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Reduces funding for HCFA Program Management by $65 million in FY
1999 and $550 million over five years, necessitating deep cuts across
all HCFA activities. Assuming that Congress does not enact any of
the HCFA user fees, a reduction of this magnitude would impact base
functions (e.g., contractor non-renewals, the Medicare handbook,
initial and recertification surveys, and beneficiary appeals) as well as
the implementation of new initiatives (e.g., the Balanced Budget Act,
the Health Insurance Portability and Accountability Act, and
Medicare + Choice). The effects of such a funding level would be felt
by both Medicare contractors and beneficiaries.

Housing and Urban Development:

Interior:

Reduces both public housing and Section 8 rental assistance to
low-income families by up to 100,000 families in 1999 and 400,000
families at the end of five-years. If the number of subsidized
low-income families could not be reduced, then enactment of
legislation would be necessary to lower the overall level of the
families' subsidy by 2 percent in 1999 and 8 percent in 2003. In
addition, HUD would require similar cuts in block grants to States and
localities for community development and housing.

Job Creation, Economic Opportunity, Housing and Homeownership --
Cuts would imperil, reduce or eliminate HUD's proposed job creation
efforts, including a Community Empowerment Fund to get businesses
the start-up capital they need to create jobs, money to convert old
polluted brownfields into thriving businesses and funding for a new
round of Empowerment Zones to bring opportunity back to the inner
city. Cuts would eliminate both new vouchers to help people move
from welfare to work and the funding increase for the homeless.
Finally, the overall reductions in operating subsidies for public housing
will force local housing authorities to reduce services to low-income
residents and cuts in administrative expenses could jeopardize a major
management reform effort needed to improve HUD's performance
across the board.

Virtually eliminates the requested increase for National Park Service

Priority Maintenance. Over five years, the Administration proposes an 8
percent increase in discretionary funding over FY 1998 levels for facility
maintenance and construction. A 6.7 percent budget authority reduction to
offset ISTEA increases would eliminate nearly all of the increases for park
facilities, which are needed to support maintenance and construction projects
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designed to preserve and protect the Nation's precious natural, historic and
cultural resources for the enjoyment of current and future generations.

i Inadequately funds the Endangered Species Act (ESA) program.
Would cut the President's request for Interior's Fish and Wildlife Service
(FWS) by $32 million (and larger outyear reductions). This funding level
would severely affect successful implementation of the ESA reforms initiated
by the Administration and included in pending ESA reauthorization legislation.
It would reduce the number of completed consultations on federal grazing
permits, timber sales, and wetlands permits; prevent FWS staff from
working on several large habitat conservation plans; and stop FWS from
providing any new private landowners incentives for habitat conservation.
Justice:

. Eliminates 1,000 Border Patrol agents. Such a reduction would not
provide enough resources to fund 1,000 agents in 1999, which are
needed to fill enforcement gaps and to enhance Border Patrol presence
along the Southwest border. Additionally, the cut means that
mandated detention and removal requirements could not be met. The
cut would also adversely affect our ability to deploy "force
multiplying” technology, which will increase the effectiveness of
Border Patrol agents and enable INS to better control the border. A
6.7 percent budget authority cut over five years would significantly
constrain our ability to shift our focus from observing the border to
responding to known intrusions.

. Eliminates new Federal Bureau of Investigation agents and Drug
Enforcement Administration agents. Such a reductions would cut the
FBI's budget by 2.8 percent from the 1998 enacted level. The cut
would not only eliminate new agents needed to combat increased
threats of domestic and international terrorism, including cyber crime,
but would reduce base staffing. The cut would also reduce the
number of DEA agents that could be hired to enhance domestic
anti-heroin and anti-methamphetamine efforts. A 6.7 percent budget
authority reduction over five years would adversely impact FBI and
DEA ability to respond to new and emerging law enforcement needs.

° Federal Prisons. Would mean no money for new activations or
sufficient resources to provide annualization of prior year increases in
1999, adversely impacting the activation of the following facilities and
expansions: Loretto, PA expansion 200 beds; Butner, NC 763 beds;
Edgefield, SC 1,664 beds; and Beaumont, TX 1,152 beds. The
resulting delays would negatively affect the Bureau of Prisons’ ability
to fill as many as 3,800 beds.
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Labor Department:

Job Training Programs. Most of the Department's job training
programs in the Training and Employment Services (TES) account are
forward funded. This cut would have the following effects:

-- Results in about 248,000 fewer dislocated workers receiving
training, job search assistance, and support services. The 1999
outlay cut of 2 percent would require a one-year budget
authority cut that reduces outlays over the 5-year period by
more than 5.5 percent

-- Eliminates about 22,000 summer job opportunities for
low-income youth in the Summer of 1999. To achieve a 5.5
percent outlay cut for the period 1999-2003, the budget
authority would have to be cut by $278 million over 5 years, or
6.4 percent. This would eliminate about 174,000 Summer Job
opportunities over the 5-year period

- Adult training grants - results in about 238,000 fewer
low-income adults receiving training and employment services.
About 40 percent of program participants are welfare recipients.
The 1999 outlay cut of 2 percent would require a one-year
budget authority cut that reduces outlays over the 5-year period
by more than 5.5 percent

-- Job Corps -- eliminates about 7,200 residential training slots for
extremely disadvantaged youth. The 5-center expansion
initiative launched in FY 1998 in response to Congressional
appropriations report language would be delayed or stopped.

Reductions would mean significant cuts to the implementation grants
to States to develop One-stop Career Center systems and jeopardize
funding for America's Labor Market Information System including
America's Job Bank.

Employment Service - cuts of this magnitude would harm labor
exchange and job search assistance for unemployed workers.

Community Service Employment for Older Americans (Labor) is
forward funded. Budget authority would be cut by $46.4 million in FY
199 (10.5 percent) and some 6,400 low-income older Americans
would lose their part-time jobs. Over FY's 1999 - 2003, budget
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authority would be cut by over $121 million and some 16,800 fewer
part-time community service jobs would be available for the
low-income elderly.

Veterans Affairs:

. Veterans Medical Care - would impede on the Department’s ability to
increase access to high quality health care. As a result of these reductions,
VA would treat an estimated 72,000 fewer veteran patients in FY 1999,
including 14,000 in need of hospital care. A $5.2 billion reduction over five
years would result in 1.1 million fewer veterans being treated, including
154,000 in need of hospital care.

Environmental Protection Agency:

EPA Operating Program -- reductions would significantly hamper EPA’s
ability to protect and improve the environment. In particular, it would
jeopardize EPA’s ability to carry out the Clean Water Action Plan to
address pollution from factory farms, and the Climate Change
Technology Initiative which would reduce greenhouse gas emissions,
cut energy usage and save consumers money.

Lost Capitalization for the Clean Water and Drinking Water State
Revolving Funds (SRFs) -- A 3.9 percent cut to the FY 1999 combined
SRF request of $1.85 billion would reduce Federal capitalization by
more than $72 million. This 3.9 percent budget authority cut to FY
1999 would result in a loss of more than $288 million in loans to
municipalities. A 6.7 percent cut to the FY 99-2003 combined SRFs
request of $8.35 billion would reduce Federal capitalization by $559
million, resulting in a total loss of about $2.2 billion in loans to
municipalities.

Slows Superfund cleanups -- Results in eight fewer completions of
Superfund toxic waste sites in FY 1999 and 135 fewer completions
over five years, needlessly jeopardizing public health.

National Aeronautics and Space Administration (NASA):

Jeopardizes International Space Station deployment. With its first
launch scheduled for later this year, Space Station is entering a critical
phase in its development. The proposed cuts could lead to multi-year
delays in Space Station deployment and raise outyear Space Station
costs by billions of dollars.
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. Threatens science programs. The proposed cuts would endanger
NASA’s science programs, especially the increase being sought by the
Administration for new Space Science missions to complement the
Origins initiative begun by the Administration and Congress last year.
NASA Space Science achieved several notable successes this past
year (the Mars Pathfinder, Galileo, Hubble Space Telescope, and Lunar
Prospector missions), and the proposed reductions would undercut
major efforts to follow up on these successes.

Office of Personnel Management:

. Results in a RIF of about 175 FTE to accommodate an average annual
outlay reduction of $10 million from the FY 1999 budget levels. These
staffing reductions, taken against an agency that has already reduced
its FTE levels by over 50 percent since 1993, would have a significant
adverse impact on OPM's ability to continue to provide the level and
quality of services required during this period of Government-wide
downsizing, including: lengthen the claims processing times for
retirement claims, delay systems modernization and maintenance
investments necessary to maintain effective service delivery, decrease
OPM's ability to provide workforce restructuring assistance, reduce
OPM's ability to monitor agency implementation of merit system.

National Science Foundation (NSF):

° Reduces support for research. Under the proposed cuts, the number
of new projects that NSF could support would drop by 1,000, and the
number of researchers, educators and students that NSF could support
would also drop 8,650 for FY 1999. The proposed cuts would make
it impossible for NSF to meet certain GPRA performance goals like
increasing the percentage of competitive grants awarded to new
investigators and increasing the size and duration of grants.
Improvements to information systems that would enable NSF to
increase productivity would also be delayed. The ultimate outcomes
of the cuts would be: reduced investment in universities and colleges,
negative impact on industries and agencies that rely on NSF research,
and a slowing in the development of the U.S. scientific knowledge
base.

National Service:

. The National Service program would be cut by about $190
million (24 percent) in 1999, reducing funding below the 1998,
1997, and 1996 enacted levels. Nearly all funding for the
AmeriCorps programs would be eliminated, including funding for
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some 6,000 participants who, in turn, would have leveraged
hundreds of thousands of volunteer tutors working with children
under the America Reads initiative.
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Transportation
ISTEA Conference Off to Slow Start;

Administration Said Weighing Veto Threat

The House-Senate conference on the rewrite of the Intermodal Surface Transportation Efficiency Act
appears to be off to a slow start, with Senate GOP Leader Trent Lott (R-Miss) April 20 declining to specify
when he expects the legislation will be finalized and presented to lawmakers for a vote.

While states face a real cutoff in highway funds in less than 10 days, Lott did not include the ISTEA
conference report among the top items to be taken up by the Senate in the next few weeks, instead listing
education, Internal Revenue Service reform, and many other legislative items as more likely to come to
the floor soon.

Lott, who outlined the Senate schedule as lawmakers returned from the spring break, said he expects
conferees on the ISTEA biil will begin meeting shortly, possibly April 21, but he did not indicate when he
expects the conference report on the legislation to be finished.

Lott said he is aware that the Clinton administration now is raising concerns about the $214 billion ISTEA
bill that the Senate overwhelmingly approved last month, but he said the administration--which has
suggested it will try to trim the legislation's funding by as much as $18 billion--is not likely to be able to
force many changes to the bill.

The administration will get "as far as Ronald Reagan did when he vetoed the highway bill" in the 1980s,
Lott said. " believe we overrode it," he added.

However, Senate Minority Leader Thomas Daschle (D-SD), who spoke to reporters at a press briefing
with Education Secretary Richard Riley later in the day, was less certain that the administration will fail in
efforts to scale back the ISTEA bills (HR 2400/S 1173). Daschle also suggested that the administration is
weighing whether to threaten a veto of the legislation in order to force some changes in the conference
committee.

Daschle indicated that the administration would propose cutting the ISTEA bill's funding by $18 billion or
another level in order to shift those funds to education. "l think [President Clinton] would argue
vociferously that we ought to make education every bit as much a priority as we've made transportation,”
he said.

States Call For Quick Action

The Senate leaders’ comments on the bill came just as state transportation officials were meeting to
discuss the outlook for the ISTEA reauthorization. With states' facing a cutoff in funding on May 1,
members of the American Association of State Highway Officials adopted a resolution April 20 urging
Congress to approve a final ISTEA bill by that date. AASHTO said it would contact all members of
Congress to urge early action on the legislation.

The AASHTO board of directors, meeting in Baltimore, Md., to discuss the ISTEA rewrite, said that failure
to reauthorize the programs by that date puts several states at risk of losing "all or a substantial portion" of
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their construction season. That, in turn, would result in the loss of many construction jobs in the
transportation sector, the board said.

Many state officials said they are increasingly convinced that Congress will not complete the
reauthorization bill for weeks, possibly not until sometime in June.

"In my opinion, they're not going to make it," said Joe Mickes, chief engineer for the Missouri Department
of Transportation. "They set their target date, and | think we need to remind them."

Under the short-term extension of ISTEA developed by the Senate last fall, states had until May 1 to
obligate their highway construction dollars. After that date, states will not be able to spend any funds until
the enactment of a multi-year reauthorization bill.

Mickes, who chairs AASHTO's subcommittee on highway maintenance, said many states had planned bid
lettings for construction work in April and May. However, those plans now may have to be put on hold, he
said.

"We will not have the money, and this worries me," Mickes said.

With the timing of the reauthorization now slowing, state officials said they may plan more meetings with
lawmakers to stress the importance of finishing the bill this spring. Meanwhile, industry officials also are
organizing a fly-in on the eve of the deadline to draw attention to the impending lapse.

Among others, members of the Keep America Moving coalition plan to hold a Capitol Hill rally April 29 to
urge action on the ISTEA rewrite.

Guarantee of Spending Also Urged

In addition to calling for early action on the ISTEA legislation, AASHTO adopted policy urging Congress to
incorporate some mechanism in the final bill that ensures that annual spending on highways and transit
will accurately reflect the revenues flowing into the Highway Trust Fund.

Although AASHTO did not specify a funding level in the resolution, setting transportation spending at a
level commensurate with gas tax revenues translates into large spending increases such as those
endorsed by both the House and Senate.

Although AASHTO supports House efforts to take the Highway Trust Fund off budget, the association
declined to specifically endorse that approach in the resolution, with some members saying that would
amount to "taking sides” in the reauthorization debate.

According to meeting attendees, the Senate is currently looking at options for guaranteeing the higher
spending, including a mechanism that would "wall off" transportation in the budget process. Among
others, Sen. Christopher Bond (R-Mo) is said to be working with Senate Budget Committee Chairman
Pete Domenici (R-NM) on the issue.

Bond, the only member of the Senate Environment and Public Works Committee running for reelection
this year, "wants something with his name on it," a meeting attendee said.

In a related development, long-time AASHTO executive director Francis Francois announced to the board
his intention to retire from his position effective next February.

e

By Nancy Ognanovich

Copyright © 1998 by The Bureau of National Affairs, Inc., Washington D.C.
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April 20, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: LARRY STEIN
GENE SPERLING

SUBJECT: ISTEA BILL

I. OVERVIEW

The highway bill now in conference spends approximately $34 billion in outlays over six years
above the surface transportation levels proposed in your budget submission. The intent of
Congressmen Shuster and Oberstar is to fund that additional highway spending with the
mandatory spending cuts proposed in your budget as offsets for your initiatives. If the
mandatory offsets are insufficient, as they are likely to be, the Speaker has instructed the
conferees to reduce the discretionary spending pot by the amounts needed to offset the rest of the
bill. Coupled with the Senate-passed Budget Resolution’s exclusive reservation of tobacco
proceeds for Medicare Part A, the exorbitant highway funding levels will inevitably exert a
crowding out effect on the already constrained pool of domestic discretionary resources.

The ultimate endpoint of the highway process is by no means clear. For example, it is uncertain
whether the conference can get a majority of votes for all the offsets proposed in your budget,
with the veterans tobacco offset (more than $10 billion over 5 years) presenting particular
problems. In addition, the House bill contains approximately 1600 “demonstration” projects
portioned out roughly 55% to 45% between Republicans and Democrats. The Senate bill
contains none. Finally, the House bill contains provisions putting highway spending off budget,
thereby allowing the “trust fund” (paid for with dedicated gas taxes) to finance transportation
spending irrespective of budgetary rules or constraints. Any or all of these questions could cause
a delay in the conference’s progress or lost votes or both. Though it is unlikely that so sought-
after a block of funds would be held up for long (especially given that the current extension of
existing funding expires on May 1), there is some possibility that the bill will not come out of
conference with the overwhelming level of support it had in both bodies--96-4 in the Senate and
337 to 80 in the House.

On the other hand, there is a high probability that the biggest public works bill in a decade will
present us with veto proof majorities in both houses at the end of the day. The ISTEA debate in
the early ‘90s devolved into a fight among the various regions of the country and between donor



and donee states. During those years, bitter quarrels over distribution resulted in extensions and
delays without appropriate modernization of the funding formula. Everyone suffered. The main
reason that the bills have moved this year with near unanimity is that the formula fights have
been overwhelmed by the sheer volume of cash. Each state has gotten at least 93 cents on the
dollar and that fix has been available simply because the massive amount of money made it
possible. In short, reducing the overall level of spending could well thrust both bodies back into
another bitter formula fight--a situation that neither party will accept. The bottom line is that
even if we were able to sustain a veto, you would ultimately be presented with a highway bill
that spends very nearly as much money as this one will.

Our problem is both optical and real. The bill will harm our priorities now and in the future.
Moreover, there are significant downsides to signing a bill that transparently overspends. On the
other hand, one cannot deny the powerful pent up demand for transportation funding reinforced
by the argument that the Highway Trust Fund, and its dedicated gas tax, are being used to
balance the budget. At the state level, the appetite for this bill is nearly overwhelming. Labor
(Building Trades) will be vigorously activated against any attempt to slow it down. And
members (Democrats and Republicans) will be incensed at any ascription of “pork” status to
their projects, especially if it comes from the Oval Office.

II. KEY ISSUES
1. Squeezed Domestic Discretionary Priorities
The excessive spending in the Congressional bills pose a threat to your priorities. Cuts of the
magnitude required to fund these bills out of discretionary would sharply stress virtually every
program. If we assume the level of domestic discretionary funding in your budget (a level that is
$60 billion in gross dollars above the discretionary caps, which is paid for with mandatory
offsets to make room under the caps), the highway bill would require a 2 percent outlay
reduction in the other non-defense accounts and up to a 3.9 percent reduction in budget authority
for fiscal year ‘99. Assuming that our offsets are rejected, along with the spending they would
support, the highway bill would cut the remaining spending under the caps by roughly half that,
1 percent in outlays and 2 percent in budget authority. Over 5 years, the cut from the level in
your budget would be 5.5 percent in outlays and 6.7 percent in budget authority in FY1999. And
again, half that 5 year level of cut would apply if the assumed starting point is caps without
- offsets.

A good public case about the crowding out effect can be made and would have the potential to
erode support for the bill. Making a very strong public case along these lines, however, would
make it more difficult to sign a bill that is likely to pass with overwhelming support.

2. Mandatory Offsets

To the extent that the effort to lower the excessive highway spending fails, additional highway
spending must come out of other discretionary programs as described above, or from mandatory
offsets or out of the surplus.

The Senate budget resolution reserves the mandatory offsets from your budget for highways.
According to CBO, the Senate list raises $18.5 billion over five years. We obviously proposed



these offsets to fund priorities other than highways. For example, your budget uses
administrative reforms in the Food Stamp program to fund food stamps for legal immigrants.
Authorizing Committees in Congress will not easily let go of savings under their jurisdiction to
fund a program, highways, that is outside their jurisdiction. However, the Republican leadership
appears committed to reserving these funds for highways.

3. Highway Trust Fund

a. Leyel of Spending

In addition to the political pressure for a high spending level as described above, proponents will
continue to make the case on the Highway Trust Fund -- that this money is raised from a
dedicated source, the gas tax, and that it should be spent on its intended purpose. Many will find
this argument compelling. We have a case to make in response: Contrary to conventional
wisdom, spending from the trust fund has exceeded gas tax receipts over the life of the fund (up
until 1996), but particularly in recent history (1980-1995). The current trust fund surplus is
largely the result of accumulated comipound interest on balances from the late 1960s and 1970s
--balances reflecting deliberate federal efforts to control non-defense spending.

They will fight back saying that interest is part of the surplus, just as interest is part of the Social
Security trust fund. Even if they concede the past, they might say just give us the gas tax money
going forward (this would amount to $19 billion above our budget over FY1999-2003) . We
would expect that their argument would include past statements you made as Governor in
support of the trust fund argument

b. Relationship to Saving Social Security First

The Highway Trust Fund could likely become entangled with our argument on Saving Social
Security First. Highway supporters could claim that their high spending levels are consistent
with Saving Social Security First pledge -- because money owed from the Highway Trust should
not be considered a legitimate part of the surplus.

On the one hand, allowing a self-financed transportation or highway account that was outside the
caps could be a way of allowing the Congressionally desired amounts of highway spending
without lowering the caps excessively and squeezing out other domestic priorities. On the other
hand, many your advisors believe that budget experts will see this as surplus spending and that
you could be sharply criticized for breaking a solemn pledge to reserve every penny of the
surplus until there was a long-term Social Security fix.

4. Possible Veto
Given the excessive spending in the bill and the threat it poses to your priorities, a veto should be
considered. Three veto formulations include:

1)_Veto and Sustain - If we were able to muster a veto sustaining margin in one house, it would
give us powerful leverage over the final product. Such a course would have the virtue of putting
Democrats on the side of fiscal responsibility and the Republicans on the side of spending tax
dollars for pork. The problem is that, given the overwhelming votes, we are unlikely to lock in



with certainty an override-proof margin.

2) _Uncertain Veto -- We could veto in absence of having a certain sustaining coalition. This
would be risky and, if we lost, the issue of diminished effectiveness would likely be raised.

3) Symbolic Veto -- Your advisors have discussed, and are split, on the wisdom of a symbolic
veto -- a veto in which you say you are taking a principled stand for fiscal discipline, while
saying that you know you will not prevail. On the one hand, some of your advisors believe that
any time a President loses on a veto the President is harmed. Others believe that a principled
stand 'would be positively received as you would be standing up for fiscal discipline and
responsibility.

6. Demonstration Projects -- Issue of Pork

The large number of projects in the House bill is an inviting target to elevate in the mind of the
public. We could increase our chancés of changing votes if we go hard against the explosion of
pork projects. The downside of hitting the projects hard is the bitter hostility it would generate
on the Hill, on both sides of the aisle. We know from our line item veto experience that this
hostility can be quite poisonous.

III. OPTIONS
As should be obvious from the above, no really good course of action presents itself. We have
discussed, however, the alternatives presented below:

Option 1: _

Take a hard fiscal discipline position: the bill will be vetoed outright because it includes
excessive spending. Reject trust fund argument. We would cast the bill as a threat to education,
health, the environment and crime reduction, detailing the likely impact on critical programs. We
could reinforce the crowding out argument with a moral argument against wasteful spending as
illustrated by the outrageous 1600 demonstrations.

Pros:

. Consistent and clear fiscal discipline message.

. Principled position, strong character.

. Consistent with Saving Social Security First.

Cons:

. Veto override defeat likely, draining future power.

. Puts in position of opposing Democrats, calling their projects pork.
. Trust fund argument is compelling on its face.

Option 1a

See if Gephardt, Bonior and Frost could be convinced to help us sustain the veto in the spirit of
blowing up the highway bill as they want to blow up other pieces of sensitive legislation. This
would increase our leverage, but it is unlikely to be successful.

We have already contacted the AFL to persuade them on the crowding out problem. They in turn




have gone to the building trades. Although we are making some progress, it seems unlikely we
can overcome the momentum of this bill.

Option 1b
Take a hard fiscal discipline stand, but don’t repudiate trust fund argument, and, thereby, leave a

possible escape hatch. This option would be similar to Option 1, but we would not go hard at the
trust fund argument. While we would not initiate a possible mechanism, the idea would be to
leave room for you to sign a bill if they were to come up with some trust fund proposal.

ros: |
Possible way of getting highway spending without dramatically lowering caps while
avoiding allowing them to use your words against your current position.

s

O

ons:
. Would violate Saving Social Security First and could open door to tax cuts.

Take a hard fiscal discipline and squeezing priorities line, but work behind scenes to create a
self-financing, on-budget Transportation Fund employing the revenues provided by the gasoline
tax and funding surface transportation at levels very close to those in the House and Senate bills.
This dedicated fund would be moved outside the discretionary spending caps, and the caps would
be lowered only by amounts reflecting surface transportation spending patterns as they were in
1998--before the current highway bill.

. Protects your priorities by solving the crowding-out problems by sustaining overall
discretionary spending at essentially the levels agreed to in last year’s budget.
. Avoids veto override defeat.

. As mentioned above, agreeing to anything like this would likely be viewed as violating
your Saving Social Security First pledge -- even without our active participation. While
trying to engineer an immaculate conception of a self-financing mechanism would lessen
the risk, it would be difficult to engineer and would potentially open the door to spending
surpluses on tax cuts. _

. Republicans may not agree to this because, for at least some of them, a reason to support
additional highway spending is precisely to reduce other spending that we support.

Option 3;

Express some reservations about the bill’s high level of spending, but sign it, praising it for
meeting our unaddressed infrastructure needs in an environmentally sensitive way and with
appropriate attention to the various transportation modes.

Pros:
. Avoids veto override defeat.
. Would emphasize the positive wins we did get out of the bill in terms of its mitigation

funding, its investments in mass transit, its safety and health priorities and its protection



of the Disadvantage Business Enterprise program.

Cons:

. Priorities will not be protected and will be crowded out.
. This position would be viewed as disingenuous.
Option 4:

An incremental approach -- we would do all we could to improve the bill, then reluctantly sign it,
vowing to continue to fight for our priorities in the Appropriations process.

We would continue to issue negative statements about the highway bill and the long-term
investment squeeze it creates. Attempt to get OMB and Legislative Affairs as much involved in
the conference as possible using veiled veto threats behind the scenes to enhance our leverage in
our effort to improve the bill. We would use the intervening time between the Congress’s return
and the completion of the conference report to explain the budgetary consequences of the
squeeze and make it clear that the whole process is heading towards a show-down about
education on the Labor, Health and Human Services Bill and about the environment on the
Veterans, HUD, Independent Agencies Bill this fall.

This is an incremental, realistic approach. Though there is relatively little room here for
alleviating the cap compression, there is at least some hope that we might hold the spending level
down.

Pros:

. Allows us room to shape each appropriations bill within the context of a strong education
and environment communications strategy.

. Allows us to recognize the probability that events will change the entire context of

budgeting in the near future. There is no certainty that the discretionary caps will stay
where they are. New possibilities could emerge as well in the future debates about Social
Security and Medicare.

. This final approach does the most to preserve positive relations with our friends in
Congress. Certainly, a veto will alienate them. Incrementalism averts that. But in
addition, the almost inevitable battles on appropriations bills in the fall generated by this
option should please those Democrats who are seeking principled fights with the
Republicans in an election year.

