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You can still earn up to 6,000 bonus
miles, if you call 1-800-247-8542

swsssssssase s ECRLOT*C-005 before March 31, 1998.
Ms. Dorothy L. Robyn

437 2nd St SE # 3B
Washington DC 20003-1920

The World's Best Frequent Flyer Program Just Got Better!

Dear Ms. Dorothy L. Robyn,

As a valued member of the Mileage Plus® program, you were recently notified of a valuable
opportunity to receive up to 6,000 Mileage Plus bonus miles. This is a special offer to celebrate the
special partnership between MCI and the United Airlines Mileage Plus program.

If you have already taken advantage of this offer, congratulations. If not, call 1-800-247-8542 now
because this offer will expire on March 31, 1998. Here's how it will work.

Enroll Today!
s Call 1-800-247-8542. This is the fastest way to enroll.
* Or enroll via the reply form and the enclosed envelope.

Receive up to 6,000 Mileage Plus miles, plus 5 miles for every $1 spent on MCI.
¢ All you need to do is enroll in MCI residential long distance and local toll service, where available,
by March 31, 1998. We'll add 1,000 miles upon enrollment and 1,000 miles per month for the next
four months with MCI.
* Use your MCI Card within the first full invoice period and recieve an additional 1,000 bonus miles.
¢ Plus, earn 5 miles for every dollar you spend on MCI, excluding taxes, credits and discounts.
* MCl is the only long distance service that earns you Mileage Plus