Cons:

. The outcome on the final spending on our priorities is unlikely to be satisfying.

. Open to criticism that you did not stand up for fiscal discipline.
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Record Type: Record

To: Charles R. Marr/OPD/EQP

cc: See the distribution list at the bottom of this message
Subject: Comments on Sperling/Stein ISTEA memo

First, two disclaimers: (1) I haven’t had a chance to talk about this with anyone at OMB; after
I do so, I may repudiate everything that follows in this note; and (2) all of the numbers in this
note are rough, back-of-the-envelope estimates that I made by eyeballing documents that I have
at home -- I’m confident about the relative magnitudes but the point estimates will certainly
change after David Worzala and his gang start to scrub them. That said:

At Friday’s meeting Schenendorff said three things that strike me as relevant to the
Sperling/Stein memo: he did not dispute that BESTEA would cost $34 billion; he
characterized Shuster’s ‘core objective’ as ensuring that spending equalled future trust fund
receipts; and he thanked the Administration for not engaging in sharp public rhetoric. I took
from his comments that Schenendorff now recognizes how difficult it would be to find new
offsets to pay for all of the spending in BESTEA; that he could not count on a veto-proof level
of support from Democrats if they understood the extent to which BESTEA would crowd out
other Dem priorities; and that Schenendorff was signalling Shuster might be willing to declare
victory with something less than a fully-funded BESTEA.

If Shuster is willing to compromise, the following formulation would allow all sides
to declare victory: accept Shuster’'s “core objective” to have surface transportation
(ST) spending equal receipts, but phase in the implementation of this objective so
that significant costs are pushed beyond the budget window.

Under the President’s Budget, discretionary ST spending as a percent of trust fund revenues
falls from roughly 86 percent in ‘98 to 80 percent of receipts in ‘03. Adhering to the Presbud
through ‘01 and then setting ST spending equal to 95 percent of receipts in ‘02 and 100
percent of receipts in ‘03 would cost about $4 billion. Alternately, we could increase
spending to 88 percent of receipts in ‘99 and ‘00, 90 percent in '01, 95 percent in ‘02, and 100
percent in ‘03; total 6-yr cost compared to Presbud would be $8-9 billion. Finally, setting
spending at 100 percent of receipts beginning in ‘99 would cost roughly $20 billion. (In
addition to this $20 billion, the $34 biilion price tag for BESTEA includes another $5 billion
to begin “spending equal to receipts” in ‘98, and another $8.3 billion for mandatory demo
projects. I doubt that we will be able to stop the demos; in addition to the funds for the
discretionary side, we should assume that we’ll need to find another $4-10 billion for
mandatory demos, depending on whether the Senate succeeds in lowering or raising the total



level of demos).

By accepting the principle of setting spending equal to receipts, we avoid an argument that will
be difficult to win, and we allow Shuster/Congress to declare victory on their key objective.
But by phasing-in the principle at a pace that could be sustained by offsets that the
Administration can accept, we avoid spending the surplus and we minimize the damage to the
President’s other priorities.

To achieve this compromise, the Administration should pursue a variant of Option 3 in the
current draft of the Sperling/Stein memo: take a hard line both in public and in private on
fiscal discipline/crowding out, but also make clear from the start that we accept the trust fund
argument and would like to work with the Congress to implement principle in a prudent,
balanced fashion. Make clear that we will not spend the surplus, and that the President will
veto any highway bill that phases-in ‘spending equals receipts’ so quickly that other important
priorities are crowded out. By arguing not over whether we implement ‘spending equals
receipts,” but only over how quickly, we have a better chance to put Shuster on the defensive.

I note that even if this compromise ultimately were adopted, the final bill would be expensive,
and we would have ugly appropriations fights in September. In an odd way, I think this gives
most Dems another reason to support a veto of the full BESTEA: the compromise gives
Democrats not only a way to be for all good things now (they can support both the trust fund
argument -- responsibly phased-in, of course -- and other POTUS priorities), but also a
guarantee that come September they will have huge fights with Republicans over priorities for
funding non-highway programs.

I'11 get back to you tomorrow with OMB’s official word.

++++++

The mechanics of this approach | think would be as follows:

-- Authorize aggregate spending at the levels in BESTEA (including both
mandatory and discretionary), but make demos discretionary and subject to an
ob limit. Divide aggregate spending between highways and transit in
proportions similar to those found in the Administration or Senate bills (rather
than the highway-heavy proportions in the House bill).

-- Guarantee certain levels of ST spending by creating a new BEA category.
Initially the ST spending cap would be set equal to the WODI baseline (roughly
Presbud) for the entire period ‘99-'03, and the remaining discretionary caps
would be lowered by an equal amount.

-- The final ST caps would then be increased by an amount equal to the offsets
that were agreed to by the Administration and the Congress.
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THE WHITE HOUSE

WASHINGTON

April 19, 1998

MEMORANDUM FOR Erskine Bowles
Secretary Rubin
Director Raines
Chair Yellen
Ron Klain
Deputy Secretary Summers
Deputy Director Lew
John Podesta

Sylvia Mathews
FROM: Gene Sperling
SUBJECT: ISTEA Bill Memo to the President

Attached please find a memo to the President regarding the ISTEA Bill. The memo is from both
Larry Stein and me. I know this is short notice, but because of Tuesday morning’s meeting with
the President on this subject please provide your comments as soon as possible to Chuck Marr.
He can be reached at 456-5364 or paged at 757-5000. It would be helpful to have your
comments on Sunday night, but Monday morning is also possible. I can also be reached thru the
White House operator if you have any questions. Thanks



April 19, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: LARRY STEIN
GENE SPERLING

SUBJECT: ISTEA BILL

I. OVERVIEW

The highway bill now in conference spends approximately $34 billion in outlays above the
surface transportation levels proposed in your budget submission. The intent of Congressmen
Shuster and Oberstar is to fund that additional highway spending with the mandatory spending
cuts proposed in your budget as offsets for your-initiatives. If the mandatory offsets are
insufficient, as they are likely to be, the Speaker has instructed the conferees to reduce the
discretionary spending pot by the amounts needed to offset the rest of the bill. Coupled with the
Senate-passed Budget Resolution’s exclusive reservation of tobacco proceeds for Medicare Part
A, the exorbitant highway funding levels will inevitably exert a crowding out effect on the
already constrained pool of domestic discretionary resources.

The ultimate endpoint of the highway process is by no means clear. For example, it is uncertain
whether the conference can get a majority of votes for all the offsets proposed in your budget,
with the veterans tobacco offset (more than $10 billion over 5 years) presenting particular
problems. In addition, the House bill contains approximately 1600 “demonstration” projects
portioned out roughly 55% to 45% between Republicans and Democrats. The Senate bill
contains none. Finally, the House bill contains provisions putting highway spending off budget,
thereby allowing the “trust fund” (paid for with dedicated gas taxes) to finance transportation
spending irrespective of budgetary rules or constraints. Any or all of these questions could cause
a delay in the conference’s progress or lost votes or both. Though it is unlikely that so sought-
after a block of funds would be held up for long (especially given that the current extension of
existing funding expires on May 1), there is some possibility that the bill will not come out of
conference with the overwhelming level of support it had in both bodies--96-4 in the Senate and
337 to 80 in the House.

On the other hand, there is a high probability that the biggest public works bill in a decade will
present us with veto proof majorities in both houses at the end of the day. The ISTEA debate in
the early ‘90s devolved into a fight among the various regions of the country and between donor



and donee states. During those years, bitter quarrels over distribution resulted in extensions and
delays without appropriate modernization of the funding formula. Everyone suffered. The main
reason that the bills have moved this year with near unanimity is that the formula fights have

" been overwhelmed by the sheer volume of cash. Each state has gotten at least 93 cents on the
dollar and that fix has been available simply because the massive amount of money made it
possible. In short, reducing the overall level of spending could well thrust both bodies back into
another bitter formula fight--a situation that neither party will accept. The bottom line is that
even if we were able to sustain a veto, you would ultimately be presented with a highway bill
that spends very nearly as much money as this one will.

Our problem is both optical and real. The bill will harm our priorities now and in the future.
Moreover, there are significant downsides to signing a bill that transparently overspends. On the
other hand, one cannot deny the powerful pent up demand for transportation funding reinforced
by the argument that the Highway Trust Fund, and its dedicated gas tax, are being misused. At
the state level, the appetite for this bill is nearly overwhelming. Labor (Building Trades) will be
vigorously activated against any attempt to slow it down. And members (Democrats and
Republicans) will be incensed at any ascription of “pork” status to their projects, especially if it
comes from the Oval Office.

II. KEY ISSUES

1. Squeezed Domestic Discretionary Priorities

The exccssive spending in the Congressional bills pose a threat to your priorities. Cuts of the
magnitude required to fund these bills out of discretionary would sharply stress virtually every
program. If we assume the level of domestic discretionary funding in your budget (a level that is
$60 billion in gross dollars above the discretionary caps), the highway bill would require a 2
percent outlay reduction in the other non-defense accounts and up to a 3.9 percent reduction in
budget authority for fiscal year ‘99. Assuming the caps themselves as a point of reference, the
‘99 cut would be roughly half that, 1 percent in outlays and 2 percent in budget authority. Over 5
years, the cut from the level in your budget would be 5.5 percent in outlays and 6.7 percent in
budget authority. And again, half that 5 year level of cut would apply if the assumed starting
point is the existing caps.

A good public case about the crowding out effect can be made and would have the potential to
erode support for the bill. Making a very strong public case along these lines, however, would
make it more difficult to sign a bill that is likely to pass with overwhelming support.

2. Mandatory Offsets

To the extent that the effort to lower the excessive highway spending fails, additional highway
spending must come out of other discretionary programs as described above, or from mandatory
offsets or out of the surplus.

The Senate budget resolution reserves the mandatory offsets from your budget for highways.
According to CBO, the Senate list raises $18.5 billion over five years. We obviously proposed
these offsets to fund priorities other than highways. For example, your budget uses
administrative reforms in the Food Stamp program to fund food stamps for legal immigrants.



Authorizing Committees in Congress will not easily let go of savings under their jurisdiction to
fund a program, highways, that is outside their jurisdiction. However, the Republican leadership
appears committed to reserving these funds for highways.

3. Highway Trust Fund

a. Level of Spending

In addition to the political pressure for a high spending level as described above, proponents will
continue to make the case on the Highway Trust IF'und -- that this money is raised from a
dedicated source, the gas tax, and that it should be spent on its intended purpose. Many will find
this argument compelling. We have a case to make in response: Contrary to conventional
wisdom, spending from the trust fund has exceeded gas tax receipts over the life of the fund (up
until 1996), but particularly in recent history (1980-1995). The current trust fund surplus is
largely the result of accumulated compound interest on balances from the late 1960s and 1970s
--balances reflecting deliberate federal efforts to control non-defense spending.

They will fight back saying that interest is part of the surplus, just as interest is part of the Social
Security trust fund. Even if they concede the past, they will say just give us the gas tax money
going forward. We would expect that their argument would include past statements you made as
Governor in support of the trust fund argument

b. Relationship to Saving Social Security First

The Highway Trust Fund could likely become entangled with our argument on Saving Social
Security First. Highway supporters could claim that their high spending levels are consistent
with Saving Social Security First pledge -- because money owed from the Highway Trust should
not be considered a legitimate part of the surplus.

On the one hand, allowing a self-financed transportation or highway account that was outside the
caps could be a way of allowing the Congressionally desired amounts of highway spending
without lowering the caps excessively and squeezing out other domestic priorities. On the other
hand, many your advisors believe that budget experts will see this as surplus spending and that
you could be sharply criticized for breaking a solemn pledge to reserve every penny of the
surplus until there was a long-term Social Security fix.

4. Possible Veto
Given the excessive spending in the bill and the threat it poses to your priorities, a veto should be
considered. Three veto formulations include:

1) Veto and Sustain -- If we were able to muster a veto sustaining margin in one house, it would
give us powerful leverage over the final product. Such a course would have the virtue of putting
Democrats on the side of fiscal responsibility and the Republicans on the side of spending tax
dollars for pork. The problem is that, given the overwhelming votes, we are unlikely to lock in
with certainty an override-proof margin.

2) Uncertain Veto -- We could veto in absence of having a certain sustaining coalition. This




would be risky and, if we lost. the issuc of diminished effectiveness would likely be raised. |

3) Symbolic Veto -- Your advisors have discussed, and are split, on the wisdom of a symbolic
veto -- a veto in which you say you are taking a principled stand for fiscal discipline, while
saying that you know you will not prevail. On the one hand, some of your advisors believe that
any time a President loses on a veto the President is harmed. Others believe that a principled
stand would be positively received as you would be standing up for fiscal discipline and
responsibility.

6. Demonstration Projects -- Issue of Pork

The large number of projects in the House bill is an inviting target to elevate in the mind of the
public. We could increase our chances of changing votes if we go hard against the explosion of
pork projects. The downside of hitting the projects hard is the bitter hostility it would generate
on the Hill, on both sides of the aisle. We know from our line item veto experience that this
hostility can be quite poisonous.

III. OPTIONS
As should be obvious from the above, no really good course of action presents itself. We have
discussed, however, the alternatives presented below:

Option 1:
Take a hard fiscal discipline position: the bill wil! be vetoed outright because it includes

excessive spending. Reject trust fund argument. We would cast the bill as a threat to education,

health, the environment and crime reduction, detailing the likely impact on critical programs. We

could reinforce the crowding out argument with a moral argument against wasteful spending as

illustrated by the outrageous 1600 demonstrations. -

-

ros:

Consistent and clear fiscal discipline message.
Principled position, strong character.

. Consistent with Saving Social Security First.

Cons

. Veto override defeat likely, draining future power.

. Puts in position of opposing Democrats, calling their projects pork.
. Trust fund argument is compelling on its face.

Option 1a.

See if Gephardt, Bonior and Frost could be convinced to help us sustain the veto in the spirit of
blowing up the highway bill as they want to blow up other pieces of sensitive legislation. This
would increase our leverage, but it is unlikely to be successful.

We have already contacted the AFL to persuade them on the crowding out problem. They in turn
have gone to the building trades. Although we are making some progress, it seems unlikely we
can overcome the momentum of this bill.



Option 2 /
Take a hard fiscal discipline stand, but don’t repudiate trust fund argument, and, thereby, leave a

possible escape hatch. This option would be similar to Option 1, but we would not go hard at the
trust fund argument. While we would not initiate a possible mechanism, the idea would be to
leave room for you to sign a bill if they were to come up with some trust fund proposal.

o

ros:

Possible way of getting highway spending without dramatically lowering caps while
avoiding allowing them to use your words against your current position.

@
O
=
]

Would violate Saving Social Security First and could open door to tax cuts.

Option 3: _
Take a hard fiscal discipline and squeezing priorities line, but work behind scenes to create a

self-financing, on-budget Transportation Fund employing the revenues provided by the gasoline
tax and funding surface transportation at levels very close to those in the House and Senate bills.
This dedicated fund would be moved outside the discretionary spending caps, and the caps would
be lowered only by amounts reflecting surface transportation spending patterns as they were in
1998--before the current highway bill.

Pros:

. Protects your priorities by solving the crowding-out problems by sustaining overall
discretionary spending at essentially the levels agreed to in last year’s budget.

. Avoids veto override defeat.

Cons:

. As mentioned above, agreeing to anything like this could be viewed as violating your-
Saving Social Security First pledge -- even without our active participation. While trying
to engineer an immaculate conception of a self-financing mechanism would lessen the
risk, it would be difficult to engineer and would potentially open the door to spending
surpluses on tax cuts.

Option 4:

Express some reservations about the bill’s high level of spending, but sign it, praising it for
meeting our unaddressed infrastructure needs in an environmentally sensitive way and with
appropriate attention to the various transportation modes.

Pros:

. Avoids veto override defeat.

. Would emphasize the positive wins we did get out of the bill in terms of its mitigation
funding, its investments in mass transit, its safety and health priorities and its protection
of the Disadvantage Business Enterprise program.

Cons

Priorities will not be protected and will be crowded out.



Option 5: |
An incremental approach -- we would do all we could to improve the bill, then reluctantly sign it,
vowing to continue to fight for our priorities in the Appropriations process.

We would continue to issue negative statements about the highway bill and the long-term
investment squeeze it creates. Attempt to get OMB and Legislative Affairs as much involved in
the conference as possible using veiled veto threats behind the scenes to enhance our leverage in
our effort to improve the bill.

We would use the intervening time between the Congress’s return and the completion of the
conference report to explain the budgetary consequences of the squeeze and make it clear that the
whole process will culminate in a show-down about education on the Labor, Health and Human
Services Bill and about the environment on the Veterans, HUD, Independent Agencies Bill this
fall.

This is the incremental, realistic approach. Though there is relatively little room here for
alleviating the cap compression, there is at least some hope that we might hold the spending level

down.

Pros:

Allows us room to shape each appropriations bill within the context of a strong education
and environment communications strategy.

Allows us to recognize the probability that events will change the entire context of
budgeting in the near future. There is no certainty that the discretionary caps will stay
where they are. New possibilities could emerge as well in the future debates about Social
Security and Medicare. | , ~

. This final approach does the most to preserve positive relations with our friends in
Congress. Certainly, a veto will alienate them. Incrementalism averts that. But in
addition, the almost inevitable battles on appropriations bills in the fall generated by this
option should please those Democrats who are seeking principled fights with the
Republicans in an election year.

. The outcome on the final spending on our priorities is unlikely to be satisfying.

Recommendation:
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Key points from meeting with Jack Schenendorf and bipartsian staff of House
Transportation Committee.

1)  Numbers: Meeting was set up to get agreement on scoring numbers --
defining size of problem. Our position is that we are talking about $34 billion over
1998-2003, which is the difference between the House bill and the CBO freeze
baseline, which is close to what we propose in our budget. They seem to be
pretty much on same page in terms of the concept. They, however, contend that
CBO overstates the cost of the bill. The issue was left that they would continue to
work through with CBO and hopefully by some time next week, we would have a
better sense of the number. Their estimates of how far they though CBO was off
ranged from a couple of billion to $8-9 billion. While obviously uncertain, CBO
generally is not easliy swayed. | would therefore be surprised if CBO ended up with
a number far from their current estimate.

2) Overall Impression: My general impression of Shenendorf was that he was
looking for a way out of this and it doesn’t see on yet. My impression was that he
is looking for a solution that not surprisingly guarantees them the money but he
does not seem determined to lower caps. He seems to be looking for some
creative outside discretionary solution.

Larry conveyed back, politely, our strong concerns vis-a-vis the caps and pointed
out that unfortunately there are no easy solutions to this.

3) Upcoming Meeting: Larry requested a meeting between you, him, and Frank,
Shuster, Chafee (and rankings) to get agreement on numbers. Shuster and Chafee
are likely to meet mid-week, so your meeting would likely be mid- to late next
week.

Additional Notes on Back and Forth:

-- Shuster’s guy, Schenendorf, started out with open issues they have with
CBO. They seem to not want to get charged for money flowing out of
general fund. They argue that those programs may not get funded anyway.
They care about the trust fund, highways. (Dorothy points out that we need
to be on guard because what they don’t care about we generally do).

-- On trust fund - Schenendorf said what they want is that future gas tax
revenue go to highways. This would seem to make our trust fund counter
argument more difficult because they could say, forget what happened in the
past, we are not asking for the money in the fund now, we just want what
should be ours in the future. (The problem is that this revenue stream is very
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close to the size of the bill, not coincidentally).

The issue of the scoring difference between OMB and CBO was discussed.
OMB numbers are lower because generally OMB assumes spend-out over 8
years, while CBO assumes over 6 years.

More discussion on CBO. They contend CBO has inexplicably changed their
numbers.

Larry tried to feel them out on lowering caps/mandatory offsets.
Schenendorf’s response was - we want to work with everybody, common
ground, don’t want vetoes, open to exploring different ways to secure their
funds.

There was a baseline discussion. Apparently, up until two years ago, a
bundle of small ISETEA projects were carried in the baseline on the
mandatory side. They added up to about $1.2 billion a year. Apparently, the
change was made because the individual projects were all below $50 million
and therefore rules say not counted.

OMB is going to go back and think about this one because obviously we
need to explore all avenues. The problem with this, even if it panned out, is
that it is hard to argue that a baseline change can be used to pay for new
spending.

Larry raised Senate opposition to off-budget.

Schenendorf said could be other ways not off-budget on mandatory side,
also mentioned fire walls.

Schenendorf said Administration has been positive (seemed to send implicit
signal let's work through this, don’t blast us).

Discussion of mandatory offsets, difficulty in raising all of them. They asked
for additional ideas, would we be willing to use ours. Larry responded to the
effect that we have to see where this thing is going before offering to go
along with anything. Reiterated President’s position that this bill spends too
much.
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April 17, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: LARRY STEIN
GENE SPERLING

SUBJECT: ISTEA BILL

. OVERVIEW

The highway bill now in conference spends approximately $34 billion in outlays
above the surface transportation levels proposed in your budget submission. The
intent of Congressmen Shuster and Oberstar is to fund that additional highway
spending with the mandatory spending cuts proposed in your budget as offsets for
your initiatives. If the mandatory offsets are insufficient, as they are likely to be,
the Speaker has instructed the conferees to reduce the discretionary spending pot
by the amounts needed to offset the rest of the bill. Coupled with the
Senate-passed Budget Resolution’s exclusive reservation of tobacco proceeds for
Medicare Part A, the exorbitant highway funding levels will inevitably exert a
crowding out effect on the already constrained pool of domestic discretionary
resources.

The ultimate endpoint of the highway process is by no means clear. For example, it
is uncertain whether the conference can get a majority of votes for all the offsets
proposed in your budget, with the veterans tobacco offset (more than $10 billion
over 5 years) presenting particular problems. In addition, the House bill contains
approximately 1600 “demonstration” projects portioned out roughly 55% to 45%
between Republicans and Democrats. The Senate bill contains none. Finally, the
House bill contains provisions putting highway spending off budget, thereby
allowing the “trust fund” (paid for with dedicated gas taxes) to finance
transportation spending irrespective of budgetary rules or constraints. Any or all of
these questions could cause a delay in the conference’s progress or lost votes or
both. Though it is unlikely that so sought-after a block of funds would be held up
for long (especially given that the current extension of existing funding expires on
May 1), there is some possibility that the bill will not come out of conference with
the overwhelming level of support it had in both bodies--96-4 in the Senate and
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337 to 80 in the House.

On the other hand, there is a high probability that the biggest public works bill in a
decade will present us with veto proof majorities in both houses at the end of the
day. The ISTEA debate in the early ‘90s devolved into a fight among the various
regions of the country and between donor and donee states. During those years,
bitter quarrels over distribution resulted in extensions and delays without
appropriate modernization of the funding formula. Everyone suffered. The main
reason that the bills have moved this year with near unanimity is that the formula
fights have been overwhelmed by the sheer volume of cash. Each state has gotten
at least 93 cents on the dollar and that fix has been available simply because the
massive amount of money made it possible. In short, reducing the overall level of
spending could well thrust both bodies back into another bitter formula fight--a
situation that neither party will accept. The bottom line is that even if we were
able to sustain a veto, you would ultimately be presented with a highway bill that
spends very nearly as much money as this one will.

Our problem is both optical and real. The bill will harm our priorities now and in the
future. Moreover, there are significant downsides to signing a bill that
transparently overspends. On the other hand, one cannot deny the powerful pent
up demand for transportation funding reinforced by the argument that the Highway
Trust Fund, and its dedicated gas tax, are being misused. At the state level, the
appetite for this bill is nearly overwhelming. Labor (Building Trades) will be
vigorously activated against any attempt to slow it down. And members
(Democrats and Republicans) will be incensed at any ascription of “pork” status to
their projects, especially if it comes from the Oval Office.

Il. KEY ISSUES

1. Squeezed Domestic Discretionary Priorities

The excessive spending in the Congressional bills pose a threat to your priorities.
Cuts of the magnitude required to fund these bills out of discretionary would
sharply stress virtually every program. If we assume the level of domestic
discretionary funding in your budget (a level that is $60 billion in gross dollars
above the discretionary caps), the highway bill would require a 2 percent outlay
reduction in the other non-defense accounts and up to a 3.9 percent reduction in
budget authority for fiscal year ‘99. Assuming the caps themselves as a point of
reference, the ‘99 cut would be roughly half that, 1 percent in outlays and 2
percent in budget authority. Over 5 years, the cut from the level in your budget
would be 5.5 percent in outlays and 6.7 percent in budget authority. And again,
half that 5 year level of cut would apply if the assumed starting point is the existing
caps.

A good public case about the crowding out effect can be made and would have the
potential to erode support for the bill. Making a very strong public case along these
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lines, however, would make it more difficult to sign a bill that is likely to pass with
overwhelming support.

2. Mandatory Offsets

To the extent that the effort to lower the excessive highway spending fails,
additional highway spending must come out of other discretionary programs as
described above, or from mandatory offsets or out of the surplus.

The Senate budget resolution reserves the mandatory offsets from your budget for
highways. According to CBO, the Senate list raises $18.5 billion over five years.
We obviously proposed these offsets to fund priorities other than highways. For
example, your budget uses administrative reforms in the Food Stamp program to
fund food stamps for legal immigrants. A bill moving through the Senate uses the
offset for Food Stamps and other farm programs. This implies that they will have
some difficulty achieving all of the mandatory savings for highways as the Senate
budget resolution envisions. Authorizing Committees in Congress will not easily let
go of savings under their jurisdiction to fund a program, highways, that is outside
their jurisdiction.

3. Highway Trust Fund

a. Level of Spending

In addition to the political pressure for a high spending level as described above,
proponents will continue to make the case on the Highway Trust Fund -- that this
money is raised from a dedicated source, the gas tax, and that it should be spent
on its intended purpose. Many will find this argument compelling. We have a case
to make in response: Contrary to conventional wisdom, spending from the trust
fund has exceeded gas tax receipts over the life of the fund (up until 1996), but
particularly in recent history (1980-1995). The current trust fund surplus is largely
the result of accumulated compound interest on balances from the late 1960s and
1970s --balances reflecting deliberate federal efforts to control non-defense
spending. They ought not be the justification for excessive spending in the late
1990s.

They will fight back and would likely be willing to say, just give us the gas tax
money going forward. We would expect that their argument would include past
statements you made as Governor in support of the trust fund argument

b. Relationship to Saving Social Security First

This issue will become entwined with Saving Social Security First as some are likely
to make the argument that spending money in the Highway Trust Fund does not
amount to spending any surplus. They will contend that there is a balance in the
fund in the form of Treasury securities. The balance declines as the money is
spent and the (Treasury) debt obligations fall correspondingly. That is not spending
any surplus they will argue.
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This appears to offer the possibility of a way out of this difficult situation. They
would get their money and we would protect our key discretionary priorities. It s,
however, a risky possibility. The receipts that flowed into the trust funds, now
being held in Treasury securities, have already be spent outside of highways.
Going along with such an approach could be seen as breaking a solemn pledge on
Saving Social Security First.

5. Possible Veto
Given the excessive spending in the bill and the threat it poses to your priorities, a
veto should be considered. Three veto formulations include:

1) Veto and Sustain -- If we were able to muster a veto sustaining margin in one
house, it would give us powerful leverage over the final product. Such a course
would have the virtue of putting Democrats on the side of fiscal responsibility and
the Republicans on the side of spending tax dollars for pork. The problem is that,
given the overwhelming votes, we are unlikely to lock in with certainty an
override-proof margin.

2) Uncertain Veto -- We could veto in absence of having a certain sustaining
coalition. This would be risky and, if we lost, the issue of diminished effectiveness
would likely be raised If we won, our priorities would be protected but there would
be consequences on other issues.

3) Symbolic Veto -- Your advisors have discussed, and are split, on the wisdom
of a symbolic veto -- we would take a principled stand for fiscal discipline with the
open acknowledgment that we would not expect it to prevail. On the one hand,
some of your advisors believe that any time a President loses on a veto the
President is harmed. Others believe that a principled stand would be positively
received as you would be standing up for fiscal discipline and responsibility.

6. Demonstration Projects -- Issue of Pork

The large number of projects in the House bill is an inviting target to elevate in the
mind of the public. We could do well in attacks against these projects. The
downside of hitting the projects hard is the hostility it would generate on the Hill,
on both sides of the aisle. We know from our line item veto experience that this
hostility can be quite poisoning.

lll. Options
As should be obvious from the above, no really good course of action presents
itself. We have discussed, however, the alternatives presented below:

Option 1:
Take a hard fiscal discipline position: the bill will be vetoed outright because it
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includes excessive spending. Reject trust fund argument. We would cast the bill
as a threat to education, health, the environment and crime reduction, detailing the
likely impact on critical programs. We could reinforce the crowding out argument
with a moral argument against wasteful spending as illustrated by the outrageous
1600 demonstrations.

Pros:

° Consistent and clear fiscal discipline message.

o Principled position, strong character.

. Consistent with Saving Social Security First.

Cons:

. Veto override defeat likely, draining future power.

o Puts in position of opposing Democrats, calling their projects pork.

o Trust fund argument is compelling on its face.

. Arguably makes worst case more likely -- priorities will face squeeze.

Option 1a.
See if Gephardt, Bonior and Frost could be convinced to help us sustain the veto in

the spirit of blowing up the highway bill as they want to blow up other pieces of
sensitive legislation. This would increase our leverage, but it is unlikely to be
successful.

Option 2
Take a hard fiscal discipline stand, but don’t repudiate trust fund argument, and,

thereby, leave a possible escape hatch. This option would be similar to Option 1,
but we would not go hard at the trust fund argument. While we would not initiate
a possible mechanism, the idea would be to leave room for you to sign a bill if they
were to come up with some trust fund proposal.

Pros:

. Allows for a strong fiscal discipline message.

. Avoids setting ourselves up on trust funds with them using your words
against your current position.

Cons:

. Would violate Saving Social Security First and could open door to tax cuts.

Option 3:

Work behind scenes to create a self-financing, on-budget Transportation Fund
employing the revenues provided by the gasoline tax and funding surface
transportation at levels very close to those in the House and Senate bills. This
dedicated fund would be moved outside the discretionary spending caps, and the
caps would be lowered only by amounts reflecting surface transportation spending
patterns as they were in 1998--before the current highway bill.
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Pros:

. Protects your priorities by solving the crowding-out problems by sustaining
overall discretionary spending at essentially the levels agreed to in last year’s
budget.

. Avoids veto override defeat.

Cons:

o Unless it included a plausible offset, it would violate Saving Social Security
First with our active participation. (Although we could attempt to encourage
this outcome without our own active involvement, there is always the danger
that it could be attributed to you. Such an immaculate conception would be
difficult to engineer and would potentially open the door to spending
surpluses on tax cuts).

Option 4:

Express some reservations about the bill’s high level of spending, but sign it,
praising it for meeting our unaddressed infrastructure needs in an environmentally
sensitive way and with appropriate attention to the various transportation modes.

Pros:

. Avoids veto override defeat.

. Would emphasize the positive wins we did get out of the bill in terms of its
mitigation funding, its investments in mass transit, its safety and health
priorities and its protection of the Disadvantage Business Enterprise program.

Cons:

. Priorities will not be protected and will be crowded out.

Option 5:

Veto the bill as an expression of fiscal responsibility and in opposition to spending
education dollars on highways, but state the veto as a fiscal protest rather than as
an actual effort to defeat an over-ride.

Pros:
[ ]

Cons:
®

This could be turned into a substantial public success. It would be a
powerful expression of opposition to waste and would be interpreted (given
that Shuster is a nearly perfect foil) as a vote against business as usual in
Washington.

A “symbolic” veto could also be interpreted as an expression of
ineffectualness. Charges of failing to back up talk with action could follow
from the press.

This strategy only deals with the optics of the issue and does nothing to
alleviate the crowding out of discretionary dollars by highways.

Option 6:
Continue to issue negative statements about the highway bill and the long-term
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investment squeeze it creates, attempt to get OMB and Legislative Affairs as much
involved in the conference as possible using veiled veto threats behind the scenes
to enhance our leverage. Our objective would be actually try to improve the bill.
Use the intervening time between the Congress’s return and the completion of the
conference report to explain the budgetary consequences of the squeeze and make
it clear that the whole process will culminate in a show-down about education on
the Labor, Health and Human Services Bill and about the environment on the
Veterans, HUD, Independent Agencies Bill this fall.

This is the incremental, realistic approach. Though there is relatively little room
here for alleviating the cap compression, there is at least some hope that we might
hold the spending level down. Moreover, this option allows us room to shape each
appropriations bill within the context of a strong education and environment
communications strategy. In addition, this option allows us to recognize the
probability that events will change the entire context of budgeting in the near
future. There is no certainty that the discretionary caps will stay where they are.
New possibilities could emerge as well in the future debates about Social Security
and Medicare.

Finally, this final approach does the most to preserve positive relations with our
friends in Congress. Certainly, a veto will alienate them. Incrementalism averts
that. But in addition, the almost inevitable battles on appropriations bills in the fall
generated by this option should please those Democrats who are seeking principled
fights with the Republicans in an election year.

Recommendation:

There is a slight chance that events, and the difficulty of constructing a paid-for

bill, may allow us to pursue option 1A--Gephardt helping us with a veto and thereby
pinning the irresponsible highway bill on Republicans. The presence of member
projects is the target here, but because House Democrats have their projects too,
this alternative is not highly likely to materialize. In the absence of this possibility,
the majority of your advisors favor option #6, with the caveat that we should
preserve our option to supplement it with the symbolic veto outlined in option #5.
The two are consistent.
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On House, Senate ISTEA Bills' Funding

The Clinton administration is preparing to join congressional budget hawks in attacking the recently
passed House and Senate transportation bills and may mount an effort to pare back the legislation by as
much as $18 billion, according to state officials.

While the administration earlier expressed much support for the Senate's action in passing the $214
billion rewrite of the Intermodal Surface Transportation Efficiency Act, more recently the administration
has been critical of that legislation as well as the $218 billion ISTEA bill passed by the House shortly
before the start of the spring recess, officials said.

With lawmakers now set to return the week of April 20 to begin a conference on the ISTEA rewrite, the
administration is expected to become more vocal in attacking the spending in the two bills and is likely to
urge deep cuts in their authorization levels, according to the American Association of State Highway and
Transportation Officials.

State officials said they learned of the administration's current stance during a recent meeting with
Transportation Secretary Rodney Slater. Slater, who met with the Southeast Association of State Highway
and Transportation Officials in Atlanta, "indicated that the administration would like to see some $18

billion trimmed from the highway and transit reauthorization legislation by conferees,” according to
AASHTO.

While so far the administration has not threatened a veto of an ISTEA bill that carries large funding
increases, sharp attacks on the bill appear likely to add to the obstacles that face conferees as they
attempt to finalize the reauthorization bill by early May. In addition to the higher funding levels, conferees
also will try to establish a mechanism to ensure that the greater spending is realized in the annual
approprations--another item that has raised the concerns of the administration.

Although aides to House and Senate conferees met again April 15, so far little progress appears to have
been made in resolving even minor differences in the two massive bills (HR 2400/S 1173). As a resuilt,
lawmakers will have to tackle many smaller items as well as the controversial funding issues raised by the
bills, aides said.

Impact on Budget Agreement Cited

Slater recently met with state and local officials during a five-day, six-state tour of the Southeast. He met
with SASHTO officials in Atlanta April 8, a DOT spokesman said, as part of a broader trip to emphasize
the importance of a timely ISTEA reauthorization.

In announcing the trip, Slater said in a statement that while he found much to applaud in the two bills, the
administration also has "serious concerns" about the funding levels. "[H]igher transportation spending
must not squeeze out other critical investments, such as education, or undermine the fiscal discipline
which is helping us to balance the budget,” he said.

But AASHTO officials said Slater went further in the private meeting, saying he suggested the
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administration may propose cutting the authorizations back by as much as $18 billion.

State officials said that the administration may now be launching a "belated effort" to sway public opinion
against the legislation because earlier it had fully expected that the Senate would remain within the limits
of last year's balanced budget agreement. That agreement had allowed only small increases in highway
and transit program spending over the next few years.

The DOT spokesman would not confirm that the administration will propose an $18 billion cut in the
legislation's authorizations. However, he said, "obviously there continues to be concern within the
administration on the potential for this to break the balanced budget agreement.”

Besides the funding levels, the spokesman said the administration strongly opposes the House plan to
take the Highway Trust Fund off budget.

“The House proposal to take the trust fund off budget is simply something that cannot go forward," the
spokesman said.

Slater, he added, will be discussing strategy on the bill April 17 with Rep. James Oberstar (D-Minn), the
ranking Democrat on the Transportation and Infrastructure Committee. For his part, Oberstar strongly
supports the increased spending in HR 2400 as well as the off-budget language.

The administration’s views on the bill also are expected to made clear when Slater addresses the ISTEA
rewrite at the National Press Club April 23.

Governors' to Back Spending Increases

Should the administration propose a large cut in the two bilis' funding, the move will stand in sharp
contrast to the support President Clinton expressed for ISTEA spending increases when he met with the
nation's governors in February.

For its part, the National Governors' Association now is readying communications of its own to the House
and Senate conferees urging them to keep the higher funding levels and also create a permanent
mechanism to ensure that annual spending on highways and transit reflects the gas tax revenues flowing
into the trust fund.

According to staff, the NGA is currently preparing a letter to conferees that expresses support for the
legislation's current funding levels.

"We're going to maintain the same position we've had for over a year," said Larry Magid, counsel to the
NGA. "We continue to support the total funding in both bills, and we're going to urge that they keep a
mechanism to ensure that spending keeps up with trust fund revenues."

An option to taking the trust fund off budget, Magid said, is to create some type of automatic mechanism
to set annual obligations at a level that is equivalent to the gas tax revenue coming in each year.

Magid said the states are anxious to have legislation finalized soon, given that the short-term extension of
ISTEA requires states to stop obligating construction monies on May 1.
Staff Side-By-Side Circulated

However, observers said they do not expect House and Senate conferees to finalize a bill by the May 1
cutoff. Although aides continue to meet on the legislation, so far few agreements have been reached,
staffers said.

Although they exchanged offers aimed at resolving some of the minor differences between the two bills'
highway title, aides to the House Transportation and infrastructure Committee and the Senate
Environment and Public Works Committee said April 15 they had no agreement on the items. And the
larger issues involving funding have not been tackled, aides said.

But more progress was said to be occurring in separate meetings on the highway safety provisions of the
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bill. Those discussions involve the Transportation and Infrastructure Committee and the Senate
Commerce, Science, and Transportation Committee.

While many aspects of the two bills are similar, the House and Senate still have many differences to
reconcile. According to the 350-page, side-by-side analysis obtained by BNA April 15, the House and
Senate have identified hundreds of differences that still must be addressed in the conference.

Copies of the side-by-side analysis prepared by the House and Senate authorizing committees is
available for $55 from BNA Plus at (800) 452-7773, or, in Washington, D.C., at (202) 452-4323. e

By Nancy Ognanovich

Copyright © 1998 by The Bureau of National Affairs, Inc., Washington D.C.
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April 15, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: LARRY STEIN
GENE SPERLING

SUBJECT: ISTEA BILL

The highway bill now in conference spends approximately $34 billion in

outlays above the surface transportation levels proposed in your budget submission.

The intent of Congressmen Shuster and Oberstar is to fund that additional highway
spending with the mandatory spending cuts proposed in your budget as offsets for
your initiatives. If the mandatory offsets are insufficient, as they are likely to be,
the Speaker has instructed the conferees to reduce the discretionary spending pot
by the amounts needed to offset the rest of the bill. Coupled with the
Senate-passed Budget Resolution’s exclusive reservation of tobacco proceeds for
Medicare Part A, the exorbitant highway funding levels will inevitably exert a
crowding out effect on the already constrained pool of domestic discretionary
resources.

If we assume the level of domestic discretionary funding in your budget (a
level that is $60 billion in gross dollars above the discretionary caps), the highway
bill would require a 2 percent outlay reduction in the other non-defense accounts
and up to a 3.9 percent reduction in budget authority for fiscal year ‘99. Assuming
the caps themselves as a point of reference, the ‘99 cut would be roughly half that,
1 percent in outlays and 2 percent in budget authority. Over 5 years, the cut from
the level in your budget would be 5.5 percent in outlays and 6.7 percent in budget
authority. And again, half that 5 year level of cut would apply if the assumed
starting point is the existing caps.

The ultimate endpoint of the highway process is by no means clear. For
example, it is uncertain whether the conference can get a majority of votes for all
the offsets proposed in your budget, with the veterans tobacco offset (more than
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$10 billion over 5 years) presenting particular problems. In addition, the House bill
contains approximately 1600 “demonstration” projects portioned out roughly 55%
to 45% between Republicans and Democrats. The Senate bill contains none.
Finally, the House bill contains provisions putting highway spending off budget,
thereby allowing the “trust fund” (paid for with dedicated gas taxes) to finance
transportation spending irrespective of budgetary rules or constraints. Any or all of
these questions could cause a delay in the conference’s progress or lost votes or
both. Though it is unlikely that so sought-after a block of funds would be held up
for long (especially given that the current extension of existing funding expires on
May 1), there is some possibility that the bill will not come out of conference with
the overwhelming level of support it had in both bodies--96-4 in the Senate and
337 to 80 in the House.

On the other hand, there is a high probability that the biggest public works
bill in a decade will present us with veto proof majorities in both houses at the end
of the day. The ISTEA debate in the early ‘90s devolved into a fight among the
various regions of the country and between donor and donee states. During those
years, bitter quarrels over distribution resulted in extensions and delays without
appropriate modernization of the funding formula. Everyone suffered. The main
reason that the bills have moved this year with near unanimity is that the formula
fights have been overwhelmed by the sheer volume of cash. Each state has gotten
at least 93 cents on the dollar and that fix has been available simply because the
massive amount of money made it possible. In short, reducing the overall level of
spending could well thrust both bodies back into another bitter formula fight--a
situation that neither party will accept. The bottom line is that even if we were
able to sustain a veto, you would ultimately be presented with a highway bill that
spends very nearly as much money as this one will.

None of this reduces the threat posed by the bill to your priorities. Cuts of
the magnitude described above will sharply stress virtually every discretionary
account. A good public case about the crowding out effect can be made and
would have the potential to erode support for the bill. In addition, the
demonstration projects subject members of both bodies to charges of waste, greed
and fiscal irresponsibility. That such charges would be easily made and resentfully
received is a gross understatement.

Our problem is both optical and real. The bill will harm our priorities now and
in the future. Moreover, there are significant downsides to signing a bill that
transparently overspends. On the other hand, one cannot deny the powerful pent
up demand for transportation funding reinforced by the argument that the Highway
Trust Fund, and its dedicated gas tax, are being misused. At the state level, the
appetite for this bill is nearly overwhelming. Labor (Building Trades) will be
vigorously activated against any attempt to slow it down. And members
(Democrats and Republicans) will be incensed at any ascription of “pork” status to
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their projects, especially if it comes from the Oval Office.

Options:
As should be obvious from the above, no really good course of action presents
itself. We have discussed, however, the five alternatives presented below:
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Substitute draft options per GS comments (original below)

Option 1:
Take a hard fiscal discipline position: the bill will be vetoed outright because it

includes excessive spending. Reject trust fund argument.

We would cast the bill as a threat to education, health, the environment and crime

reduction, detailing the likely impact on critical programs. This approach would run

headlong into the powerful “trust fund” argument--the contention that the gas tax

is collected to build roads and should be allocated only to build roads. Their Jiadftr ad L5
+esponse will likely highlight your support while Governor for the trust fund (ol gurar
argument.

Our response would be to confront directly the trust fund argument. We would
point out that, contrary to conventional wisdom, highway spending historically has
exceeded excise tax receipts. The trust fund balances stem from accumulated
interest compounded since the 1960s through 1970s and do not justify excessive
spending now.

In addition, to try and avoid an;i?a/lmost certain override, we could reinforce the
crowding out argument with a moral argument against wasteful spending as
illustrated by the outrageous 1600 demonstrations. This last is a charge that
would build powerful hostility in the House. All members, most of whom have
already put out their releases taking credit for at least one project, would see
attacks on the demos as direct assaults on their integrity.

Possible outcomes include:

A) They lower highway spending and you sign (Unlikely).

B) They pass with large spending numbers but include only authorizations for
the spending, leaving the real fight to the annual appropriations process.
While this would be a defeat for Shuster and others, this is possible because
it requires lighter lifting than paying for all the spending. All things
considered, this would be a good outcome for us.

C) They go off-budget with highways. We veto on grounds that it violates
Saving Social Security First. We lose on veto override.

D) They pay for the bill through a combination of mandatory savings and carving
out a portion of the discretionary cap for transportation (in effect, lowering of
the discretionary caps for non-transportation spending). This is worst case
in terms of your discretionary investment priorities. We veto and lose on
veto override.



Pros:

. Consistent and clear fiscal discipline message.

. Principled position, strong character.

. Consistent with Saving Social Security First.

Cons:

. Veto override defeat likely, draining future power.

. Puts in position of opposing Democrats, calling their projects pork.

. Trust fund argument is compelling on its face.

o Arguably makes worst case more likely -- priorities will face squeeze.

Option 1a.
See if Gephardt, Bonior and Frost would help us sustain the veto in the spirit of

blowing up the highway bill as they want to blow up other pieces of sensitive
legislation.

This option casts the Republicans as fiscal hypocrites and charges them with
intentionally trying to defund the necessary functions of government. It has the
virtue of putting Democrats on the side of fiscal responsibility and the Republicans
on the side of spending tax dollars for pork. The only problem with it is that
Gephardt and Bonior have their projects in the bill. Moreover, they are both being
swayed by Labor, and neither presently wants to stand in the way of this train.

Option 2
Take a hard fiscal discipline stand, but don’t repudiate trust fund argument, and,

thereby, leave a possible escape hatch.

This option would be similar to Option 1, but we would not go hard at the trust
fund argument. While we would not initiate a possible mechanism, the idea would
be to leave room for you to sign a bill if they were to come up with some trust fund

proposal.

Pros:

. Allows for a strong fiscal discipline message.

. Avoids setting ourselves up on trust funds with them using your words
against your current position.

Cons:

o Would violate Saving Social Security First and could open door to tax cuts.

Option 3:

Work behind scenes to create a self-financing, on-budget Transportation Fund
employing the revenues provided by the gasoline tax and funding surface
transportation at levels very close to those in the House and Senate bills.
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This dedicated fund would be moved outside the discretionary spending caps, and
the caps would be lowered only by amounts reflecting surface transportation
spending patterns as they were in 1998--before the current highway bill.

Pros:

. Protects your priorities by solving the crowding-out problems by sustaining
overall discretionary spending at essentially the levels agreed to in last year’s
budget.

. Avoids veto override defeat.

Cons:

. Violates Saving Social Security First with our active participation. (Although
we could attempt to encourage this outcome without our own active
involvement, there is always the danger that it could be attributed to you.
Such an immaculate conception would be difficult to engineer and would
potentially open the door to spending surpluses on tax cuts).

Option 4:

Express some reservations about the bill’s high level of spending, but sign it,
praising it for meeting our unaddressed infrastructure needs in an environmentally
sensitive way and with appropriate attention to the various transportation modes.

Pros:

. Avoids veto override defeat.

] Would emphasize the positive wins we did get out of the bill in terms of its
mitigation funding, its investments in mass transit, its safety and health
priorities and its protection of the Disadvantage Business Enterprise program.

Cons:

. Priorities will not be protected and will be crowded out.

Option 5:

Veto the bill as an expression of fiscal responsibility and in opposition to spending
education dollars on highways, but state the veto as a fiscal protest rather than as
an actual effort to defeat an over-ride.

Pros:

. This could be turned into a substantial public success. It would be a
powerful expression of opposition to waste and would be interpreted (given
that Shuster is a nearly perfect foil) as a vote against business as usual in
Washington.

Cons:

. A “symbolic” veto could also be interpreted as an expression of
ineffectualness. Charges of failing to back up talk with action could follow
from the press.

o This strategy only deals with the optics of the issue and does nothing to
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alleviate the crowding out of discretionary dollars by highways.

Option 6:
Continue to issue negative statements about the highway bill and the long-term

investment squeeze it creates, attempt to get OMB and Legislative Affairs as much
involved in the conference as possible using veiled veto threats behind the scenes
to enhance our leverage. Our objective would be actually try to improve the bill.
Use the intervening time between the Congress’s return and the completion of the
conference report to explain the budgetary consequences of the squeeze and make
it clear that the whole process will culminate in a show-down about education on
the Labor, Health and Human Services Bill and about the environment on the
Veterans, HUD, Independent Agencies Bill this fall.

This is the incremental, realistic approach. Though there is relatively little room
here for alleviating the cap compression, there is at least some hope that we might
hold the spending level down. Moreover, this option allows us room to shape each
appropriations bill within the context of a strong education and environment
communications strategy. In addition, this option allows us to recognize the
probability that events will change the entire context of budgeting in the near
future. There is no certainty that the discretionary caps will stay where they are.
New possibilities could emerge as well in the future debates about Social Security
and Medicare.

Finally, this final approach does the most to preserve positive relations with our
friends in Congress. Certainly, a veto will alienate them. Incrementalism averts
that. But in addition, the almost inevitable battles on appropriations bills in the fall
generated by this option should please those Democrats who are seeking principled
fights with the Republicans in an election year.

Recommendation:

There is a slight chance that events, and the difficulty of constructing a paid-for

bill, may allow us to pursue option 1A--Gephardt helping us with a veto and thereby
pinning the irresponsible highway bill on Republicans. The presence of member
projects is the target here, but because House Democrats have their projects too,
this alternative is not highly likely to materialize. In the absence of this possibility,
the majority of your advisors favor option #6, with the caveat that we should
preserve our option to supplement it with the symbolic veto outlined in option #5.
The two are consistent.
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Original Options:

1. Veto the bill outright casting it as excessive spending that threatens education,
health, the environment and crime reduction. Fight to sustain the veto in the
House.

This option is the most straightforward expression of our actual views and would
be the most satisfying choice. It runs headlong into the powerful “trust fund”
argument--the contention that the gas tax is collected to build roads and should be
allocated only to build roads. It would resuit, almost certainly, in an override unless
we choose to reinforce the crowding out argument with a moral argument against
wasteful spending as illustrated by the outrageous 1600 demonstrations. This last
is a charge that would build powerful hostility in the House. All members, most of
whom have already put out their releases taking credit for at least one project,
would see attacks on the demos as direct assaults on their integrity.

1A. A variant on #1. See if Gephardt, Bonior and Frost would help us sustain the
veto in the spirit of blowing up the highway bill as they want to blow up other
pieces of sensitive legislation.

This option casts the Republicans as fiscal hypocrites and charges them with
intentionally trying to defund the necessary functions of government. It has the
virtue of putting Democrats on the side of fiscal responsibility and the Republicans
on the side of spending tax dollars for pork. The only problem with it is that
Gephardt and Bonior have their projects in the bill. Moreover, they are both being
swayed by Labor, and neither presently wants to stand in the way of this train.

2. Express some reservations about the bill’s high level of spending, but sign it,
praising it for meeting our unaddressed infrastructure needs in an environmentally
sensitive way and with appropriate attention to the various transportation modes.

This option would emphasize the positive wins we did get out of the bill in terms of
its mitigation funding, its investments in mass transit, its safety and health
priorities and its protection of the Disadvantage Business Enterprise program. Such
an approach would remain silent about the out-year squeeze we would suffer,
however, and would appear to ignore disingenuously the huge block of
demonstration projects. It would clearly subject us to charges of fiscal
irresponsibility after you have been very successful in establishing the opposite.

3. Veto the bill as an expression of fiscal responsibility and in opposition to
spending education dollars on highways, but state the veto as a fiscal protest rather
than as an actual effort to defeat an over-ride.

This could be turned into a substantial public success. It would be a powerful
expression of opposition to waste and would be interpreted (given that Shuster is a



nearly perfect foil) as a vote against business as usual in Washington. The
potential downside is that a “symbolic” veto could also be interpreted as an
expression of ineffectuality. Charges of failing to back up talk with action could
follow from the press. Moreover, this strategy only deals with the optics of the
issue and does nothing to alleviate the crowding out of discretionary dollars by
highways.

4. Create a self-financing, on-budget Transportation Fund employing the revenues
provided by the gasoline tax and funding surface transportation at levels very close
to those in the House and Senate bills. This dedicated fund would be moved
outside the discretionary spending caps, and the caps would be lowered only by
amounts reflecting surface transportation spending patterns as they were in
1998--before the current highway bill.

This approach would solve our crowding-out problems by sustaining overall
discretionary spending at essentially the levels agreed to in last year’s budget. Any
growth in highways would be funded outside the caps. It would be justified on the
highly credible ground that the gas tax is collected to fund surface transportation
and ought to be used to fund surface transportation. In addition, you have already
proposed a Transportation Fund in your budget submission, and an

“off-budget” fund of this type is already included in the House version of the bill.

On the other hand, the spending over the amount of the cap reduction would not
be offset and would therefore come out of the surplus. Since your powerful fiscal
discipline profile is based in some measure on your stand against spending any of
the surplus until Social Security is reformed, this option opens obvious
vulnerabilities. Although we could attempt to encourage this outcome without our
own active involvement, there is always the danger that it could be attributed to
you. Such an immaculate conception would be difficult to engineer and would
potentially open the door to spending surpluses on tax cuts.

5. Continue to issue negative statements about the highway bill and the long-term
investment squeeze it creates, attempt to get OMB and Legislative Affairs as much
involved in the conference as possible using veiled veto threats behind the scenes
to enhance our leverage. Our objective would be actually try to improve the bill.
Use the intervening time between the Congress’s return and the completion of the
conference report to explain the budgetary consequences of the squeeze and make
it clear that the whole process will culminate in a show-down about education on
the Labor, Health and Human Services Bill and about the environment on the
Veterans, HUD, Independent Agencies Bill this fall.

This is the incremental, realistic approach. Though there is relatively little room
here for alleviating the cap compression, there is at least some hope that we might
hold the spending level down. Moreover, this option allows us room to shape each
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appropriations bill within the context of a strong education and environment
communications strategy. In addition, this option allows us to recognize the
probability that events will change the entire context of budgeting in the near
future. There is no certainty that the discretionary caps will stay where they are.
New possibilities could emerge as well in the future debates about Social Security
and Medicare.

Finally, this final approach does the most to preserve positive relations with our
friends in Congress. Certainly, a veto will alienate them. Incrementalism averts
that. But in addition, the almost inevitable battles on appropriations bills in the fall
generated by this option should please those Democrats who are seeking principled
fights with the Republicans in an election year.

Recommendation:

There is a slight chance that events, and the difficulty of constructing a paid-for
bill, may allow us to pursue option 1A--Gephard helping us with a veto and thereby
pinning the irresponsible highway bill on Republicans. The pressence of member
projects is the target here, but because House Democrats have their projects too,
this alternative is not highly likely to materialize. In the absence of this possibility,
the maijority of your advisors favor option #5, with the caveat that we should
preserve our option to supplement it with the symbolic veto outlined in option #3.
The two are consistent.
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Mnited States Senate

WASHINGTON, DC 20510

April 7, 1998

The Hounorable Richard C. Shelby
Appropriations Subcommirtee on Transportation
United States Senate

Washington, DC 20510

Dear Mr. Chainmag:

We urge you to provide $250 million in the fiscal year 1999 Transportation
Appropriations bill to fund the Job Access and Reverse Commute Grants program authorized
ig the Intermodal Surface Transportation Efficiency Act of 1998, as passed by the Senate,

Too many welfare recipients and low-income individuals are isolated from potential
job opportnities, because they do not own cars and because existing public transportation
systems are either inadequate or non-existent. While three-fourths of welfare recipients live in
rural areas or cantral cities, two-thirds of all new jobs are in the suburbs. Since 94 percent of
welfare recipients do not have cars, and cars are out of reach for a large percentage of low-
income individuals, they must rely on public wansportation to get to these jobs, If the public
transportation is inadequate, the jobs become inaccessible.

A pumber of studies have demonstrated that low-income residents of rural and urban
areas alike are isolated from entcy-level jobs for which they would otherwise qualify.
According to the Commuaity Transportation Association of America, 40 percant of rural
counties have no public transportstion scrvices, Where transit does exist, it often does not
operate on weekends or at night -- times whea many entry-level jobs are performed.

The Job Access and Reverse Commute Grants program will help these communities
fill the gaps in transit service that prevent welfare recipients from finding jobs, prevent many
low-wage earners from finding and keeping jobs they need to remain self-sufficient, and
prevent many inner-city and rurel residents from getting to jobs in suburban areas. Thank °
you for your consideration of our request. :

Sincerely,
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Option 1:

Veto the bill outright on the grounds of excessive spending. Reject the trust fund argument
explicitly. Fight to sustain the veto in the House.

You would cast the bill as a threat to critical investments in people, citing the impact on
programs to improve education, health, crime and the environment. This approach would
run headlong into the powerful "trust fund" argument--namely, that there is an implicit
promise that highway trust fund receipts will be used only for highways. Shuster and his
colleagues may highlight your support while Governor for that argument.

You would challenge the trust fund argument directly in response: Contrary to
conventional wisdom, spending from the trust fund has exceeded gas tax receipts over the
life of the fund (up until 1996), but particularly in recent history (1980-1995). The current
trust fund surplus is largely the result of accumulated compound interest on balances from
the late 1960s and 1970s -- balances reflecting deliberate federal efforts to control non-
defense spending. They ought not be the justification for excessive spending in the late
1990s.

In addition .......
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Record Type: Record

To: Gene B. Sperling/OPD/EOP
cc: Melissa G. Green/OPD/EOP, Peter A. Weissman/OPD/EOP, Charles R. Marr/OPD/EOP, Dorothy
Robyn/OPD/EOP

Subject: ISTEA strategy

I've been talking transportation informally with other members of your extremely talented staff. |
am concerned that a "sign the bill and fight about education and the environment during the
appropriations process" strategy could result in a severe squeeze for HHS and especially HUD
programs.

As you know, there are a number of promising new HUD initiatives (welfare-to-work vouchers,
enhanced fair housing enforcement funding, the Community Empowerment Fund/Economic
Development Initiative, expansion of Youthbuild) in our FY 1999 budget -- not to mention the NRC
"Play by the Rules" homeownership proposal. Valerie Baldwin, the House VA-HUD majority staffer,
is already making dire noises regarding HUD's prospects in this year's appropriations process, due
to the (presumably transportation-driven) funding crunch facing the VA-HUD Subcommittee. If we
focus our efforts on funding for the environment, there is the possibility that we will prevail, but at
the expense of virtually all new HUD initiatives.

Similarly, we have a number of priority items in the HHS budget, including a $305 million requested
increase for Head Start. In addition, if Congress does not pass child care legislation this year, we
may want to consider pressing for a substantial increase in discretionary CCDBG funding -- an
option that would be largely precluded by signing the transportation bill and then focusing on
education in the context of the Labor-HHS bill.

Education and the environment are unquestionably the more appealing battlegrounds from a
political standpoint, but we need to be careful not to, in the process of pressing the Republicans on
these fronts, sacrifice initiatives elsewhere in those appropriations bills.



President's Request:
Budget Authority
Outlays

CBO WODI Baseline:
Budget Authority
Outlays

CBO WIDI Baseline:
Budget Authority
Outlays

OMB WIDI Baseline:
Budget Authority
Outlays

HR 2400, BESTEA - OMB Scoring
Budget Authority
Outlays

HR 2400, BESTEA - CBO Scoring
Budget Authority
Outlays

S. 1173, ISTEA2 - OMB Scoring
. Budget Authority
Outlays

S. 1173, ISTEA2 - CBO Scoring
Budget Authority
Outlays

Surface Transportation Programs
Mandatory and Discretionary Spending
(dollars in millions)

Enacted

1998
27,739
26,276

30,747
27,178

30,747
27,179

27,789
26,447
30,292
26,412

30,798
27,346

30,771
26,244

31,288
27,218

1999
27,741
27,099

30,747
28,277

30,771
28,423

28,231
27,347

34,825
28,992

34,730
30,150

35,959
29,037

36,008
30,412

6-Yr.

2000 2001 2002 = 2003 = Total

27,699
27,540

30,747
28,687

30,800
29,235

28,909
28,232

38,763
32,703

38,719
33,805

36,747
33,096

36,717
34,567

27,644
27,674

30,747
28,749

30,828
29,821

29,530
28,788

38,710
35,594

38,866
36,734

37,347

35,271

37,350
36,718

27,624
27,843

30,747
28,558

30,857
30,236

30,166
29,457

38,273
37,057

38,693
37,866

38,038
36,692

37,993
37,794

27,624
27,937

30,747
28,557

30,887
30,900

. 30,815

30,040

38,888
37,790

38,808
38,549

38,786
37,843

38,712
38,878

166,070
164,369

184,482
170,006

184,890
175,794

175,440
170,311

219,751
198,548

220,614
204,450

217,648
198,183

218,068
205,587



CBO Scoring of Surface Transportation Programs
Mandatory and Discretionary Spending
(dollars in millions) 6-YR Total
Less
Enacted 6-Yr. WIDI
1998 1999 2000 2001 2002 2003 Total Baseline
CBO WIDI Baseline:

Budget Authority 30,747 30,771 30,800 30,828 30,857 30,887 184,890 N/A
Outlays 27,179 28,423 29,235 29,821 30,236 30,900 175,794 N/A
Di .
BA 1,061 1,085 . 1,114 1,142 1,171 1,201 6,774 N/A
Outlays 25,213 26,666 27,694 28,614 29,180 29,940 167,307 N/A
Mandatory
BA 29,686 29,686 29,686 29,686 29,686 29,686 178,116 N/A
Outlays 1,966 1,757 1,541 1,207 1,056 960 8,487 N/A
HR 2400, BESTEA - CBO Scoring
Budget Authority 30,798 34,730 38,719 38,866 38,693 38,808 220,614 35,724
Outlays 27,346 30,150 33,805 36,734 37,866 38,549 204,450 28,656
Di .
BA 1,203 714 315 260 185 155 2,832 -3,942
Outlays 25,231 27,770 30,957 33,663 34,666 35,296 187,583 20,276
Mandatory
BA 29,594 34,016 38,404 38,606 38,509 38,654 217,783 39,667
Outlays 2,115 2,379 2,848 3,071 3,200 3,253 16,866 8,379
S. 1173, ISTEA2 - CBO Scoring :
Budget Authority 31,288 36,008 36,717 37,350 37,993 38,712 218,068 33,178
Outlays 27,218 30,412 34,567 36,718 37,794 38,878 205,587 29,793
Di . .
BA 1617 2194 2432 2391 2420 2463 13,517 6,743
Outlays 25252 28660 33022 35492 36703 37867 196,996 29,689
Mandatory
BA 29671 33814 34285 34959 35573 36249 204,551 26,435

Outlays 1966 1752 1545 1226 1091 1011 8,591 104



Comparison of House and Senate ISTEA Reauthorizations with Alternative projections
(Outlays in millions)
Six Year Totals: 1998 to 2003

iHR 2400, BESTEA

CBO OMB CBO
OMB CBO Presidents WODI WIDI WIDI
Scoring Scoring Request Baseling Baseline Baseline
Outlays 198,548 204,450 164,369 170,006 170,311 175,794
HR 2400 OMB Scoring
Less
CBO OMB CBO
CBO  Presidents WODI wiIDI WIDI
Scoring Request Baseline Baseline Baseline
Outlays 5902 34,179 28542 28237 22,754

HR 2400 CBO Scoring

Less
! CBO OMB CBO
{ President's WODI wiDI WIDI
| Request Baseline Baseline Baseline
! Outlays . 40,081 34,444 34,139 28,656
S.1173,I1STEA2
: CBO OMB CBO
OMB CBO Presidents WODI WIDI WIDI
Scoring Scoring Request Baseline Baseline Baseline
Outlays 198,183 205,587 164,369 170,006 170,311 175,794
S. 1173 OMB Scoring
Less
’ CBO OMB CBO
CcBO Presidents WODI WIDI WIDI

Scoring Request Baseline Baseline Baseline
Outlays -7.404 33,814 28,177 27,872 22,389

S. 1173 CBO Scoring

Less
CcBO omMB CBO
Presidents WODI WIDI WIDIi

Request Baseline Baseline Baseline
41,218 35,581 35,276 29,793
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LRM ID: JAB417

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001

Tuesday, Aprl 14, 1998

LEGISLATIVE REFERRAL MEMORANDUM

TO: Leglislative Lisison Officer - Ses Distribution below

FROM: James J. Jukes (for) Assistant Director for Legislative Referenceg‘oé‘ ,@’\’
OMB CONTACT: James A. Brown 9,-.

. PHONE: (202)395-3473 FAX: (202)395-3109
SUBJECT: INTERIOR; TREASURY PROPOSED REPORTS TO CONFEREES on HR2400
Bullding Efficient Surtace Transportation and Equity Act of 1998

C
EADLINE: 5:oow /e, 199¢

In accordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on Its relationship to the program of the President. Please advise us if this
item will affect direct spending or recelpts for purposes of the "Pay-As-You-Go" provisions of Title
Xl of the Omnlbus Budget Reconciliation Act of 1990.

COMMENTS: If we do not hear from you by the deadline, we will assume that you have no -
objection to clearance of sither of these reports,
DISTRIBUTION LIST

AGENCIES:

30-EDUCATION - Jack Kristy - (202) 401-8313

12-Appalachian Regional Commission - Guy Land - (202) 884-76874
26-COMMERCE - Michael A. Levitt - (202) 482-31561

29-DEFENSE - Samuel! T. Brick Jr. - {(703) 697-1305

7-AGRICULTURE - Marvin Shapiro - {202} 720-1516

6-AGRICULTURECONG AFFAIRS - Vince Ancsl! (all testimony) - (202) 720-7095
58-INTERIOR - Jane Lyder - (202) 208-4371 :

117 end 340-TRANSPORTATION - Tom Herlihy - (202) 386-4687

19-Councll on Environmental Quality - Michelle Denton - (202) 39/5-6760
18-Council of Economic Advisers - Ligison Officer (vacant) - (202) 39/6-5084
32-ENERGY - Bob Rabben - {202) 586-6718

33-Environmental Protection Agency - Chris Hoff - (202) 260-5414

52-HHKS - Sondra S. Wallace - (202) 690-7780

54-HUD - Jeff Lischer - (202) 708-1793

61-JUSTICE - Andrew Fols - (202) 514-2141

62-LABOR - Robert A. Shapiro - (202) 219-8201 _

76-National Economic Council - Sonyia Matthews - (202) 45/6-2174
85-National Transportation Safety Board - Peter Goslz - {202) 314-6120
118-TREASURY - Richard S. Carro - (202} 622-0650

EOP:
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David J. Worzala
Debra Bond

Adslle Morris
Robert G. Damus
Charles E. Kieffer
Charles Konigsberg
Lise M. Kountoupes
Alice E. Shuffleld
Kim C. Nakahara
Diane R. Montgomery
Devid E. Tornquist
Michael Deich
Theodore Wartsll
Mark J. Schwartz
Kenneth L. Schwartz
Edward H. Clarke
Carling M Jelsma
Cheree D. Peterson
Peter Jacoby

Jeff Forbes
Dorothy Robyn
Rosemarie Dsle
Pamula Simms
Ellen Balis

J C. Crutchfield
Mark A. Weatherly
Ronald M. Cogswell
Paul Bugg

Rich Kodi

Randy Lyon

Mary C. Barth
Cearole Kitti

Janet E. Irwin
EHendr-Balis~
Sgward H,_Clarka

Linda Lance

Edward R. Clark

Louisa Koch

Winifred Y. Chang
Courtney B. Timberlake

EC
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LRM ID: JAB417 SUBJECT: INTERIOR; TREASURY PROPOSED REPORTS TO CONFEREES on
HR2400 Building Efficient Surfece Transportation and Equlty Act of 1988

( . . ]
RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

It your response to this requast for views Is short (e.g., concur/no comment), we prefar that you respond by
o-mail or by faxing us thle response gheet. If the response is short and you prefer to call, please call the
branch-wide line shown below [NOT the analyst’s line) to leave 6 message with a legislative sssistant.

You may also respond by:

{1) calling the analyst/attorney’s direct line (youv will be connectad to voice mail if the analyst doss not
answer); or

(2) sending us 8 memo or fetter
Please include the LRM number shown above, and the subject shown below.

TO: James A. Brown Phone: 385-3473 Fax: 3965-3109
Office of Management and Budget
Branch-Wide Line (to reach legislative assistant): 385-3454

FROM: (Date)

{Name)

(Agency)

(Telephone}

The following Is the response of our agency 1o your request for views on the above-captioned subject:
Concur
— No Objection
No Comment
. 8eo propossd edits on pages

Other:

FAX RETURN of pages, attached to this response gheet
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The Honorable Bud Shiister
Chairman

Committee on Transportation and Infrastructure
U.S. House of Representatives

Washington, D.C. 20515
Dear Chairman Shuster:

I am writing to express the Administration’s views on Federal credit provisions included in the
Transportation Infrastructure Finance and Innovation Act of 1997 (TTF1A), which is part of the
Senate-approved version of the Intermodal Surface Transportation Efficiency Act of 1997.
Similar credit provisions were excluded from H.R. 2400, the Building Efficient Surface
Transportation and Equity Act, as passed by the House. The Administration strongly opposes the
TIFIA credit provisions in the Senate bill and recommends their exclusion from the final
legislation.

The proposed provisions in TIFIA permit (1) the subordination of Federal loans; and (2) direct
and indirect Federal guarantees of tax-exempt obligations. Such financing practices are contrary
to Jong-standing Federal credit policies. As aresult, they put the Federa! government at undus
financia] risk, and discount potentially significant long-term costs to thc Federal government and
to taxpayers. Moreover, the proposed credit provisions could become a bad precedent for other
'ederal credit programs. :

More specifically, the credit provisions in TIFIA would permit the Federal loans to have a
subordinate lien on the projoct revenues that secure the loans. Ths crodit provisions would also
allow the Secretary of Transportation to defer repayments on the Federal loans for up to ten years
if project revenues were insufficient to simultaneously repay investors and the government. The
deferment provision would place our loans, both principal and interest, in jeopardy during the
time that transpartation construction projects are most at risk. This would increase the
Government’s exposure to loss. '

In addition, the TIFIA credit provisions would allow tax-exempt project financing to be Federally
guaranteed, and would also permit Federal lines-of-credit to be used to pay debt service on such
financing, thereby providing a direct Federal guarantee of tax-exempt obligations. Under
existing Federal tax law and Federal financing policies, direct or indirect Federal guarantees of
lx-exempt obligations are prohibited. Such guarantees are generally an inefficient way of
gllocating Federal subsidies. Federally guaranteed tax-cxempt obligations could compete

- directly with Treasury securities, thereby increasing Federal borrowing costs.
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Our concerns about the TIFIA credit provisions cannot be effectively addressed through budget
scoring. The proposed Credit Reform subsidy cost appropriation of $530 million and annual
financing fees would not fully capture all of the costs of the proposed program to the Federal
government. Based on my long experience with financial markets, I would expect that, in order
to compensate for attendant risk, subordinated financing such as that contemplated in TIFIA,

would require a significantly higher yield than is presently proposed.

We look forward to working with you to address Treasury's concerns about this piece of the
overall legislation. The Office of Management and Budget has advised that there is no objection
from the standpoint of the Administration's program to the presentation of this report.

Sincerely,

Robert E. Rubin
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Honorable John H. Chafee

Chairman, Committee on
Environment and Public Works

United States Senate

Washington, D.C. 20510
Hosorable Bud Shuster

Washington, D.C. 2051$
Desr Mr. Chairmen:

As you approach a conference on the important surface transportation legislation in the 105th
Congroess, §.1173 and H.R. 2400, this letter is to expreas certain Interests and concerns of this
Department about these blls. Our concerns relate to the Federal lande highway provisions ag well as
the Wallop - Breaux program provisions in the bill,

Funding

With respect 1o funding for Pederal lands highways, we favor the Senate provisions aver those in the
House bill.

Section 1115

In the Statement of Administration Polioy on §. 1173 last Octobar 8, the Administration
recommended deletion of section 1118, which would unnecessarily expand Federal Lands Program
eligibility 1o Include non-federa! aid eligible roads. We continue to recommend deletion of this
section, for this and other reasons.

Section 1118 would creste & new foderal program, called the Cooperative Federal Lands
Transportation Program. Undey this program — for which $74 million would be appropristed for the
remainder of Fiscal Year 1998 — the Secretary of Transportation would be authorized to provide
money directly to States and counties for projects on highways “owned or maintained” hy States or
counties and thst “croas, are sdjacent to, or lead to federally owned land or Indian reservations.”
Section 1113 further provides for the Statos Lo submit applications to the Secretary of Transportation,
and for the ot"l‘rmq:auﬂmtondnﬂupmjmwbuwudedﬁmdnunderttwprogmm.
We are particularly concerned that section 1118 provides no role for the Secretary of the Interior on
applications by States soeking funds for highway projects within the external boundaries of units of
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the National Park System, National Wildlife Refuge Systam, Indian lands, and lands managed by the
Buresu of Land Management (or for the Secretaries of Agriculture and Defense regarding projects
crosaing lands within their jurlsdiction). Without participation by interior in the assessment of
applications and selection of state and county projects to receive fands under this program, projects
could be developed and fedarl funds awarded to highway projects that cross federal lands and are
incompatihle or inconsistent with the Interior agencies' managemant plans for those lands. Congress'
crestion of s program providing for direct grants of federal funds from the Secretary of
Transportativn directly 10 States and counties could undermine the Secretary of the Intenior’s
authority to manage lands within his jurisdiction in conformity with faderal statutory and regulatory
mandates.

Further, section 1115 does not explicitly incorporate section 4(f) of the Transportation Act, 49
U.S.C. § 303(c), which prohibits the Secrewry of Transportation from epproving federa)
transportation projects and programs that use “publicly owned land of a public park, recreation area,
or wildlife and waterfowl refuge of national, State or locsl significance” unless there is no “faasible
end prudent alternative.” Courts have irerpreted saction A4(f) to apply to any transportation project
that receives federal funds. Becauae section 1115 explicitly provides federal funds for highway
mmwwmmMMguMOthuﬁdmnws, we are concernad that courts
ray Interpret the provision as creating &n exception to section 4(f). Moreover, section 4(f) has not
previously been applied to highway projects across BLM lands, thus, even if 4(f) were to apply 1o
projects funded under the provisions in section 1115, BLM lands would be ot risk.

Thus, we contlmue 1 strongly recommend daletion of section 1115 fram the final ISTEA bill
In addition, failing deletion, we strongly recommend the following:

. Add language in the new section 207(a) of title 23, established by section 1118, requiring
concurrence by the Secretaries of Interior, Agrioulture and Detense in programs affecting
their laods;, we suggest adding in section 207 (a), afer the words “...selected by the
Secretary ", the words “with the concurrence of the Secretary of the agency managing the
affected Federal lands.”

. Add language w section 207 (2), at the ead, to explicitly provide: “Section 4(f) of the
Transportation Act,, 49 U.S.C. §303(c) shall epply to projects funded under this program.”

. Delete the word “oross” frem the now code section 207(a) in section 1115, so that i
program would provide funds ouly for highways leading to federal lands.

Section 1106

Sectien 1106 makes revislons 1o the Federal Lands Highways program. In particular, section 1106
(c) imoludes provisions for greater consistency with the metropolitan and siatewide planning
processes. This language is very similar to language proposed by the Adminisiration last year. We
fully support these provisions and thelr purpose. However. on further consideration, we helieve it
hpmnbbtheh:@mnighbehwpmadbymtowerﬁdapm\ddom of Tite XT of the Alasks
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Nasional Interest Lands Conservation Act (ANILCA), which govern access into and across
conservation system units. It was not the intention of the Administration in proposing language
similar to section 1106 last year, and we do not believe it was the imtention of the drafters of section
llw,mmwhwnﬁumwithoromﬁdeofﬁdem;howevamproteamhnnnyumh
interpretation {n the fisture, we strongly recommend that S. 1173 be amended to add a new subsection
(d) to section 1106 as follows:

(d) Chapter 2 of title 23, United States Code, is amended by inserting after section 218 the
following: “q 219. Nothing in thix Title thall he construed to amend, akter, change, or override Title
XI of the Alasks National Interest Lands Conservation Act”

A similar anisndment could be made to H.R. 2400 by adding s new subsection (£ to section 117,

Wallop-Breaux Ameadments

The Department strongly supports improvements to the Wallop-Breaux program provided by Title

and the extenslon of the direct deposit into the Aquatic Resources Trust
Fund of the gascline fuel taxes attrihutable to outboard motors and small engines. This program is
one of the Nition's most successfl user-pays, user-benefits programs. Through their user fees in the
form of excise taxes, anglers and boaters pruvide funds to the States 1o help addreas fisheries and
aquatic hsbitat restoration projects, boating access and safety programs, wetlands projects, and
aquatic resources education programs for our citizens. We believe the proposad changes build on the
success of this program and provide needed improvements

The Department also sirongly supports_Scoliun 1104(u)}1) of HR. 2400 which directs 1o the
Highway Trust Fund that portion of ths 4.3 cants per gallon and 2.5 cents per gallon of gasoline taxes

attributable 1o outboard motors and small engines. These funds were previously directed to the
General Fund and could not be used to address significant aquatic resources needs. Once these funds
&re deponited into the Highway Trust Fund, they will Sow into the Aquatic Resources Trust Fund and
be used for sport fish restoraton and boating safety projects benefitting the 50 million anglers and
76 million boaters who go fiahing and boating each year and who pay these user fees in the form of
excise taxes.

We strongly recommend that the Conference Committee adopt these positions for the final bill

The Office of Management and Budget advises that there is no objection to the presentation of this
report from the standpolat of the Administration’s program.
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April 6, 1998
MEMORANDUM FOR GENE SPERLING
FROM: Dorothy Robyn
SUBJ: Responses to the "HTF-is-for-Highways" Argument

Proponents of higher spending on surface transportation argue that federal budget decisions, by
restricting outlays from the Highway Trust Fund (HTF) in order to lower the deficit, have broken
an implicit agreement that tax receipts would be fully used for highway and related expenses.
The House and Senate ISTEA bills, in their view, serve to mend this agreement. This memo
summarizes two responses -- the second more controversial than the first -- to this argument.

Response #1: Outlays have Exceeded Receipts

A March 23 briefing paper from the House Budget Committee Democratic Caucus provides
some little known information about HTF account balances, which are a major justification for
raising transportation spending. Contrary to popular belief, the HTF surplus -- currently about
$23 billion ($13 billion from highways, $10 billion from transit) does not result from years of tax
receipts exceeding outlays. In fact, from the HTF's inception in 1956 through 1995, total outlays
from the fund exceeded excise tax receipts by $6.3 billion. Moreover, from 1980 through 1995,
outlays outpaced tax receipts by an even greater $14.2 billion.

The HTF surplus exists largely because of a build-up of account balances in the late 1960s
through the 1970s, which have continued earning compound interest to this day, even though
spending has usually exceeded tax receipts. These balances -- largely the result of deliberate
efforts by the Johnson and Nixon Administrations to control spending on certain non-defense
programs -- increased the HTF surplus from $243 million at the end of 1966 to $12.6 billion at
the end of 1979, a level not reached again until 1997.

From 1980 through 1995, highways fared particularly well, with outlays from the highway
account of the HTF exceeding comparable receipts by $18 billion and exceeding total revenues
(highway account receipts plus interest) by $3.1 billion. (If transit is included, HTF outlays from
1980 through 1995 fell short of total fund revenues by $6.4 billion.) The HTF account balance
fell sharply in 1980 and 1981 but began growing again in 1983, due largely to increasing
balances in the transit account.'

' Although the transit account was not created until 1983, outlays through 1995 fell short of tax receipts by $3.8
billion and by receipts plus interest by $9.6 billion. For the highway account only, outlays from 1956 through 1995
exceeded tax receipts by $10.1 billion but fell short of receipts plus interest by $9.4 billion.



Since 1995, HTF balances have begun to grow more quickly: OBRA93 extended a 2.5 cents per
gallon excise tax instituted by OBRA90 but transferred it from the general fund to the HTF
effective Oct. 1, 1995. That marked a significant departure, because it shifted money that had
not been considered as part of the regular surface transportation authorization. Similarly, the
Taxpayer Relief Act of 1997 included a provision to transfer to the HTF the 4.3 cents per gallon
excise tax that OBRA93 dedicated to the general fund for deficit reduction.

Despite the growing size of these balances, both the House and Senate ISTEA reauthorization
bills would fund surface transportation at (contract authority) levels that far exceed projections
for HTF tax receipts over the next six years, and they even exceed projections for tax receipts
plus interest: The House bill provides for $219 billion in contract authority over six years and
the Senate for $217 billion. But projected excise tax receipts are only $201 billion; receipts plus
interest will total about $215 billion. (These claims don’t hold if one substitutes outlays for
contract authority. Six-year outlays are $203 for the House bill and $201 for the Senate bill.)

Response #2: The General Fund has Spent Money on Highways

The "HTF-is-for-highways" argument conveniently ignores federal spending on highways that
has been paid for from the general fund. In response to a request from Sen. Chafee, GAO on
February 6 released a report stating that from FY57 through FY96, general fund highway
expenses totaled $39.3 billion. Moreover, according to GAO, had those funds come out of the
HTF and the fund been charged interest on its negative balance, the HTF would have a huge
deficit :

If these expenses [$39.3 billion] had been paid through the highway account of the
Highway Trust Fund, the interest that would not have been earned by the highway
account or would have been due to the General Fund of the U.S. Treasury would have
totaled $124.9 billion. Together, General Fund highway expenses and interest not earned
by the highway account or due to the General Fund would have totaled $164.2 billion. If
this amount were deducted from the actual fiscal year 1996 highway account balance of
$11.6 billion, the highway account balance reflecting the impact of not paying any
highway expenditures from the General Fund would have been a negative $152.7 billion.

GAO's figures have been criticized as artificial, in that Congress would have increased revenues
or reduced authorizations to prevent such a shortfall from actually occurring. There is also some
disagreement about how GAO defines a highway expenditure. But, even granting critics the first
point, GAQO’s report suggests that total transportation funding -- including both trust fund and
general fund spending -- has significantly exceeded fuel tax revenues plus interest.



April 14,1998

MEMORANDUM FOR THE PRESIDENT

FROM: LARRY STEIN
GENE SPERLING

SUBJECT: ISTEA BILL
Q

The highway bill now in conference spends approximately $33.4 billion in outlays above
the surface transportation levels proposed in your budget submission. The intent of
Congressmen Shuster and Oberstar is to fund that additional highway spending with the
‘mandatory spending cuts proposed in your budget as offsets for your initiatives. If the
mandatory offsets are insufficient, as they are likely to be, the Speaker has instructed the
conferees to reduce the discretionary spending pot by the amounts needed to offset the rest of the
bill. Coupled with the Senate-passed Budget Resolution’s exclusive reservation of tobacco
proceeds for Medicare Part A, the exorbitant highway funding levels will inevitably exert a
crowding out effect on the already constrained pool of domestic discretionary resources.

If we assume the level of domestic discretionary funding in your budget (a level that is
$60 billion in gross dollars above the discretionary caps), the highway bill would require a 2
percent outlay reduction in the other non-defense accounts and up to a 3.9 percent reduction in
budget authority for fiscal year ‘99. Assuming the caps themselves as a point of reference, the
‘99 cut would be roughly half that, 1 percent in outlays and 2 percent in budget authority. Over 5
years, the cut from the level in your budget would be 5.5 percent in outlays and 6.7 percent in
budget authority. And again, half that 5 year level of cut would apply if the assumed starting
point is the existing caps.

The ultimate endpoint of the highway process is by no means clear. For example, it is
uncertain whether the conference can get a majority of votes for all the offsets proposed in your
budget, with the veterans tobacco offset (more than $10 billion over 5 years) presenting
particular problems. In addition, the House bill contains approximately 1600 “demonstration”
projects portioned out roughly 55% to 45% between Republicans and Democrats. The Senate
bill contains none. Finally, the House bill contains provisions putting highway spending off
budget, thereby allowing the “trust fund” (paid for with dedicated gas taxes) to finance
transportation spending irrespective of budgetary rules or constraints. Any or all of these
questions could cause a delay in the conference’s progress or lost votes or both. Though it is
unlikely that so sought-after a block of funds would be held up for long (especially given that the
current extension of existing funding expires on May 1), there is some possibility that the bill
will not come out of conference with the overwhelming level of support it had in both bodies--
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96-4 in the Senate and 337 to 80 in the House. L

On the other hand, there is a high probability that the biggest public works bill in a
decade will present us with veto proof majorities in both houses at the end of the day. The
ISTEA debate in the early ‘90s devolved into a fight among the various regions of the country
and between donor and donee states. During those years, bitter quarrels over distribution
resulted in extensions and delays without appropriate modernization of the funding formula.
Everyone suffered. The main reason that the bills have moved this year with near unanimity is
that the formula fights have been overwhelmed by the sheer volume of cash. Each state has
gotten at least 93 cents on the dollar and that fix has been available simply because the massive
amount of money made it possible. In short, reducing the overall level of spending could well
thrust both bodies back into another bitter formula fight--a situatiO}mg neither party will accept.
The bottom line is that even if we weré able to sustain a veto, you‘would ultimately be presented .z]x- L.¢
with a highway bill that spends very nearly as much money as this one will.

None of this reduces the threat posed by the bill to your priorities. Cuts of the magnitude
described above will sharply stress virtually every discretionary account. A good public case
about the crowding out effect can be made and would have the potential to erode support for the
bill. In addition, the demonstration projects subject members of both bodies to charges of waste,
greed and fiscal irresponsibility. That such charges would be easily made and resentfully
received is a gross understatement.

Our problem is both optical and real. The bill will harm our priorities now and in the
future. Moreover, there are significant downsides to signing a bill that transparently overspends.
On the other hand, one cannot deny the powerful pent up demand for transportation funding
reinforced by the argument that the Highway Trust Fund, and its dedicated gas tax, are being
misused. At the state level, the appetite for this bill is nearly overwhelming. Labor (Building
Trades) will be vigorously activated against any attempt to slow it down. And members
(Democrats and Republicans) will be incensed at any ascription of “pork” status to their projects,
especially if it comes from the Oval Office.

Options:

As should be obvious from the above, no really good course of action presents itself. We have
discussed, however, the five alternatives presented below:

1. Veto the bill outright casting it as excessive spending that threatens education, health, the
environment and crime reduction. Fight to sustain the veto in the House.

This option is the most straightforward expression of our actual views and would be the most
satisfying choice. It runs headlong into the powerful “trust fund” argument--the contention that
the gas tax is collected to build roads and should be allocated only to build roads. It would
result, almast certainly, in an override unless we choose to reinforce the crowding out argument
with a moral argument against wasteful spending as illustrated by the outrageous 1600
demonstrations. This last is a charge that would build powerful hostility in the House. All
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members, most of whom have alrea(’jy put out their releases taking credit for at least one ér;%:ct,
would see attacks on the demos as direct assaults on their integrity.

1A. A variant on #1. See if Gephardt, Bonior and Frost would help us sustain the veto in the
spirit of blowing up the highway bill as they want to blow up other pieces of sensitive legislation.

This option casts the Republicans as fiscal hypocrites and charges them with intentionally trying
to defund the necessary functions of government. It has the virtue of putting Democrats on the
side of fiscal responsibility and the Republicans on the side of spending tax dollars for pork. The
only problem with it is that Gephardt and Bonior have their projects in the bill. Moreover, they
are both being swayed by Labor, and neither presently wants to stand in the way of this train.

2. Express some reservations about the bill’s high level of spending, but sign it, praising it for
meeting our unaddressed infrastructure needs in an environmentally sensitive way and with
appropriate attention to the various transportation modes.

This option would emphasize the positive wins we did get out of the bill in terms of its
mitigation funding, its investments in mass transit, its safety and health priorities and its
protection of the Disadvantage Business Enterprise program. . Such an approach would remain
silent about the out-year squeeze we would suffer, however, and would appear to ignore
disingenuously the huge block of demonstration projects. It would clearly subject us to charges
of fiscal irresponsibility after you have been very successful in establishing the opposite.

3. Veto the bill as an expression of fiscal responsibility and in opposition to spending education
dollars on highways, but state the veto as a fiscal protest rather than as an actual effort to defeat
an over-ride. -

This could be turned into a substantial public success. It would be a powerful expression of
opposition to waste and would be interpreted (given that Shuster is a nearly perfect foil) as a vote
‘against business as usual in Washington. The potential downside is that a “symbolic” veto could
also be interpreted as an expression of ineffectuality. Charges of failing to back up talk with
action could follow from the press. Moreover, this strategy only deals with the optics of the
issue and does nothing to alleviate the crowding out of discretionary dollars by highways.

4. Create a self-financing, on-budget Transportation Fund employing the revenues provided by
the gasoline tax and funding surface transportation at levels very close to those in the House and
Senate bills. This dedicated fund would be moved outside the discretionary spending caps, and
the caps would be lowered only by amounts reflecting surface transportation spending patterns as
they were in 1998--before the current highway bill.

This approach would solve our crowding-out problems by sustaining overall discretionary
spending at essentially the levels agreed to in last year’s budget. Any growth in highways would
be funded outside the caps. It would be justified on the highly credible ground that the gas tax is
collected to fund surface transportation and ought to be used to fund surface transportation. In
addition, you have already proposed a Transportation Fund in your budget submission, and an
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“off-budget” fund of this type is already included in the House version of thd bill. I"/l

On the other hand, the spending over the amount of the cap reduction would not be offset and
would therefore come out of the surplus. Since your powerful fiscal discipline profile is based in
some measure on your stand against spending any of the surplus until Social Security is
reformed, this option opens obvious vulnerabilities. Although we could attempt to encourage
this outcome without our own active involvement, there is always the danger that it could be
attributed to you. Such an immaculate conception would be difficult to engineer and would
potentially open the door to spending surpluses on tax cuts.

5. Continue to issue negative statements about the highway bill and the long-term investment
squeeze it creates, attempt to get OMB and Legislative Affairs as much involved in the
conference as possible using veiled veto threats behind the scenes to enhance our leverage. Our
objective would be actually try to improve the bill. Use the intervening time between the
Congress’s return and the completion of the conference report to explain the budgetary
consequences of the squeeze and make it clear that the whole process will culminate in a show-
down about education on the Labor, Health and Human Services Bill and about the environment
on the Veterans, HUD, Independent Agencies Bill this fall.

This is the incremental, realistic approach. Though there is relatively little room here for
alleviating the cap compression, there is at least some hope that we might hold the spending level
down. Moreover, this option allows us room to shape each appropriations bill within the context
of a strong education and environment communications strategy. In addition, this option allows
us to recognize the probability that events will change the entire context of budgeting in the near
future. There is no certainty that the discretionary caps will stay where they are. New
possibilities could emerge as well in the future debates about Social Security and Medicare.

Finally, this final approach does the most to preserve positive relations with our friends in
Congress. Certainly, a veto will alienate them. Incrementalism averts that. But in addition, the
almost inevitable battles on appropriations bills in the fall generated by this option should please
those Democrats who are seeking principled fights with the Republicans in an election year.

Recommendation:

There is a slight chance that events, and the difficulty of constructing a paid-for bill, may allow
us to pursue option 1 A--Gephard helping us with a veto and thereby pinning the irresponsible
highway bill on Republicans. The pressence of member projects is the target here, but because
House Democrats have their projects too, this alternative is not highly likely to materialize. In
the absence of this possibility, the majority of your advisors favor option #5, with the caveat that
we should preserve our option to supplement it with the symbolic veto outlined in option #3.
The two are consistent.



Surface Transportation Programs
Mandatory and Discretionary Spending

Enacted
1998
President's Request:
Budget Authority 27,739
Outlays 26,276
CBO WODI Baseline:
Budget Authority 30,747
Outlays 27,178
CBO WIDI Baseline:
Budget Authority 30,747
Outlays 27,179
OMB WIDI Baseline:
Budget Authority 27,789
Outlays 26,447
HR 2400, BESTEA - OMB Scoring
Budget Authority 30,292
Outlays 26,412
HR 2400, BESTEA - CBO Scoring
Budget Authority 30,798
Outlays 27,346
S. 1173, ISTEA2 - OMB Scoring -
Budget Authority 30,771
Outlays 26,244
S. 1173, ISTEA2 - CBO Scoring
Budget Authority 31,288
Outlays 27,218

199

27,741
27,099

30,747
28,277

30,771
28,423

28,231
27,347

34,825
28,992

34,730
30,150

35,959
29,037

36,008
30,412

(dollars in millions)

2000
27,699
27,540

30,747
28,687

30,800
29,235

28,909
28,232

38,763
32,703

38,719
33,805

36,747
33,096

36,717
34,567

2001
27,644
27,674

30,747
28,749

30,828
29,821

29,530
28,788

38,710
35,594

38,866
36,734

37,347
35,271

37,350
36,718

2002
27,624
27,843

30,747
28,558

30,857
30,236

30,166
29,457

38,273
37,057

38,693
37,866

38,038
36,692

37,993
37,794

2003
27,624
27,937

30,747
28,557

30,887
30,900

- 30,815

30,040

38,888
37,790

38,808
38,549

38,786
37,843

38,712
38,878

6-Yr.
Total

166,070
164,369

184,482
170,006

184,890
175,794

175,440
170,311

219,751
198,548

220,614
204,450

217,648
198,183

218,068
205,587



CBO Scoring of Surface Transportation Programs

CBO WIDI Baseline:
Budget Authority
Outlays

Discretionary
BA
Outlays

Mandatory
BA
Outlays

HR 2400, BESTEA - CBO Scoring
Budget Authority
Outlays

Di .
BA
Outlays

Mandatory
BA
Outlays

S. 1173, ISTEA2 - CBO Scoring
Budget Authority
Outlays

Di .
BA
Outlays

Mandatory
BA

Outlays

Mandatory and Discretionary Spending

Enacted
1998

30,747
27,179

1,061
25,213

29,686
1,966

30,798
27,346

1,203
25,231

29,594
2,115

31,288
27,218

1617
25252

29671
1966

(dollars in millions)

6-Yr.

1999 2000 2001 2002 2003 = Total

30,771 30,800
28,423 29,235
1,085 1,114
26,666 27,694
29,686 29,686
1,757 1,541
34,730 38,719
30,150 33,805
714 315
27,770 30,957
34,016 38,404
2,379 2,848
36,008 36,717
30,412 34,567
2194 2432
28660 33022
33814 34285
1752 1545

30,828
29,821

1,142
28,614

29,686
1,207

38,866
36,734

260
33,663

38,606
3,071

37,350
36,718

2391
35492

34959
1226

30,857
30,236

1,171
28,180

29,686
1,056

38,693
37,866

185
34,666

38,509
3,200

37,993
37,794

2420
36703

36573
1091

30,887
30,900

1.201
29,940

29,686
960

38,808
38,549

155
35,296

38,654
3,253

38,712
38,878

2463
37867

36249
1011

184,890
175,794

6,774
167,307

178,116
8,487

220,614
204,450

2,832
187,683

217,783
16,866

218,068
205,587

13,517
196,996

204,551
8,591

6-YR Total
Less
WIDI

Baseline

N/A
N/A

N/A
N/A

N/A
N/A

35,724
28,656

-3,942
20,276

39,667
8.379

33,178
29,793

6,743
29,689

26,435
104



Comparison of House and Senate ISTEA Reauthorizations with Alternative projections

(Outlays In millions)
Six Year Totals: 1998 to 2003

HR 2400, BESTEA

CBO OomMB CBO
OMB (91:{0) President's WODI WID! WIDI
Scoring Scoring Request Baseline Baseline Baseline
Outlays 198,548 204,450 164,369 170,006 170,311 175,794
HR 2400 OMB Scoring
Less
CBO OoMB CBO
CBO Presidents WODI WIDI WIDI
Scoring Request Baseline Baseline Baseline
Outlays -5,902 34,179 28,542 28,237 22,754
HR 2400 CBO Scoring
Less
CBO OMB CBO
President's WODI WIDI WIDI
Request Baseline Baseline Baseline
Outlays - 40,081 34,444 34,139 28,656
S. 1173, ISTEA2
CBO OMB CcBO
OMB cBO President's WODI WIDI WIDI
Scoring Scoring Request Baseline Baseline Baseline
Outlays 198,183 205,587 164,369 170,006 170,311 175,794
S. 1173 OMB Scoring
Less
CBO OoMB CBO
cBO Presidents WODI WIDI WIDI
Scoring  Request Baseline Baseline Baseline
Outlays -7,404 33,814 28,177 27,872 22,389
S. 1173 CBO Scoring
Less
CBO OomMB CBO
Presidents WODI WIDI WIDI
41,218 35,581 35,276 29,793

~—
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

April 1, 1998
(House Floor)

STATEMENT OF ADMINISTRATION POLICY

(THIS STATEMENT HAS BEEN COORDINATED BY OMB WITH THE CONCERNED AGENCIES.)

H.R. 2400 - Building Efficient ac ortation and Equity Act
(Shuster (R) PA and 118 cosponsors)

Reauthorization of the Nation’s surface transportation programs is a top Administration priority.
The Administration is pleased that HR. 2400 is a six-year bill that reflects many of the
Presxdcnt’s pnormw As the President stated in his letter of March 28, 1998 however, he has

mvestments in our future. The AdmmJStratlon urges the House to reduce thc spcndmg levels i in

H.R. 2400 and fully offset any new spending with acceptable proposals.

The Administration strongly supports the Spratt amendment, which would extend the current
highway and mass transit programs until July 1, 1998, ensuring that important construction
projects proceed uninterrupted. This will provide sufficient time for completion of a budget
resolution, making clear the offsets required by the high levels of funding called for in this bill.

We are pleased that BESTEA. includes many of the provisions advanced by the President last
spring. There are significant and solid areas of agreement. BESTEA builds upon the successes
of ISTEA by retaining the basic program structure for transit and core highway programs,
including the bridge program, as well as continuing the effective metropolitan and statewide
planning processes. The bill retains ISTEA’s highly successful environmental programs, and
firmly supports Intelligent Transportation Systenas technologies.

Funding Levels and Off-Budget Treatment. H.R. 2400 would increase surface transportation
authorizations significantly above the President’s request - increasing surface transportation
outlays during 1998-2003 by at least $34.2 billion above the President’s request. Yet H.R_ 2400
does not identify any offsets. Without offsets, severe cuts in other domestic discretionary
spending programs would be required over the next five years in order to realize fully the
authorized levels of transportation spending.

_ 1y funded from discretionary spen it will force billions of
dollars of addlt nd those already required t hve in the . If such cuts
were made, the Prcsident’s request for nondefense discretionary programs would be reduced by
$31 billion over five years -- with serious consequences. For example, compared to the
President’s request 50,000 - 100,000 fewer children would participate in Head Start over 5 years;
WIC would be cut by $431 million over 5 years, with an average of 100,000 fewer people
assisted each year; Superfund would be cut by $166 million over 5 years; 138,00 fewer low-
income students would receive Pell Grants over 5 years; 39,000 fewer AIDS victims would be
assisted through the Ryan White program over 5 years; and an average of 572 fewer border patrol
agents would hired each year.
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Jt would be extremely difficult for the Congress to find acceptable offsets for this additional
spending. To illustrate, the Senate-reported Budget Resolution identified $16 billion in
mandatory offsets for transportation spending - offsets that the President had proposed for
funding vital initiatives in education, research, veterans® benefits, food stamps, environmental
programs, and other domestic discretionary programs. Even these offsets would provide less
than half the amount needed to pay for the increases in H.R. 2400.

We have moved our Nation from a decade of enormous deficits into an era of strong economic
growth and budget surpluses — due in part to the fiscal discipline required when making critical
resource tradeoffs under a unified budget. We strongly oppose any provision that would drain
anticipated budget surpluses prior to fulfilling our commitment to save Social Security first.
The Administration also has serious concerns about the provision in H.R. 2400 which would
move the Highway Trust Fund off-budget.

Demonstration Projects. The Administration believes that individual States are best able to
define high priority transportation projects. The Administration has serious concerns regarding
the number of earmarked projects in the bill and the unprecedented $9 billion in mandatory
spending over six years for so-called “high priority” projects. This level of earmarked projects
circumvents the usual State planning and selection process, undercutting key themes of ISTEA,
including public participation, analysis of alternatives, and envirommental review. This is not an
appropriate way to allocate billions of dollars of public resources.

Disadvantaged Business Enterprises. The Administration strongly opposes the Roukema

~ amendment, which would effectively repeal ISTEA’s disadvantaged business enterprise (DBE)
goals for highway and transit projects. First enacted in 1987, the DBE program sets out a 10
percent goal for all federa) highway contracts to go to disadvantaged business enterprises. It is
essential to continue equal opportunity in competition for transportation contracts.

Safety Concerns. The bill's safety provisions should be strengthened by mandating a .08
percent blood alcohol level as the national standard for drunk driving; enacting a strong
companion program to combat drugged driving; prohibiting open containers of alcohol in motor
vehicles; and encouraging States to improve their seat belt usage rates to 85 percent or enact
primary seat belt laws.

Environmental Concerns. The bill’s provisions regarding the National Environmental Policy
Act (NEPA), which the Administration strongly opposes, should be deleted. The Administration
particularly opposes the proposed pilot program delegating the statutory authorities of Federal
agencies to States. The Department of Transportation should continue to be responsible for
ensuring that the environmental impacts of projects are considered from a national perspective.
Moreover, these provisions would have the negative effect of actually delaying project
implementation and reducing the opportunities for public participation. In addition, the bill
should extend Congestion Mitigation and Air Quality Improvement (CMAQ) program funding
eligibility to potential non-attainment areas that may result from the recently promulgated Clean
Air Act standards. ' :
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Other Major Concerns. The Administration will also seek amendments to H.R. 2400 in the
House or in Conference to address the concemns described below and in the Attachment.

. The bill should increase the funding for, flexibility of, and number of Access to Jobs
projects. The current limits on the number and design of projects and low funding levels
will make it difficult for States and communities to succeed in moving people from
welfare to work.

. The bill should increase the ability of States to leverage their transportation resources by
including the State infrastructure baok and credit enhancement provisions as proposed
by the Administration. The Administration, however, strongly opposes any provision that
would permit direct and indirect Federal guarantees of tax-exempt obligations and the
subordination of Federal loans for certain transportation projects in contravention of
longstanding Federal credit policies.

. The provision Limiting transit preventive maintenance aod small wxbanized area operating
assistance to $400 million per year should be deleted.

. The bill should authorize the full $161 million requested for National Park roads and
parkways. The funding levels currently authorized in the bill are inadequate to support
these inportant programs.

. The bill should include a provision allowing employers to offer their employees transit
and vanpool benefits in lieu of compensation, thus making the tax treatment of transit and
vanpool bepefits the same as for parking benefits under the Internal Revenue Code.

. The bill should extend the excise tax incentives for ethanol (but without phasing down
the rates of the benefits), thereby supporting the use of alternative fuels to improve our
Nation’s air quality.

Pay-as-you-go Scoring

H.R. 2400 would increase direct spending by $8.3 billion above the baseline over six years.
Most of this increase in mandatory spending would result from the over 1,400 demonstration
projects included in this bill. Without any mandatory offsets, if this spending were scored on-
budget as it should be, the bill would resuit in a sequester of mandatory programs as required by
the Budget Enforcement Act A sequester would result in across-the-board cuts in programs
such as Medicare, Guaranteed Student Loans, programs of the Commodity Credit Corporation,
Social Services Block Grants, and Extended Unemployment Bepefits.

*k kK ok k kox
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Attachment
a ith H.R. 24

The Administration urges the House to address the following additional concerns with
H.R. 2400.

The Administration recommends that H.R. 2400 be amended to:

. Delete the provisions in Title IX authorizing the Secretary to provide direct loans and
loan guarantees totaling $5 billion for rail purposes. The Administration strongly opposes
establishing a separate program for providing credit to private railroads. Further, a
number of provisions in Title IX are either inconsistent with the Federal Credit Reform
Act of 1990 or conflict with OMB guidance for budgeting and maraging credit programs.

. Include “one-call” underground utility damage prevention provisions.

. Delete the provision for transferability of CMAQ and Transportation Enhancements
funding to other highway program categories.

. Require consideration of the seven planning categories proposed by the Administration in
order to promote consistent local planning and decision making for highway and mass
transit projects.

. Retain ISTEA’s current financial feasibility requirements for transportation plans.

. Provide adequate funding for the administrative and operations expenses of the Federal
Highway Administration. (Funding levels currently in the bill would require large
reductions in agency operations, and probably mandate reductions-in-force.)

. Reauthorize the Hazardous Materials Transportation safety program.

. Ensure that investments in highway and transit spending are balanced by investment in
intermodal research and technology.

The Admipistration would strongly oppose amendments that would weaken the Transportation
Department’s ability to promote highway safety, or any selective exemptions from, or
definitional changes to, Federal truck size and weight limitations, hazardous materials standards,
hours of service requirements, or whistleblower protections, as such changes would constitute a
threat to all motorists.

The Administration would strongly oppose any amendments to weaken: (1) the National
Environmental Policy Act; (2) the Congestion Mitigation and Air Quality Improvement Program;
or (3) the Clean Air Act, or their implementation.

The Administration is also committed to retaining ISTEA’s labor standards and employee
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protection requirements afforded working people on federally assisted projects (including those
assisted by State infrastructure banks), and would oppose any amendments repealing ot limiting
these protections. The Administration would oppose changing the transit formula by adopting
any form of minimum allocation for trapsit.

Finally, H.R. 2400's provisions regarding spectrum for the Intelligent Transportation System are
consistent with the Administration's proposed bill. If these provisions were enacted, the
Department of Transportation would work within the Inter-Department Radio Advisory
Committee to satisfy spectrum requirements in an efficient and effective manner.

FH &+ E %
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CONGRESSIONAL BUDGET OFFICE June E. O'Neill
U.5. CONGRESS Director
WASHINGTON, Q.C. 20515

April 9, 1998

Honorable Pete Domenici
Chairman

Committee on the Budget
United States Senate
Washingron, D.C. 20510

Dear Mr. Chairman:

As you requested, the Congressional Budget Office has prepared the enclosed
cost estmate for S. 1173, the Intermodal Surface Transportation Efficiency
Act of 1998.

If you wish further details on this estimate, we will be pleased to provide them.
The CBO staff contacts are Clare Doherty (for the federal costs of highway,
safery, rail and research programs), who can be reached ar 226-2860,
Kristen Layman (for the federal costs of wansit programs), who can be reached
at 225-3220, Marjorie Miller (for the state and local impact), who can be
reached at 225-3220, and Pear! Richardson and Alyssa Trzeszkowski (for
federal revenues), who can be reached at 226-2691.

Sincerely,

AL/

June E. O’Neill
Loc

Enclosure

cc:  Honorable Frank R. Lautenberg
Ranking Minority Member
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Honorable Pete Domenici

Page 2

Honorable John H. Chafee
Chairman
Committee on Environment and Public Works

Honorable Max Baucus
Ranking Minority Member
Comminee on Environmenr and Public Works

Honorable Alfonse M. D’Amaro
Chairman _
Comminee on Banking, Housing, and Urban Affairs

Honorable Paul S. Sarbanes
Ranking Minority Member
Commintec on Banking, Housing, and Urban Affairs

Honorable John McCain
Chairman
Committee on Commerce, Science, and Transportation

Honorable Erest F. Hollings
Ranking Democrat
Committee on Commerce, Science, and Transportation

Honorable William V. Roth, Jr.
Chairman
Commirtee on Finance

Honorable Daniel Patrick Moynihan
Ranking Minority Member
Committee on Finance
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COST ESTIMATE

\ CONGRESSIONAL BUDGET OFFICE
( J

April 9, 1998

S. 1173
Intermodal Surface Transportation Efficiency Act of 1998

As agreed to by the Senate on March 12, 1998

SUMMARY

S. 1173 would reauthorize the Intermodal Surface Transportation Efficiency Act of 1991
(ISTEA) for the years 1998 through 2003. For that six-year period, the bill would provide
conrract authoriry totaling $171.3 billion for the Federal Highway Administration (FHWA),
$1.] billion for the Narional Highway Traffic Safery Administration (NHTSA), and
$31.5 billion for the Federal Transit Adminismation (FTA). H.R. 2400 also would authorize
the appropriation of $12.5 billion—in addition o amounts already appropriated for
1998—for the 1998-2003 period for programs managed by the Department of Transportation
(DOT).

Of the $204 billion in contract authority that would be provided by this bill, $4.1 billion
would be for spending that is exempt from annual obligation limitavions. The exempt
spending would be for the proposed minimum guarantee program, which would replace an
existing program called minimum allocation. (Another exempt program, emergency relief,
is permanently authorized at $100 million a year; S. 1173 would not change that
authorizaton.)

CBO esumates that outlays for programs covered by this legislation would grow from an
estimated $27 billion in 1998 to close 10 $39 billion in 2003. Relative to CBO’s current-law
projections, S. 1173 would result in an additional $34 billion in outlays over the 1998-2003
period, assuming appropriations action consistent with the obligation and authorization Jevels
specified in the bill. (Those current-law projections do not assume future appropriations for
discretionary programs.)

S. 1173 would reaurhorize the State Infrastructure Bank Program (SIB) and includes the
Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA), which would
establish a new transportation credit program. The Joint Commintee on Taxation (JCT)
expects that both of these programs would probably result in an increase in tax-exempt
financing and a consequent loss of federal revennes. JCT estuimates revenue losses over the
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1999-2003 period of $28 million for SIB and $225 million for TIFIA. The bill would alsb
impose fees on the recipients of credit provided under TIFIA, and would require that those
fees be recorded in the budger as “‘miscellaneous receipts” (revenues). CBQ estimates that
the TIF1A fees would increase federal revenues by $225 million over the 1999-2003 period,
offsetting the TIFIA-related revenue loss. Other provisions of the bill would also affect
revenues. On balance, the net change in revenues through 2003 would be a loss of
$16 million. _

Because S. 1173 would affect direct spending and receipts, pay-as-you go procedures would
apply. S. 1173 contains intergovernmental mandates as defined in the Unfunded Mandaies
Reform Act of 1995 (UMRA), bur they would not impose costs on stare, local, or tribal
govemnments in excess of the threshold established by that act ($50 million in 1996, indexed
annually for inflation).

DESCRIPTION OF THE BILL'S MAJOR PROVISIONS

Titles I and IT of S. 1173 would reauthorize FHWA's federal-aid highways program. For the
components of the program thar are subject to annual obligation limitations, the bill would
provide contract authority of $23.8 billion in 1998, $27.7 billion in 1999, $28.1 billion in
2000, $28.6 billion in 2001, $29.0 billion in 2002, and $29.5 billion in 2003. (Those amounts
include a total of $530 million over the six years for credit subsidies under TIFIA.)

Title I would establish a new funding mechanism for apportioning some of the highway
funds 1o states. The new program would be called “minimum guarantce;” it would replace
an existing apportionment process known as “minimum allocation.” Some of the funds
provided under the minimum guarantee program would be exempt from annual obligation
limitations.

Because the emergency relief program is permanently authorized under current law, its costs
of $100 million a year are not included in the above tortals for contract authoriry that would
be provided by S. 1173.

Title Il would reauthorize NHTSA’s highway safety programs and FHWA's motor carrier
safety program. The bill would provide contract authority of $171 million in 1998,
$183 million in 1999, $188 million in 2000, $185 million in 2001, $190 million in 2002, and
$199 million in 2003 for the NHTSA highway safery program. The bill also would authorize
appropriations of $372 million over the 1998-2003 period for operations and research at
NHTSA, and $12 million over the same period for NHTSA to maintain the national driver
register, which contains the driving records of individuals. In addition, S. 1173 would

2
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provide contract authority of $90 million in 1998, $110 million in 1999, $107 million in
2000, $104 million in 2001, and $100 million in 2002 and 2003 for FHWA’s mortor carrier
safety program.

In addition to the authorizations of appropriations noted above, S. 1173 would authorize the
appropriation of $2.7 billion for highway, highway safety, and rail programs, and
$106 million for two existing programs conducted by the Research and Special Programs
Administration (RSPA) over the 1998-2003 period.

Title V would authorize federal mass transit programs for fiscal years 1998 through 2003.
Over that six-year periad, S. 1173 would provide contract authority—from the Highway
Trust Fund—tortaling $17.3 billion for the wust fund share of expenses and $14.2 billion for
the major capital investment program. In addition, the bill would authorize the
appropriation—from the general fund of the Treasury—of $9.7 billion over fiscal years 1998
through 2003 for a variery of wansit programs. (Of that amount. approximarely $400 million
has already been appropriated for 1998.) S. 1173 would retain almost all of the transit
programs and formulas for dismriburing funds that were authorized in ISTEA. The bill also
would rerain all of the existing set-asides for administrative expenses, programs for the
elderly and disabled, and university transportation center programs. In addition, the
legislation would authorize two new transit activities: an access-10-jobs program and a clean
fuels program.

Title VI would extend Highway Trust Fund excise taxes through fiscal year 2005 and make
several other changes that would affect federal revenues.

S. 1173 would require the Secretary of Transportation to complete numerous studies and to
submit subsequent reports. In additicn, the bill would require the General Accounting Office
(GAO) 10 conduct several highway and transit studies.

Other provisions would not have any significant budgetary impact and are not discussed in
this estimate.

ESTIMATED COST TO THE FEDERAL GOVERNMENT

CRO estimates that ouflays under S. 1173 would toral about $206 billion over the 1998-2003

period. Of that amount, $197 billion would be discretionary outlays and $8.6 billion would
be direct spending outlays.
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The estimated budgetary 'impacr of S. 1173 is shown in the following table. The projections
of baseline spending under current law cover the highway and transit programs that were
authorized in ISTEA.

By Fiscal Year, in Millions of Dollars

1998 1999 2000 2001 2002 2003
DIRECT SPENDING

Baseline Spending Under Currear Law

Estimated Budger Authority 29,686 29,686 29,686 29,686 29,686 29.686

Estimared Outlays 1,966 1,757 1,541 1,207 1,056 960
Proposcd Changes

Esumarted Budger Autharity -15 4,127 4,698 5,272 5,886 6,563

Esumated Ourtlays 0 -6 4 19 35 S0
Total Spending Under S. 1173

Estumated Budger Authority 29,671 33,814 34,385 34,959 35,573 36,249

Estimated Outlays 1,966 1,752 1,545 1,226 1,091 1,011

SPENDING SUBJECT TO APPROPRIATION

Spending Under Current Law
Budger Authoniry * 1,036 0 Q 0 0] 4]
Estimated Outfays 25,197 26,300 26,976 27,696 28,134 28,806
Proposed Changes
Estimated Authorization Level S71 2,194 2,432 2.39] 2,420 2,463
Estimated Ourtlays 56 2361 _ 6,046 7,796 §,570 9,062
Total Spending Under S. 1173
Esumared Authorization Level 1,617 2,194 2,432 2,391 2,420 2,463
Esrimnated Outlays 25,252 28,660 33,022 35,492 36,703 37,867
CHANGES IN REVENUES
Estimated Revenues® .0 -13 6 6 -12 -3

a  Tnc 1998 icvcl o the amount appropriaicd for that year.
b Negalive numbers denote an ciliMaicd 1055 of fevenucs, positive fumpers denole «n iNCTctac 1B [TVCnues.

Of the $197 billion in total estimated outlays subject 1o appropriation, about $189 billion
would come from contract authority, and $8 billion would come from amounts aurhorized
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1o be appropriated by S. 1173 or already appropriated in prior years. The cosis of this
legislation fall within budget function 400 (transportation).

Enacting S. 1173 also would affect revenues. JCT estimates thar the authorization of
TIFIA—the new transportation credit program—and the reauthorization of the SIB program
would increase Jevels of tax-exempt debt, resulting in a loss of revenues 1o the federal
government totaling $253 million over the 1998-2003 period. CBO estimates that fees
collected under the TIFIA provisions would increase revenues by $225 million over the same
period. Provisions in Title VI would increase revenues by $12 million over the period,
resulting in a net loss in revenues of $16 million from 1999 through 2003.

BASIS OF ESTIMATE

Implementing S. 1173 would affect direct spending, spending subject to apprapriarion. and
governmental receipts (revenues). [n particular, the bill would provide $204 billion in
contract authority (a form of direct spending) from 1998 through 2003 for the federal-aid
highways program, the NHTSA safety grants program, the FHW A motor carrier safety grants
program, and all FTA programs. The figures in the above table include an additional
$600 million in contract authority for the emergency relief program; that funding is provided
under current law. Most of the outlays from this contract authority would be controlled by
annual obligation limirations imposed through the appropriation process. All of the projected
outlays controlled by approprniation action, whether from appropriated budget authority or
annually limited contract authority, are shown in the table under “Spending Subject 1o
Appropriation.” Because a portion of the new minimum guarantee program would be exempt
from obligation limitations, some of the outlays for that program as well as the outlays from
emergency relief are included in the table under "Direct Spending.”

Direct Spending

S. 1173 would authorize funding for a new federal-aid highways activity that would be partly
exempt from obligation limitations—the minimum guaraniee program. Under this
legislation, $4.1 billion in spending authority for the minimum guarantee would be exempt
from obligation limitations over the 1998-2003 period. In addition, $600 million for the
emergency relief program would continue 1o be exempr from obligation limitations over the
same period (as is the case under current law).

Minimum Guarantee. Under procedures specified in the Balanced Budget and Emergency
Deficit Conrtrol Act, the baseline projections assume continued funding for the minimum

S
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allacation program (which would be replaced by minimum guarantec funding). The amount
of the minimum guarantee program that would be exempt from the obligation limirations
would be equal 1o the amounts projected for the minimum allocation program in the
March 1997 baseline: $639 million for 1998, $654 million for 1999, $670 million in 2000,
$687 million in 2001, $704 million in 2002, and $721 million in 2003. CBO assumes that
this new program would have the same obligation rates and outlay rates as projected for the
existing minimum allocation program.

Emergency Relief. The emergency relief program, the other federal-aid activity under
current law that is exempt from obligation limitarions, is permanently authorized. S. 1173
would not change the emergency relief program, which receives $100 million each year.

Other. This bill would give the Secretary of Transportation the authoriry to establish
separate funds in the U.S. Treasury to collect payments and revenues from nongovernmental
organizations. This would affecr direct spending through the collection of offsetting receipts
and the subsequent spending of those receipts. CBO cstimates that the net direct spending
effects would be negligible in each year.

The bijll also would reduce the contract authority for NHTSA'’s waffic safety program in 1998
by $24 million. This reduction in the contract authority for 1998 would require a reduction
in 1998 obligations because there are no unobligated balances in the NHTSA account. CBO
estimates that the reduction in obligations in 1998 would reduce outlays from direct spending
by $16 million over the 1998-2003 period.

e

Spending Subject to Appropriation

For purposes of this estimate, CBO assumes that the amounts authorized for highway
programs would be appropriated for each fiscal year. Outlay estimares for all of the spending
subject to appropriation are based on historical spending parterns for the affected programs.
Because most of the outlays from contract authority are governed by annual obligation
limitations in appropriation acts, they are discretionary and are included in the table as
estimated outlays subject 10 appropriation. To estimate such outlays, CBO used the obligation
limitations specified in the bill. For example, the bill’s obligation limitation for federal-aid
highways for 1998 is identical 1o the obligation limitation established in the Department of
Transportation and Related Agencies Appropriation Act of 1998 (Public Law 105-66). For
programs that do not have obligation limitations specified in the bill, we assume that
obligarions would be equal 1o the contract authority provided in each year, except that the
1998 obligation limirations established in Public Law 105-66 would apply.



04-08-88 O07:14pm  From-CONGRESSIONAL BUDGET OFFICE 2022262988 T-850 P.10/158  F-240

Of the $12.5 billion in authorizations of new appropriations, the bill would allacate
$2.7 billion for new highway, highway safety, and rail programs, $384 million for existing
NHTSA programs, $106 million for existing RSPA programs, and $9.3 billion for transit
programs.

Highways, Highway Safery, and Rail. S. 1173 would authorize several new highway
acuvities subject to the obligartion limitation for federal-aid highways. The two biggest new
programs are called “minimum guarantee™ and “ISTEA wansition.” (Part of the minimum
guarantee program 1s direct spending and was discussed abave.) The amounts of coniract
authoriry that would be provided for these programs are based an formulas specified in the
bill and were calculated by FHWA. In calculating the projections used for this cost estimare,
FHWA used factors from the fall of 1997.

For the minimum guaranice program, we estimate that the gross annual levels would be
$1.2 billion for each of fiscal years 1998 and ]1999, $1.3 billion a year for 2000. 2001. and
2002, and $1.5 billion for 2003. Of these amounts, the exempt portions identified above
(equal to about half of the program’s spending) would result in direct spending, while the
remainder would be subject to the annual obligation limitations for federal-aid highways.

The amounts of contract authority estimated for ISTEA transition are $872 million for 1998,
$880 million for 1999, $884 million for 2000, $867 million for 2001, $757 million for 2002,
and $658 million for 2003.

Another new program that would be conmrolled by federal-aid obligation limitations is safety
belt incentive grants. Over the 1998-2003 period, S. 1173 would provide $400 million in
contract authority for such grants. In addition, the bill would require the Secretary of
Transportation to calculate the budgetary savings relating to federal medical costs, including
savings in the Medicare and Medicaid programs, atiributable 1o increased seat belt usage, and
distribute those savings to the states that had caused those budgetary savings. Any additional
tunds provided 1o states under this authority would be direct spending. But CBO expects that
additional spending, if any, would be negligible because the likelihood that the provisions
of the bill would significantly increase seat belt usage is small and the impact of any change
in sear belt usage on Medicare and Medicaid spending would likely be negligible and
difficult to identify.

S. 1173 would authorize the appropriation of $2.7 billion over the 1998-2003 period for new
highway, highway safety, and rail programs. The bill would authorize appropriations totaling
$750 million 1o states for trade corridor and border crossing grants, $300 million for the joint
partnership for advanced vehicles program, $100 million for the ferry and ferry terminal
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program, $950 million for magnetic levitation grants, and $600 million for a variety of other
programs.

In addition, the bill would authorize the appropriation of such sums as are necessary for
transportation assistance for Olympic cities. Based on information from the United States
Olympic Committee and Congressional sources, we estimate that costs would toral
$335 million over the 1999-2003 period. Funds would be used primarily for building roads,
as well as for aviation and uransit needs.

Tranpsit. Over the 1998-2003 period, S. 1173 would authorize the appropriation of
$9.7 billion for wansit programs, of which abour $400 million has been appropriated for
1998. In addition, $200 million has already been appropriated for the Washingion
Metropolitan Area Transit Authority (WMATA).

The bill would authorize the appropriation of $250 million for a new access-to-jobs program
for each fiscal year from 1998 through 2003. For the other new program—the clean fuels
ininative—the bill would authorize funding of $200 million each year, of which $100 million
would be contract authority and $100 million would come from appropriations. Outlay
cstimatess are based on historical spending rates for formula programs.

Research and Special Programs Administration (RSPA). S. 1173 would reauthorize the
hazardous materials program within the RSPA research and special programs account. The
bill would authorize the appropriation of $100 million over the 1998-2003 period. In
addition, S. 1173 would authonze the appropriation of $6 million over fiscal years 1999 and
2000 for the RSPA’s one-call notificarion program.

Miscellapeous. S. 1173 would authorize subsidy appropriations of $530 million over the
1998-2003 period for the proposed TIFIA credit program. In addition, the bill would require
DOT to conduct numerous studies and publish subsequent reports. CBO estimates that the
cost of completing the studies and preparing the reports would be several million dollars each
year. Finally, the bill would require GAO 1o complete studies and subsequently publish
reports. According to GAQ, the cost of completing these studies and reports would not be
significant.

Revenues
Title I of S. 1173 would provide for a federal credit program for such facilities as border

crossings, muliistate wrade comdors, intermodal facilities, toll roads, and other facilities that
generate their own revenue sireams through user charges. The credit program, which is

8
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intended 1o complement other funding and 1o leverage private co-investment, could include
secured loans, loan guarantees, and lines of credit, up to a maximum amount of credit
ranging from $1.2 billion in 1998 to $2.0 billion in 2003. That program is expected 1o
leverage new issues of 1ax-exempt bonds and result in a net increase in the volume of
outstanding tax-exempt debt. The Joint Commirtee on Taxation estimates that this program
would result in revenue losses totaling $225 million over the 1999-2003 period.

The bill would also establish annual fees to be paid by the recipients of credit under the
proposed TIFIA credit program. The fees would be based on a percentage of the average
amount of outstanding federal credit. Under the Federal Credit Reform Act, such fees would
generally be considered to be a pan of the credit financing and would be incorporarted in the
subsidy estimates. S. 1173, however, would direct that collections of the TIFIA fees be
deposited in the general fund of the Treasury as “miscellaneous receipts” (revenues). CBO
estimares that the TIFIA fees would increase revenues by $225 million over the 1999-2003
period, exactly offsetting the estimated loss in revenues from additional tax-exempt financing
under TIFIA. |

Tirle I would also reauthorize the State Infrastructure Bank Program (SIB). The SIB program
allows states (o elect to use federal-aid highways funds, subject 10 the obligation limitation,
1o provide capitalization for SIBs. Funds in a SIB provide credit enhancements and serve as
a capital reserve for bond and debt financing for infrastructure projects that are expected 10
generate their own source of funding duning operation. This program also allows states, with
the consent of the Secretary of Transportation, to enter into intersiate compacts 1o provide
for the financing of multistate projects. The reauthorization would also give states greater
flexibility in determining the amount of federal funds they can use ta capitalize SIBs., We
anticipate that the projects financed through SIBs would be financed primarily with tax-
exempt debt, thus increasing the total volume of 1ax-exempt debt and reducing federal
revenues. The !oint Commirtee on Taxation estimates thar this program would result in
revenue losses totaling $28 million over the 1999-2003 period. :

The Senate Finance Commiree’s substitute amendment 1o S. 1173, which was adopted as
Title V1 by the Senate, would extend the Highway Trust Fund excise 1axes through 2005, and
bath the income tax credit for ethanol and the ethanol excise tax exemptions through 2007.
These changes would increase revenues by $44 million over the 1999-2003 period. Other
major provisions in the amendment would create tax-exempt bonds for privare-sector
construction of highways and would delay the indexing for all qualified ransponarion
benefirs in 1999, resulting in a net revenue loss of $32 million over the 1999-2003 periad.
Together, the provisions in Tide VI would result in a net increase of $12 million in revenues
over the 1999-2003 penod.
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In addition, S. 1173 would increase some of the penalties and fines for violations of highway
safety regulations. CBO expecis that the increase in collections as a result of these changes
would not be significant.

PAY-AS-YOU-GO CONSIDERATIONS

Section 252 of the Balanced Budget and Emergency Deficit Contral Act of 1985 sets up
pay-as-you-go procedures for legislation affecting direct spending or receipts. The net
changes in outlays and governmental receiprts thar are subject 10 pay-as-you-go procedures
are shown in the following table. For purposes of enforcing pay-as-you-go procedures, only
the effects in the current year, the budger year, and the succeeding four years are counted.
Also, only changes in direct spending outlays and changes in receipits are subject 1o
pay-as-you-go requirements; the discretionary outlays from contract authority subject to
obligation limitations are not included as pay-as-you-go effects because those ourlays are
controlled by appropriation acts.

By Fiscal Year, in Millions of Dellars
1998 1999 2000 2001 2002 2003 2004 200S 2006 2007 2008

Changes 1n outlays 0 -6 4 19 3s 50 67 & 101 119 184
Changes 1n receipts o -13 6 6 -12 -3 37 9 -6 -1 -20

ESTIMATED IMPACT ON STATE, LOCAL, AND TRIBAL GOVERNMENTS

S. 1173 contains mandates as defined in UMRA, but they would not impose costs on stare,
local, or tnibal governments in excess of the threshold established by that act ($50 million in
1996, indexed annually for inflation). One section of this bill would limir the liability of an
employer requesting safety performance records on job applicants and of persons providing
such information. This section would impose a mandate on state governments by preempting
any contradictory state laws. Another mandate might be imposed by the section of the bill
extending the reach of federal motor carrier safery regulation 1o cover small vehicles
transporting passengers for compensation. This could affect a small number of vehicles
operated by state or locai governments.

10
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PREVIOUS CBO ESTIMATES ‘

On October 7, 1997, CBO provided a cost estimate for S. 1173, as reporied by the Senate
Committee on Environment and Public Works on October 1, 1997. The bill as adopted by
the Senate includes funding for transit programs, highway safety programs, and research and
special programs, which was not in the reported version. The Senate-approved bill also
incorporales additional amendments that would affect federal revenues. and highway
spending.

On January 23, 1998, CBO provided a cost estimate for S. 1271, the Federal Transit Act of
1997, as reported by the Senate Comminee on Banking, Housing, and Urban Affairs on
Ociober 8, 1997.

On November 7, 1998, CBO provided a cost estimate for S. 1115, as ordered reported by the
Senate Committee on Commerce, Science, and Transportation on November 4, 1997. That
version of S. 1115 1s identical 1o the one-call notification authorization language passed by
the Senate.

On March 27, 1998, CBO provided a cost estimate for H.R. 2400, as reported by the House
Comminee on Transportation and Infrastructure on March 25, 1998. S. 1173 would
reauthorize many of the same programs that are covered by H.R. 2400; however, S. 1173
contains some additional autharizations of appropriations and a transportation credit program
that are not included in H.R. 2400. There are several other differences between H.R. 2400
and S. 1173. For example, the two bills have significanily different effects on ourtlays from
direct spending. In particular, H.R. 2400 would increase the portion of federal-aid highways
spending that is exemprt from annual obligation limitations by more than $8 billion over the
1998-2003 period, relative to the current law baseline, while S. 1173 would increase outlays
from direct spending by only abour $100 million over the same period. On the other hand,
S. 1173 would establish higher obligation limitations for highway spending.” In-total; CBO -

cesumates that outlays—from borh direct spending and appropriation action—would be -
-$205.6 billion over the 1998-2003 peniod for S. 1173 and $204.4 billion over the same periad -

for H.R. 2400.

11
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ESTIMATE PREPARED BY:
Federal Costs: Clare Doherty and Kristen Layman (226-2860)

Federal Revenues: Pearl Richardson and Alyssa Trzeszkowski (226-2691)
Impact on State, Local, and Tribal Governments: Marjoric Miller (225-3220)

ESTIMATE APPROVED BY: -

Robert A. Sunshine
Deputy Assistant Director for Budget Analysis
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COMPARISON OF H.R. 2400 AND ALTERNATIVE CBO PROJECTIONS

for the 1998-2003 Period

-Outlays in Billions of Dollars —

6-Yaar Total _ Differences in 6-Yaar Totafs

H.R. 2400 |H.R. 2400 | H.R. 2400 -

"H.R. 2400 | Baseline WODI l Current Lawi ! versus versus versus
' '| Baseline | woD( | Cumentla
T ) [l - ”
l 204 176 170 ! 172 ' 29 | 34 33
- . - .t i _ i
H.R. 2400: The Building Efficient Surface Transportation and Equity Act of 1998, as
reported by the House Committee an Transportation and Infrastructure.
CBO has not compieled a review of the bill as passed by the House. The
House-passed varsian incorporatas an amendment (to the committoe-
approved version) that would authorize funding of $150 milllion a year for
the prapasad Access to Jobs program. The committee version authorizes
342 million a year. Other changes to the committee versian of the bill also
might affact the estimate of costs.
Baseline: CBO baseline projections, including adjustments far anticipatad inflation.
WODi-  CBO basaeline projections without discretionary inflation.
Current Law:

CBO's current-law projections, which assume continuation of programs that
are funded by contract authority {a form of dicect spending), but do not
assume future appropriations for discretionary programs. The CBO cost
estimate dated March 27, 1998, for H.R. 2400 as reported by the House
Committee on Transportation and infrastructure. compares H.R. 240Q to
the “current-taw projections.”

a3
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04/13/98

Estimated Qutlays for Highway & Transit Pragrams
(Billians of Dollars, Ly Fiscal Year)

Year

1398
1999
2000
2001
2002
2003

6-yr sum

Year

1998
1999
2000
2001
2002
2003

6-yr.sum

H.R. 2400, Committeo Vargion CBO Basesline

Qutlays  Outiays Qutlays Outlays Outlays QOutlays

from CA from BA Total from CA  trom BA Total
26 6 08 27.3 264 0.8 272
30.1 0.1 301 278 08 28.4
30.9 29 338 28.3 Qg 292
34.3 2.4 6.7 28.9 1.0 29.8
36.3 1.8 379 292 1.0 30.2
376 0.9 386 208 1.1 309
195.8 8.6 204 .4 1703 55 175.8

WODI Current-l_aw Projections

Qutlays  Outlays Outlays Outlays  Outliays Outiays

fromCA  {ram BA Total from CA  from BA Total
264 08 272 26.4 08 27.2
27 4 6.8 28.3 27.6 0.5 28.1
27.7 1.0 28.7 28.3 0.2 -28.5
27.7 1.0 28.7 28.9 0.1 28.9
27.5 11 28.6 29.2 -0.0 202
275 1.1 28.6 298 0.1 29.8
164 3 87 170.Q 170.3 1.4 171.7

CA.

BA:

Contract Authority (provided in autharization legisiation).
The outlays shown include both direct spending and spending
controlled by annual obligatian limitations in appropriations acts.

Oiscretionary Budget Authority (pravided in approgriations acts).




Jun-29-00 09:11Aa '

04-13-08

04:17pn Frua—CGIGRESSIOﬂAL BUDGET OFFICE 2022262008 T-676 P.O4/1S
— _ . . A
SPENDING UNDER HR 2400 -- BY ACCOUNT
{Mitlion« of Daflars, hy Fiscal Yesr)
1908 1999 2000 2001 2002 2003
Spending trem Cantract Authority
NHISA SAPFETY GRANTS - nciucas FHINA funas
Coarract Autharity 187 248 238 204 238 294
Esvmamq Qutiays 178 211 257 2719 292 208
EXniNA Matar Carrer Safety gaants
Conract Autharity as 126 150 150 150 150
Eaumareq Oudays 80 9% 132 150 150 150
; @Lan
Contract Autharty 22171 25253 28 411 28 413 28.43%2 2047
Esumaied Oudays 19975 2220 25147 27 424 28075 28 470
Ecderat-gid axamet from onigaten iaanan
Towl CA 2256 2785 EYali) Iino 3112 11312
emangoncy rokct 100 100 100 100 100 100
NN Prociy proacts 1026 1,388 1678 1678 1772 1772
Mimum altlecapon 1.1 1.266 1431 1,431 1.4 1441
Estmatweae Ouuays 2,115 2374 2.848 10N 3.200 3,253
Maar Capii] invepsimant
Contract Authority 2197 2412 2813 2613 2613 2613
Esvmanea Outlays {incrudes priars) 1,961 1.869 2170 2264 2397 2543
Eamuta Geanre
Cantract Authonty 2498 3nl 31553 31653 3553 3553
Esamated Outaye 22680 3.213 276 1.041 2,082 2757
ure
Contact Aumority 0 0 6 [ 6 6
Estmated Outays 0 0 1 3 5 5
Admigisieaton -
Contact Authonty o} 0 52 52 52 52
Estmawd Ounays - a 0 47 LY 52 s2
Banng & Rasearch
Contract Authornty 0 Q 92 92 92 92
Estmatea Outlays 0 ] " 43 a4 88
Subtoia
Convact Autnoray 29 594 34.016 38 404 38,406 33,509 38,654
Estmated Outtays 26 569 30099 30,880 34323 36 311 e

F-250

tate Outiays shown aovo are a ocomonation of airect penaing (axempt programs} and spending
SUDIECT 10 ApprogriaLon (PrOgIaMmE subyect to obkgatan LWmimatons)

P.0Os
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SPEMDING UNDER H.R. 2400 ~ BY ACCOUNT
(Miflions of Dolisre, by Fiecal Yexr)

1908 1999 2000 2001 2002 2003
Spanding trom Discretionary Apprapriations

(1) Accaunts Autharized in H.R. 2400
NHISA & FIdA Qoaratons and Resesrch
ATONZALoN Lavel 75 75 75 75 75 75
Ecumawd Outtays 67 - 70 72 74 75 75
NHTSA NOR
Authorzatan |evel 2 2 2 2 2 2
Eswmarted Ouuays 1 2 2 2 2 2
Otvmpica
Authoqzaton Level 0 10 125 70 0 0
Esumatea Outays o 41 28 108 72 18
Bay
Authorzaton Level 75 2N Al A 3 36
Extmated Outlays 39 208 81 re 57 43
Formua Grangs
Budgal Autnonty 290 66 0 Q V] o]
Estmawa Outtays -189 -1,100 2,165 1.821 1,148 688
ulC
Budget Authonty 6 6 0 0 4] [}
Estmatsg Outays ] 7 S 3 1 1
Admuisuatya Expenzes
Budget Autharity a8 50 o 0 0 0
£stmated Quuays a5 49 S 0 0 o
Planaing & Reanarcn
Buaget Autnoray .. 92 920 a a 0 Q
Estimated Outlays 89 99 as 47 19 3
Arcess 10_unQs .
Budget Authonty 42 42 42 42 42 42
E6tmated Ountays 2 23 30 42 42 42
(2) Other Accounts lncluded in CBO Estimate of Biil Tomls
Agpalachian Devaiopmans Hghway Systam
Budget Authary 300 0 0 0 0 a
Estmated Ounays 81 126 45 0 18 0
FratvA Gafety o
Cantract Autnonty 0 a 0 a a o]
Egumawnd Ouyays 3 2 0 0 0 0
NHISA aps.
Budget Autnongy 75 0 0 Q 0 0
Estmated Oulinys E3] 45 23 13 6 5
Misceiioaous Trust Funa expangquums
Rugget Authoray 4] a Q 0 0 4]
Eswmated Outtnys 53 91 48 p) 27 15

e .06
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IPENDING UNDER H.R. 2400 ~ BY AGCOUNT
(Millians of Donars, hy Fiscal Yoar)

19438 1999 2000 2001 2002 200)
Spending from Diccratianary Appropristions
{2) Cantinued
Stam iRy Che DANKE
Buaget Authoray 4] 0 0 0 a 1]
Esumara Oudays 98 23 8 5 5 3
Miceianenus
_Buaget Aumnonity 0 0 0 0 0 0
Estmatea Outiays 160 132 97 N 18 1
WMATA
Budget Authoriy 200 o 0 0 0 0
Extmated Ocalays 208 1892 141 [ ) 48 14
iniersiaia Transfar
Buaget Authanty 0 (o] o o] 0 o
Esumared OQutlays 16 5 3 Q 0 Q
Ras.
Buagat Autharity 0 0 0 0 0 0
Esumawna Ountays S 2 0 o} 0 0
Srartogals
Discrevonary BA™ 1.203 714 315 260 185 155
Esumateq Quuays n S0 2016 2,402 1438 9
Yotas
Budget Authanty 30 798 34730 38719 38.666 38.683 38 808
Esumates Outays 27 346 30.150 33,805 ¥ M 37 866 38,540

" Disaratianary 3A = Budgot authority alrady appropriated glus additional authorization levels contained

Nate: Tha atiove ectimates arm far tha commttae-reported

changes (o costs Ritributatio ta amendments that

in H.R. 1400, 8¢ repartsd by the Committes an Trangportstion and lafrastructure.

vertion of HR. 2400. Thay do not reflest any
were adopiod in the House-pasaed verslon. For

esxumpie, the Houce-passed varswn Containg u higher snnual authoriurtion leved ($150 mcllion vs.
$42 miiltan for the prapascq Access to Jobes program. CBO has not completed a ravisw of the
amendments incorporated inta Me House-passed verwian of N.R. 240C.

Q7
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|
BPENDING UNDER THE
CHO BASELINE WITH DISCRETIONARY INFLATION (WD)
FOR PROOGRAMS COVERED AY H.R. 2400
{Millions of Dollars, hy Fiscal Year)
1998 1909 2000 2001 2002 2003
Spending from Contract Authority’

NHTSA SAFETY GRANTS - includes FHWA funds
Cantract Authorty 195 185 195 195 195 195
Estimated Quttays 178 187: 194 195 200 208
EHWA Motor Carmier Safety grants -
Contract Authority 90 90 90 0 90 90
Estimated Qutiays 80 83 87 89 N N
Eedembaid sunect 1o the
Contrect Authanty 23,742 23,742 23,742 21,742 23,742 23,742
Estimatad Outlays 19,975 21,335 22158 22831 23323 23.011
3 i [ N—
Contract Autnocity 738 739 739 739 739 739
Estimated Outlays 1,966 1.757 1641 1.207 1.056 960
Major Capital lnvesiment
Contract Autharty 2.263 2,283 2.263 2263 2.263 2263
Estimated Quuays 1.961 1.951 1.885 2012 2.054 2.140
Formula Gfapts
Contract Authority 26857 2657 2 657 2.657 2.657 2,657
Estimated Outltays 2,260 2,310 2,383 2.420 2478 2537
Subtotals

Contract Authority .. 29,686 29 686 28 666 29.686 29,686 29,686

Estimated Qutiays 26 420 27.624 28,338 28.853 28 202 29 B47

* Under WID!. obligation limitations increase witn discretonary inflaton

from ne tevel of ine 1998 abligatian tmitatons

Note: Qutiays shown above are a combinaton of direct spending (exempt programs) and spending
sutyact o appropriation (programs subject 10 obligation kmidations).

P.o8
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[
SPENDING UNDER THE
GBO BABELINE WITH DISCRETIONARY INFLATION (WIDH)
FOR PROGRAMS COVERED BY H.R. 2400
(Millions of Oollare, by Flacal Year)

1988 1999 2000 200 2002 2003

Bpanding from Digcrationary Appropriations
Appatachian Davalopmant Highway Systam
Budget Autharity 300 307 314 322 329 337
Estimatedq Outiays a1 209. 259 295 320 3127
EHWA satefy gcats -
Buaget Authority 0 0 0 (o] 0 0
Estimated Ouliays 3 2 Q 0 0 0
NHTSA Qpambtans - gt
Buoget Authanty 75 77 80 82 84 87
Estimated Qutlays 91 30 30 90 88 90
Buaget Autnonty 72 74 77 79 a 84
Estimatea Outlays 65 a8 72 76 80 82
Miscellaneaus Toust Fund sxpanditums
Budget Authonty 0 0 Q 0 0 0
Estimated Outiays 53 51 48 34 27 15
State Infrasiucture Banks
Budgst Authonty 0 0 0 0 0 0
Estimated Outlays 98 23 8 5 5 . 3
mmmnmmmmmmmmm
Budget Authority - o 0 0 0
Estumated Outlays 160 132 97 51 18 13
Budget Authority 20 20 21 21 22 22
Estimatod Outiays 26 28 28 28 21 22
Alaska [@Aimad
Budgat Authority 10 10 10 1M 11 1
Estimated Outlays 6 10 10 10 n 11
Eammula Grants
Budget Authorily 240 245 251 257 263 189
Esymatea Outlays -195 17N 67 24 108 129
Urc
Budget Authority 6 6 6 6 7 7
Estunated Qutlays 0} 7 6 8 6 6

(continued)

F-259
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SPENDING UNDER THE
CBO BASELINE WITH DISCRATIONARY INFLATION (WID{)
FOR PROGRAMS COVERED BY H.R. 2400
(Millione of Doflare, by Fiscal Yexrr)
1998 1999 2000 2001 2002 2003
Spanding from Discretionary Appropriations

Administrative Expenses
Budget Authority 46 48 50 52 54 56
Esumatea Outiays 45 48, 50 51 54 56
Pmﬂing 6_8 mﬁ-_. R . e i+ e
Budget Autharity 92 %4 95 28 101 103
Esumatea Outays 89 94 97 100 102 104
WMATA _
Budgel Authority 200 204 209 214 219 225
Estmated Outiays 208 202 196 185 193 195
\n1ersrate Transfer
Budget Authonty Y o 0 0] 0] 0
Estimated Qutlays 16 5 3 2 0 4]
Reeearch Tmining. Human Res
Buaget Authonty o] Q 0 0 0 0
Esumated Outlays 5 2 0 0 0 0
Subtotals

Budget Autharty 1.061 1.085 1.114 1.142 1171 1.201

Estumated Ouliays 759 7598 887 968 1.034 1.053
WIDI1 Budget Authonty™ 30.747 30,772 30800 30,828 3D 857 30 887
Estmated Qutays 27179 28 423 29,235 28 821 30236 30,900

== Yora! of Manaatory Buaget Authority (Contract Authority) and Discratonary Budget Autnority.

-10
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SPENBING UNDER THE
CBO BASELINE WITHOUT DISCRETIONARY INFLATION (WOQODI]
FOR PROGRAMS COVERED BY H.R. 2400
(Mitlions of Dallars, by Fiscul Yeur)
1998 1999 2000 2001 2002 2003
Spanding from Contract Authority*
NHTSA SAFETY GRANTS - includas FHWA funds
Contract Authority 195 195 195 185 195 195
Estimated Quuiays 178 186 188 187 187 187
Contract Authority 90 90 a0 g0 90 90
Estimated Outiays 80 as as 85 as 85
: . N .
Contract Authority 231742 23,742 23,742 23,742 23742 23742
Estimated Qutlays 10,975 21,205 21688 22 017 21,911 21,970
Feagral-aa exemn( from ontQanon limaon
Cantract Authonty 739 739 739 719 739 739
Estimated Qutiays 1.966 1.757 1.541 1.207 1.056 980
Major Capital Investment
Cantract Authofity 2,263 2.263 2,263 2263 2263 2.263
Estimated Outigye 1,861 1.949 1,989 1,965 1.971 2011
Formula Grants
Contract Authonty 2,657 2,657 2,657 2.857 2 857 2,657
Estimated OQutiays 2,260 2,260 2,260 2.260 2260 2260
Subiotaly
Contract Authorty 29,686 29,688 29688 29,886 29 688 29.686
Estimateq Outlays - 26420 27442 27732 27720 271472 2741

* Under WODI, obligaton (imtauons for 1999 mrougn 2003 arc assumed 1o equal the

1998 ablgation lmtatons.

Nate  Qutlays shown above are a combination aof direct spanding (exempt programs) and spending
subjact 10 appropnatan (progran’s subject 1o obligation limitations)
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SPENDING UNDER THE
CBO BASELINE WITHOUT DISCRETIONARY INFLATION (wWaDl)
FOR PROGRAMS COVERED BY H.R. 2400

(Miflions of Dolfars, by Fiscal Year)

1998

Budaget Authonty
Esumated Outlays

EHWA saiaty ganty -
Budget Authority
Estimated Ouriays

Buaget Authorty
Estimatad Outlays

NHTSA Qoeratons -If
Buaget Autnonty
Estimated Outlays

Buaget Autharity
Esumated Qutiays

State (nfrastrurture Banks
Budget Authorty
Estmated Outlays

Buaget Authonty
Esumated Qutlays

Budget Authority
Estimated Outiays

Alaska milraad
Budget Authonty
Esymated Outlays

Formuia Grants
Budget Authority
Csumnated Outlays

uic
Buaget Authority
Esumated Outlays

Spanding from Dixcretionary Appropristians

Syslem
300 300
81 207
0 0
3 2
75 75
91 88
72 72
85 &7
0 0
53 51
Q 0
a8 23
om the_ genaral funa
0 0
160 132
20 20
26 28
10 10
6 10
240 240
-198 -129
6 8
a 7

1999

2000

1-676

pP.n/s

2001

300
252

[~ -3 =4

20
28

10
10

240
11

300
282

20
27

10
10

240
124

2002

300
300

20
20

10
10

240
218

2003

300
300

75
79

72
72

20
20

10
10

240
240

)
8

(conunued)

Fe250
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|
SPENDING UNDER THE
CBO BASELINE WITHOUT DISCRETIONARY INFLATION (WD)
FOR PROGRAMS COQVERED BY H.R. 2400
(Millians of Dollars, by Fiscal Year)
1898 1998 2000 2001 2002 2003
Spending from Digcretionary Appropriationa

Aamunisirauve Expensaes
Budget Autharity 46 46 45 46 45 46
Estimated Qutiays 45 45 45 45 48 45
Planning & Reseacch
Budget Authority 92 92 92 92 92 92
Estimated Outays 89 94 96 q7 97 96
WMATA
Buaget Authorty 200 200 200 200 200 200
Estmaied Ouliays 208 202 195 191 186 184
Interstale Transfer
Budget Autharity 0 0 0 qQ 0 0
Estimated Outiays 16 5 3 2 0 0
Rasearch Tminag. Human Res
Buaget Authority (4] 0 0 0 0 0
Estimatea Outiays 5 2 0 0 o} (o]
Subtotals

Budget Autnonty - 1.061 1.061 1.061 1.061 1,061 1,061

Estimated Outays 758 813s - 954 1.029 1.087 1.083
WOD! Budget Authority— 30,747 30.747 30,747 30,747 30,747 30,747
Estimated Qudays 27,178 28 277 28687 28,749 28,558 28,557

** Yotal of Mandatary Budget Authonty (Cantract Authorty) and Discretronary Buaget Authorty.

F-25¢9
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BASELINE SPENDING UNDER CURRENT LAW
(Millione of Dollars, by Ficcal Yea r

1998 1999 2000 2000 2002 2003

Sponding from Contract Authority
NHTSA SAFETY GRANTS - includes FHWA funds

Contract Authonty 195 195 195 195 185 185
Estimated Outlays 178 187 194 195 200 205
) C aNnts - - -
Contract Authority 80 - 90 90 0 90 90
Estimated Outlays 80 85 87 89 9 94
F. apligadon imtaton
Contract Autharty 23742 23742 23.742 23742 23.742 23.742
Estmated Qutlays 19.975 21335 22,158 229 23.323 23.911
Esdemi-gid axempt from ahligatan lundatioa _
Contract Authonty 739 739 730 739 739 719
Estimated Outlays 1.966 1.757 1.541 1.207 1,056 960
Major Capual Investment
Contract Authority 2,263 2.263 2.2683 2.263 2263 2,263
Estumatad Outiays 1,961 1.951 1.995 2012 2,054 2,140
Formula Grants
Conrract Authority 2.657 2657 2657 2657 2,657 2,657
Estimated Outiays 2,260 2,310 21363 2,420 2478 2,537
Subtotais
Cantract Authority . 29686 29 688 29,686 29 6885 28.688 29,686
Estimated Outlays 26,420 27,626 28,339 28.854 28202 29,847

tNota: Outlays shown above are a comuinaucn of direct Spending (exempt programs) and spending
subject 1o appropraton (Pragrants subject to cogation limitatons|.
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SPENDING UNDER CURRENT LAW
(Millions af Dollars, by Fiscal Year)
1998 1999 2000 2041 2002
Spending fram Diacratianary Appropdations

Appalachian Development Highway System
Budget Authority 300 0 0 0 0
Estmated Outlays 81 126 45 30 18
EHWA safely graats .
Budget Authority 0 0 0 0 0
Esumatea Outiays k] 2 0 0 0
NHTSA Qperauons - gf
Budget Authority 78 0 0 0 0
Estimatad Outlays 9N a5 23 13 6
NHTSA Operauons -if
Budget Autharity 72 0 0 0 0
Estimated Qutays 65 25 8 2 0
Misce
Budget Authanty 0 0 0 0 0
Estimated Outlays 53 St 48 k1 27
S1a1e infeastructuce Banks
Budget Authorly 0 0 0 0 0
Estimated Outiays 98 23 8 5 5
Mnsceuanemmfmmnmmmmmnegmammna
Budget Authonty 0 0 0
Estimated Outlays - 160 132 a7 51 18
Nexy genaratan hgh speed il
Buagat Autnotity 20 4] 0 a 0
Esumated Outlays 26 20 12 a 0
Algska caidroad
Budaget Authonty 10 Q ] 0 0
Esumated Outtays 6 6 0 0 0
Formula Geants
Budget Authanty 240 0 0 0 0
Estmated Outlays -195 -269 -244 -200 -145
urc
Budge! Authority 6 0 o 0 0}
Estimated Qutiays a 6 3 1 1
Agminsirauye Expenses
Buaget Authority 46 o 0 0 0
Esumated Qutlays 45 4 0 Q 0

P.14/15

2003
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SPENOING UNDER CURRENT LAW
{Miltions of Dollars, by Fiacal Year)

1998 1089 2000 2001 2002 2003

Sponding from Oiscrotianary Appropriations

Plaoning & Raseach
Budget Authority 92 0 0 0] o] L}
Esumasad Outtays 69 a3 44 18 9 4
Buaget Authonty 200 0 0 0 0 0
Estimatad Oullays 208 192 141 93 48 14
latersiate Taaostec
Budget Authority ] ] ] Q 0 0
Esymated Outlays 16 H] 3 a Q 0
Research Tauning. Human Res
Budget Authonty 0 0 o] 0 0 0
Estimated Qutiays 5 2 4] Q 0 0
Suhmials
Budget Autharity 1.081 0 o ] o 0
Exumated Oultays 758 453 187 56 A2 81
Jomals.
Budget Authanty : 30.747 29 686 29 686 29886 29.688 29.686

Eatimated Outlays 27,178 28,079 28,526 28.910 20,190 28,766
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04/14/98

COMPARISON OF 8. 1173 AND ALTERNATIVE CBO PROJECTIONS
--Qutlays in Billions of Dallars —

. I :
6-Year Total . i Differances in 6-Year Totals |
for the 1998-2003 Perlod ;

[
S.1173| S. 73| 81173
l S.1173 | Baseline‘ waDi ICunem Law.( Versus | veraus versus

' Baseline WOQDI ]Currentl__a_v!

L 206 176 [ 170 ' 172 ' 30 38 l 34
IS i . . !

S.1173. The Intermodal Surface Transponation Efficiency Act of 1998, as
agreed to hy the Senate on March 12, 1988.

Baseline: CBO baseline projections, including adjustments for anticipated inflation.
WODI: CBO baseline projections without discretionary inflation.

Current Law. CBQ's current-law projections, which assume cantinuation of programs that
are funded by contract authority (a form of direct spending). but do not
assume future appropriations for discretionary programs. The CBO cost
estimate dated Apnil 8, 1898 for S. 1173, as agreed to by the Senate,
compares S. 1173 to the “current-law projections”.
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04/14/98

Estimated Qutlays for Highway & Transit Pragrams
(Billions of Dollars, by Fiscal Year)

8. 117 3 CBQO Baseline

Qutlays Outlays Qutiays Outlays Outlays Outlays

Year from CA from BA Total from CA  from BA Total
1988 26.4 0.8 27.2 26.4 07 272
1999 209 Q.5 304 276 0.8 284
2000 33.4 1.2 346 28.3 08 292
2001 35.0 1.7 36.7 289 0.9 298
2002 358 20 378 29.2 1.0 302
2003 36.7 2.2 388 288 1.0 30.9
6-yr.eum 197.2 8.4 2056 1703 54 175.7

woDi Current-l.aw Projactions

Outlays  Outlays Outiays Qutiays  Outlays Qutlays

Year fromCA  from BA Total from CA  from BA Total
1998 26.4 0.7 27.2 26.4 07 27.2
1999 27.4 0.8 28.3 276 04 28.1
2000 277 09 28.7 283 02 28.5
2001 27.7 10 287 28.9 0.0 28.9
2002 275 1.1 28.5 28.2 -0.0 29.2
2003 275 1.1 28.5 29.8 -0.1 298
6-yr.sum 164.3 56 1699 170.3 1.3 1716

CA: Contract Authonty (provided in authornzation legislatian).
The outlays shown include both direct spending and spending
controlied by annual abligation limitations in appraprations acts.

BA: Discretionary Budget Authority (provided in appropnations acts).




Jun-29-00 AQ9:1qn

Dd-14-08

213

03:41pm  Fron-CONGRESSIONAL BUDCET OFFICE 2022262908 T-103  P.0U/1S
SPENOING UNDER 8. 1171 — BY ACCOUNT
(Milkons of Dotlars, by Frecal Yoary
1996 199% 2000 2001 2002 20013

Spanding from Cantruct Authonty
HOTSA SAFETY GRANYS - inchuaas FHWA funas

Contract Authardy T 183 188 185 190
Esumateg Outiaye 172 N L1 182 147
EHWA Motor Camer Sofoty grants
Conuact Authorty % -110 107 104 100
Esumatod Ounays 8o 92 L 106 103
Ecocml-axt subect o the abigation Wantabaa
Congract Aumoray 23751 21714 201 28 553 23006
Extmated Outiny> 19975 2313 26 644 28 437 29137
Federabag cxempt f(om onigauan igutanon
Total CA 73% 754 770 77 B804
SMaigency reuor 100 100 100 100 100
feMum guarange 639 854 670 687 T04
Esumated Outiays ’ 1,966 1.760 1551 1228 1.091
Masor Capstal I0vRement
Contract Authorty _ 222 2279 2341 2.404 2.468
Esumatea Oudays (inciuaes prore) 1.060 1964 2078 2145 2248
Cormuta Geants
Contract Authonty 2,699 274 2849 2.926 3.005
Esumatea Outlays 2.260 2774 2,849 2928 3.005
Sumotals
Contract Aulnasity 2907 33814 34.385 34,059 35.573
Esumated Outiays 26 412 294873 A3 35,025 35.768

189
193

100
100

29,308
29.908

an
100
bzl
Ton

2,535
2393

3088
3088

38.249
36.686

Note Outiays shown abave are a comanation of diact SPNANg (xsmet programs) and Spending
Subsect W 2PPORNALON (PROGrams SubKCT to pbigauan maLans).
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03:4lpa  From-CONGRESSIONAL BUDGET OrFicE 2022262448 T-100  P.0S/16  Fe213
[
IPENDING UNDER S. 1173  BY ACCQUNY
(Milions of Dallars, by Fiscal Yean
1068 1999 2000 2001 2002 2003
Spending from Discretionsry Apprapriatana

(1) Accaunts Authotized in S. 1173
ARISA A FHNA Oparavons aod Regsearcn
Autnonzauon Lavel 72 62 82 a2 62 6e
Estmated Outlays 65 . 61 ] 61 62 61
UAISA_HDB R P S . —
Authorization Level 2 2 2 2 2 2
Esumamd Outiays 1 2 2 2 2 2
Qiympucs
Authonzaton Level 1] 110 125 70 30 Q
Exumatad Qutayy Q 41 98 108 72 16
Lght Rail
Authorizabon Level 10 10 10 10 10 10
Estimatad Oullayx ? 8 12 10 10 10
Scnoad Tranagonalon Sataty
Autharzaiaon Lavel o) o] 0 V] [+] ]
Ecumated Outdays 0 ] Q 0 Q 0
RSPA Hazmat
Aulhonzauon Lovel 15 16 17 17 18 18
Estmated Outays 16 16 16 17 1T 12
RSPA anc-call
Autnarzataon Level : a 1 5 0 Q 0
Esumeted Outtays 0 0 = 3 2 1 1]
Iraga Carnaor Grants i
Autho/zauon Level 125 125 125 128 125 125
Estmated Outays - 26 99 126 133 125 125
Magoote faaiapan
Authonzavon Level 0 a 200 200 250 300
Estmataq Ounays [V} 0 80 160 220 260
Lo pannedhes for adeanoed yehgias
Aumorizaton Lavel S0 SQ 50 50 L] 5a
Esumated Outlays 15 50 52 53 50 50
Transponatas 040 AQv(GNMMGLA| CONORATE
Aumarzaton Level S 5 5 5 5 5
Esamutcd Quttaye 1 5 S S 5 5
Earise Fuel Banoding System
Authafizaton Lovel 10 2 2 2 2 2
Ectimated Outiays q 8 4 2 2 2
Enuy Aoat Conaucton .
ALMO(2A000 LEVE] (4] 20 20 20 20 20
Ecnmama Qulinyc 0 S 14 17 19 20

P.21
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!
SPENDING UNDER 8. 1173 - 0Y ACCOUNY
(Mlinons of Nodtark, by Flacal Yean
1068 19949 2000 2001 2002 2003
Sponding from Discretionary Appropriations
Bemata sanung and spatalniamatog
Authornzanon Level 0 10 10 10 10 10
Exumated Outiayt Q .8 Ww 10 10 10
- Radmay tighway Crossiog Ebmenaron -
Authorzason Levet 15 15 15 15 15 15
Eaumatag Gunays 2 9 15 14 15 15
Coyeosa fitagas
Authonzatuon Lovel a a 10 10 10 10
Estmared Oubays a 3 7 8 9 10
Faqmuda Grants
Buoget Authordy 1% 180 182 204 17 230
Estmateq Outiays <199 635 544 N7 134 38
ure
Budget Authorty 6 6 8 6 6 6
Estmateg Outtays 8 7 6 & 6 6
Adounstraiva Expansag
Buager Authonty 46 53 55 56 58 60
Estmateq Qutiays 45 52 55 S8 68 9
Pianning 4 Rasaarch
Budget Autharay 142 167 17 178 181 186
Eaumated Outiays 95 124 152 168 178 182
Accass in lohs -
Budget Authonty 250 250 250 250 250 250
Estmateq Outiaye 6 75 200 300 345 250
Claan Fuels Piogmam (GF Poadan)
Budget Autnonty a0 100 100 100 100 100
Esumateq Quoays 4 28 48 n %N 10
Transa Equity Progaam
Buaget Authamy 0 1 000 . 1.000 1,000 1.000 1.000
Estmatea Ovdaya 0 57 372 579 781 AT
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SPENDING UNDER 8. 1173 ~ BY ACCOUNT
{MiNons of Dollars, by Fiscal Year)
1998 1999 2000 2001 2002 2003
3pending fram Diacretionary Appropriations

{2] Other Accounts Incluged in CAQ Escimate of Bifl Yotuls

Apnatachuan Devglopmant Highway Syatam

Budget Authanty 300 e 0 a o ]
Estmarnd Outiays 81 ‘128 45 Y] 18 o]
EIDNA sataty granis

Canwract Autharny 0 a a [V} 0 (4]
Esomated Outays 3 2 0 0 1] [V}
NHTSA operauons And tesearch

Buaget Authonty 75 Q Q Q Q o
Esumeed Oudays 9N 45 2 13 6 s
Mscatiancous Trust Fund expenditufes

Budger Aumnornty o] 0 0 0 0 a
Estmatea Outlays 53 51 < 3a 27 15
State InfoasInIuos panns

Buaget Authonty 0 0 ] 0 o] 0
Espmaed Ounays 98 23 a S S 3
Miscatiansous RpAIORNARAAS from ma ganeral fund

Budget Autharity 0 0 0 0 a 0
Estmawea Outays 160 132 97 st 18 13
YWMATA :

Budgat Autharity 200 (4] 0 o] a (o]
Esvmated Outlays 208 192 111 93 48 14
Loverstata T ranster .

Buagatl Autharry - Q [} 0 ] (4] 0
Esumated Oudays 16 S 3 0 o 0
Rasaarcn Trawung Human Res.

Budget Autnory 0 0 0 o 0 0
Esumatea Oudaye 5 2 o 0 0] a
Suntorais

Discrauonary BA~ 1618 2195 2432 239 2.4 2,463
Estmamwa Oudays oy 540 1,156 1.694 2,026 2,191
Tt

Auagot Authanity 31,289 36.008 38,817 37350 37.993 38.742

Exumaced Outays 27218 30413 34,567 3879 37795 38.878

* Dscrenonary BA = Budget authonty akaady appropnatod plus additonal authonzaon evets canamed
'S 1173 as pascad by tne Sannte. )

e A e e
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04-14-90  03:42pa  From-CONGRESS [ONAL BUDGET OFFICE 2022262498 T-703  P.08/16 F-213
|
SPENDING UNDER THE
C80 BASELINE WITH DISCRETIONARY INFLATION (WiDI()
FOR PROGRAMS COVERED AY 8. 1173
(Millions of Dallars, by Fiscal Year)
1998 1999 2000 2001 2002 2003
Spending from Cantract Authority”

NHTSA SAEETY GRANTS - includes FHWA tungs
Contract Authoriry 195 185 185 195 195 195
Estimated Outiays ) 178 187 194 193 200 205
EHWA Motor Catriec Safaty ganis
Contract Autnorigy 90 Qa0 80 20 a0 90
Estimated Outiays 80 8s B7 89 N 94
£ o . L
Contract Authority 23,742 21,742 23,742 23,742 23742 23742
Estimateg Outiays 19975 21335 22158 22 911 23323 23911
Contract Authority 739 739 739 739 739 739
Estimatad Outtays 1,966 V757 1.941 1.207 1,056 860
Masor Capital investmens
Conrract Authority 2263 2,263 2,263 2,283 2263 2263
Esumatad Qutiays 1.861 1.951 1.995 2012 2.054 2.140
Fomuda Qeants
Contract Authonty 2657 2.657 2,657 26587 2657 2.657
Estniated Outlays 2260 2310 2363 2420 2478 2,537

Contract Authonty 29 686 29 686 20.686 29,686 28,686 29,685
_ Estimetea Outtays 26.420 27,624 28.338 28,853 29.202 29,847

* Unaer WIDI, obligation limitations increasa with discretianary inflation
from tne 1evel of the 1998 abligation hmitations.

Note QOutigys shown above are a combination. of direct spending (axsmpt programs) and spending

subject ta appropriatcn (programs subject to obligation imdations)
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03:42pm  Froa-CONGRESSIONAL BUDGET OFFICE 2020262998 T-703

SPENDING UNOER THE
CBO BABELINE WITH DIGCRETIONARY INFLATION (WID{)
FOR PROGRAMS COVERED BY S. 1173
(Millions of Dollars, by Fiscal Year)

T T T TR

P
P.08/16  F-213

1998 1999 20Q0 200 2002 2003

&panding from Dikcretionary Appropriationx
Appaiaching Duvelopment Highway Syatem
Buaget Authonty 300 307 314 322 329 337
Eatimsted Qutlays 81 209 259 295 320 327
FHWA aofaty grants
Audget Authority 0 0 0 0 0 0
Esumatad Outiays 3 2 0 0 0 0

- of

Budget Authority 75 77 80 82 84 87
E£sumated Outlays o 90 0 90 a8e 90
NHTSA Qpaacons -if
Buaget Authonty 72 74 77 79 81 84
Esumaled Ounays 65 68 72 76 80 82
Mﬁcauanznuslmﬂﬁunn_expcmnum
Budget Authouty 0 0 0 0 )]
Esumated Outtays 53 51 48 34 27 15
Srate Infrastouciure Banks
Budget Adgtharity 0 0 0 0 Q 0
Estimated Outlays 98 23 8 - s 5 3
Mmmﬂanenusmapmunna(tmuhmnnm@na
Budget Authonty 0 0 Q 0 0
Esumated Qutlays 160 132 97 51 18 13
RSPA hazamious matenals subaccount
Buaget Authority 15 15 16 16 16 17
Estmated Outiays 16 15 18 16 16 17
Farmua Grants
Budaget Authority 240 245 251 257 263 260
Esumated Qutiays -195 -173 £7 24 108 129
ulc
Buaqet Authonrty G 6 6 6 7 7
Estimated Outiays 8 7 6 6 6 ]

(continued)
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Jun-29-00 OQ:ISA
04=14-88  03:420  From-CONGRESSIONAL BUDGET OFF ICE 2022262008 T-703  P.10/18  F-213

SPENDING UNDER THE
CBO BASELINE WITH DISCRETIONARY INFLATION (WiD1)
FOR PROGRAME CQVERED BY & 1173
(Mtiflons of Dollars, hy Plscal Year)

1998 1998 2000 2001 2002 2003

Spending from Discretionary Appropriatioris

Administeanye Expansns
Buaget Authority 46 48 50 52 54 56
Esumated Outlays 45 48 50 5 54 56
Planning & Rexsarch
Budget Autnority 92 94 96 38 101 103
Esumatea Qutiays a3 94 a7 100 102 104
WMATA
Budget Authonty 200 204 209 04 219 2258
Estimared Outlays 208 207 198 185 193 195
Interstate Transfec
Budget Authority 0 0 0 0 0 0
Estimatad Outlays 16 S 3 2 0 0
Budget Authortty a ¢ 0 0 0 0
Estimated Outiays 5 2 0 0 b} o
Subtotals
Budget Authonty 1.046 1.0 1,098 1.126 1,155 1.185
Esumated Outigys 743 775 874 945 1.018 1.037
Totals. g
WIDI Budget Autnofity** 30,732 30757 30,785 30812 30,841 30.871
E=stimated Oudays 27.163 28 400 28213 29799 30221 30.884

— Total of Manaatory Budget Autnarity (Cantract Authority) and Discretionary Buaget Autnonty
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03:43m  From-CONGRESSIONAL BUOGET oFf e

2022262998 T-703 P 1U/18
SPENOING UNDER THE
CBO BASELINE WITHOUT DISCRETIONARY INFLATION (WODI)
FOR PROGRAMS COVERED BY S_ 1173
(Millions of Dollars, by Fiscal Year)
1908 1809 2000 2001 2002 2003
Sponding fram Contract Authority”

NHTSA SAFETY GRANTS - includes FHWA funds
Contract Autnority 195 195 196 195 195 195
Estmatea Outiays 178 186° 189 187 187 187
EHWA Batar Cacrier Safgry. g@nls
Conwact Autharnty 80 90 90 90 90 90
Estimatedg Outlays 80 85 as 85 85 8s
Fege@l-ad sutyect 1o 1he opligaton imitaton
Contract Authority 23,742 23.742 23.742 23 /42 23,742 23742
Estimateq Outlays 19.975 21,208 21688 22,017 21913 21.970
Contract Authority 739 739 739 739 739 739
Estimatad Qutiays 1,966 1.757 1541 1.207 1,096 960
Major Capial Inyestment
Cantract Authority 2,263 2,283 2263 2261 ?2.763 2,263
Estimarted Qutiays 1.961 1.949 1.969 1,965 1.971 2.011
Eormuwa Grants
Cantract Authority 2657 2. 857 2.857 2,657 2,657 2.657
Estimated Qutiays 2,280 2,280 2.260 2260 2.260 2 260
Subiatals

Contract Authonty - 29 686 29,668 29686 28,686 29686 29686
_ Esumawad Outiays 26.420 27 442 27732 21.720 27.472 27473

* Undger WODI, cbigation kmitations tor 1999 thraugh 2003 are assumed 1o equal the

1998 obigation hmitanons.

F-213

Note: Outlays shown abave are a combination of diract spending (exempt programs) ana spending
Jubiect 10 appropriation (programs subject 1o oblgation limtatans)

e.27
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03:43p®  Fcon-CONGRESSIONAL BUOGEY OFFICE 20222529498 T-703

/
SPENDING UNDER THE
CBO BASELINE WITHOUT DISCRETIONARY INFLATION (WODI)
FOR PROGRAMS COVERED BY S. 1173
{Millions of Doftars, by Fizcal Year)

1998 1899 2000 2000 2002

Sp-nding from Disaretionary Appropriations

Appakachian Damlommmhlgnwny_&sxem

Buagar Authority 300 a0 300 300
Estimated Outiays 81 207 252 282 300
EHWA satety gmnms

Budget Authonty a 0 0 0 (4]
Estimated Outlays 3 2 1] 0 g
NHTSA Opemtans - gf

Buaget Authonty 76 75 75 75 75
Eutnated Ouligys 91 LE:] 86 84 81
NHTSA Opemtioos 4f

Budget Authority 72 72 72 72 72
Esumated Oulays 65 a7 ‘68 71 72
Muce&aams.lmﬂfunacmemmm:

Budget Authonty 0 0 0 0
Estmared Qutlays 53 %1 48 34 27
State |nfiastuciure Banks

Budget Authority o] 0 0 a 0
Esumataq Ouunyn 98 23 8 5 5
Mﬁmmnmapmmzmnmmnegmmm

Budgor Authonty a 0 0
Estimated Qutlays 160 132 97 51 18
RSPA hazamous (rmulunals subaccount

Buaget Authority 15 14 15 15 15
Estmated Outiays 16 15 15 15 15
Eormula Grants

Budget Autnority 240 2490 240 240 240
Estimated Outlays -195 -129 1 124 218
uTC

Budget Autnafily 6 & 6 8 6
Estmatag Outiays 8 7 6 6 6

LT O TR T IO T TS TE TV TR v 1S LT LY L O L L T USSR UPUFIVEM OIS AP

P.12/71%

2003

300
300

75
79

15
15

240
240

6
(]

(continusd)

213

P.28
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03:43pm From—CONGRESS L ONAL .BUDGET OFFICE 2022262008 1-70)  P.13/16
|
SPENDING UNDER THE
CHQO BASELINE WITHQUT DISCRETIONARY INFLATION (WODI)
FOR PROGRAMS COVERED 8Y S. 1173
(Millions of Dollars, by Fiscal Year)
1994 1999 2000 2001 2002 2003
Spendiang from Discretionary Appropriations

Adminisirativa Expenses
Budgat Authonty 46 48 46 48 46 46
Estimated Outiays 45 45 45 18 48 46
Planniog & Resesecn B
Budget Authority 92 92 92 92 92 92
Estimated Qutiays 89 94 96 97 97 9%
WMATA
Budager Authanty 200 200 200 200 200 200
Eatimated Outlays 204 202 195 194 188 184
(noestate Tanster
Budget Autnority 0 0 Q o] 0 0
Estmaced Qutiays 16 5 3 2 0 (o]
Researcn Training Human Res
Budaget Autharity 0 0 0 0 0 Q
Esumated Qutlays 5 2 0 0 0 0
Subtotals

Budget Authanty 1,046 1046 1.046 1,046 1.046 1.046

Estimated Qutlays 742 812 931 1.007 PR Ko 1.068
Totais: .
WQOOI Budget Autharnity™~ 30,732 30.732 30732 30732 30.732 30,732
Estimated Outays 27,182 28 254 28 664 28.727 28,543 28,542

~ Totai of Mandacory Budget Authanity (Contract Autharity) ana Discretianary Buaget Autharity

P
F-213
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03:43pn Fron-CONGRESS IOKAL BUOGET OFf |ce

2072252988 =103 P.14/16
BASELIQ(E SPENDING UNDER CURRENT LAW
(Millions of Dollars, by Fiscal Year)
1998 1999 2000 2001 2002 2003
Spendlng from Contract Autharity
NHTSA SAFFTY GRANTS - includas FHWA funas
Conitract Authority 195 195 195 195 195 195
Estimated Outlays 178 187 194 195 200 205
ats

Contact Authority 90 90 P 90 S0 20
Esumated Qutlays 80 85 a7 89 at 94
Caontract Autharity 23,742 23,742 23742 231742 21742 23,742
Estimatad Outlays 19975 21,335 22 158 229N 23323 23 911
Eederal-ad exema? {rom ahligation imitation
Contract Authority 739 739 739 739 739 739
Estumatea Outlays 1,966 1.757 1.541 1,207 1.056 960
Masor Cagital invastment
Contract Authonty 2,263 2.263 2,263 2.263 2.263 2263
Estimated Outlays 1,961 1,951 1,995 2012 2.054 2,14q
Fommua Graots
Conrract Authonty 2,657 2.657 2.657 2.657 2.657 2.657
Estmated Outlays 2.260 2310 2.363 2,420 2.478 2.537
Suhtatals

Conuract Authanty - 29 688 29,686 29,686 29,686 29,686 29 688

Estimatea Outlays 26,420 27 626 28,339 28 854 29.202 29 647

F-213

Note: Qutlays shown above are a combination of direct spending (axempt programs) and spending
Subject to appropriation (programs subrect 10 obligation hmitations).

P .30
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03:d4pa From-CONGRESS IONAL BUDGET OFFICE

SPENDING UNDER CURRENT LAW
(Miitfons of Dollars, by Plocul Year)

1998 1999

Spending from Discretionary Appropriations

Appalachian Davelopment Highway Systam

Buoget Authonty 300 0
Esumatad Qutiays 81 126
Budgat Autnoriy =~ 0 0
Estmated Quttays 3 2
NHTSA Opamtons - gt

Budget Authority 75 0
Estmatea Outlays 91 45
NRTSA Qpecations -if

Budgat Autnority 72 0
Estimated OutRays €S 25
Miscallaneous Toust Fund sxpeadiuons

Buager Aurhornty 0

Estimated Outlays 53 51
Siare lofrastructues Banks

Buaget Authority (0] 0
Estimated Qullays - 98 23

Mmcauanenusaanmnnannnaﬁommmmw nmd

Budget Authonty

Estmatad Outlays . 160 132
RSPA hazardous materials supaccount

Buaget Authornity 15 0
Esumated Quttays 16 3
Eormula Graars

Buaget Autharity 240 0
Esumatad Outlays -195 -269
UTC

Budget Authority 6 0
Estmatad Quuays 8 ]

Admimatratvs Expaoges
Budget Authority 46 Q
Estimated Quuays 45 4

2022262568 T-703
2000 2001 2002
0 0 0
45 30 18
0 0 0
0 (4] 0
Q Q Q
23 13 6
0 0 a
8 2 0
0 4] 0
48 34 27
0 0 0
8 5 S
0 a 0
97 LY 18
Q 0 0
0] 1] 0
a 0 0
-244 -200 -148
0 b} 0
3 1 1
0 0 0
Q 0 0

P.1S/16

2003

w O

P
F-213
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03:44pm  Fron-CONGRESSIONAL BUDGET Off(cE 2022262998 T-103 P66 Fozry
! 3PENDING UNDER GURRENT LAW
(Milllons of Dallars, by Figca) Yaan
19498 1999 2000 2001 2002 2003
Sponding from Qicoretianary Apprapristions
/rch

Budget Autharity 92 a 0 o 0 a
Estimatad Outays &3 a3 a4 18 9 4
Buaget Authonity 200 0 0 0 0 0
Estmated Outiays 208 192 191 93 48 14
[nierstale Transfar
Buaget Authonty 0 ] 0 0 0 0
Esumated Qunays 16 & a (0] 0 0
Reseanch_Training Human Res
Buaget Authanty o 0] 0 0 a 0
Estimated Outiays 5 2 0 0 a o]
Suptotals

Budget Authonty 1.046 0 0 0 0 0

Esumnated Qutiays 742 430 175 48 -12 81
Totals:
Budget Authornity 30.732 29686 29,686 29,8686 29 688 29,686
Eatimated Outiays 27,182 28,056 28.514 28.902 29,190 29,766
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BASELINE SPENOING, CURRENT LAW VS HR 2400 |

(Milllons of Dollars, FY 1998-03)

CURRENT
LAW H.R. 2400
TOTAL

Sponding from Contract Autharity
NHTSA SAFETY GRANTS - includes FHWA
Contract Authority . 1470 1.825
Estimatod Outlays 1,160 1,515
FHWA Molor Carrier Safety granis
Contract Authority 540 810
Estimated Outlays 527 758
Federal-aid subject to the ob lim
Contract Authority 142,453 181,298
Estimated Outlays 133,834 151,323
Eederal-ald oxempt from ob fim
Contract Authority 4434 18,065
Estimated Outiays 8,488 16,866
Major CapitalInvastment
Contract Authority 13.579 15,061
Estimated Outlays 12,112 13,304
Eormula Geants
Contract Authority 16,941 20,123
Estimated Outlays 14,3687 11.628
UTC
Budget Authority 0 24
Estimated Outlays 0 14
Administrative Fxpansag
Budget Authority 0 208
Estimated Outlays 0 203
Planning & Research
Budget Authority 0 368
Estimated Outlays 0 225
Subtotals

Contract Authority 178,117 217 582

Estimated Outlays 170,288 195,837

[
O3 - MW’

/‘{JJ

H.R. 2400
OVER
CURR LAW

455
355

270
231

16,845
17.688

13,631
8,378

1,482
1,192

4182
(2,738)

24
14

208
203

woDI~
BASEUNE

1,170
1.113

540
504

142,453
128,769

4434
8,488

13,579
11.826

15.941
13,560

oo

178,117
164.260

H.R. 2400
OVER
WOODI
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= 402
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18,845
22,554

13,631
8,378

1,482
1.478

4.182
(1.931)

24
14

208
203

368
225

39,465
31,577

/W/WW
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BASELINE SPENDING, CURRENT LAW VS HR 2400
(Miltions of Dofiars, FY 1898-03)

CURRENT " H.R 2400 WODI™ 1R 2400
LAW  HR 2400 OVER BASELINE  ovgg
) TOTAL __CURR LAW . woDr
Spending from Discretionary Appropriations

Appalachian Development Highway System
Budget Authority 300 300 _ 0 1,800 (1,500)
Estimated Outlays 300 300 0 1,422 (1,122)
FHWA safety grants
Budget Authority . (4] 0 0 0 0
Estimated Qutlays 5 5 0 . 5 0
NHTSA Qperations - gf
Budget Authority 75 75 0 449 (374)
Estimated Outtays 181 181 (0) 509 (328)
NHTSA Operstions -tf
Budget Authority 72 464 392 432 32
Estimated Outiays 100 444 344 418 28
Miscellangous Trust Fund expenditures
Budgot Authority 0 0 0 0 0
Estimated Outlays 228 228 0) 228 0
State lnfrastructure Banks
Budget Authority 0 0 0 0 0
Estimated Outlays 142 142 0 142 0
Misc appropriations from the geqn_fund
Budget Authority 0 ] 0 0 0
Estimated Outlays 470 470 (0) 470 0
Next generation high speed rail
Budget Authority 20 0 (20) 120 (120)
Estimated Qutiays 86 0 66) 149 (149)
Alaska railmad
Budget Authority 10 0 (10) 80 (60)
Estimated Outiays 12 0 (12) 56 (56)
Rail
Budget Authority 0 558 550 0 558
Estimated Outlays 0 583 583 0 583
FFormula Grants
Budget Authority 240 358 118 1,440 (1.082)
Estimated Outlays (1.187) 4539 5,726 270 4,269
UIC
Budget Authority 5} 12 6 36 (24)
Estimated Qutlays 19 25 8 39 (14)
Administrative Expenses
Budget Authonty 48 98 50 274 (176)

Estimated Outlays 50 100 50 272 (172)
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BASELINE SPENDING, CURRENT LAW VS HiR 2400
(Miltions of Doltars, FY 1998-03)

CURRENT C HR.2400 1 wOO H.R. 2400
LAW H.R. 2400 OVER BASELINE OVER
o TOTAL - CuRRLAW ) WODI
Spending from Discretionary Appropriations

Flanning & Resaarch
Budget Authority 92 182 90 552 (370)
Estimated Outlays 248 343 95 569 (226)
WMATA
Budget Authority _ 200 200 0 1,200 (1,000)
Estimated OQutlays 696 696 ) 0) 1,166 (470)
interstate Yranster
Budget Autharity 0 0 0 0 0
Estimated Qutiays 24 24 (0) 24 0
Resaarch, Training, Humag Res.
Budget Authority 0 0 0 0 o)
Estimated Outlays 7 7 0 7 0
Olympics
Budgst Authority 0 335 315 0 335
Estimated Outlays 0 335 335 (¢] 335
Access to Jobs
Budget Autharity 0 252 252 0 252
Estimated Outlays 0 191 191 0 191
Subtotals

Budget Authority 1,061 2,832 1,771 6.383 (3.531)

Estimated Outlays 1,362 8,613 7,251 5,744 2,889
Totals:
Budget Authority 179,178 220,414 41,236 184 480 35.834

Estimated Outlays 171850 204,450 32,800 170,004 34,446




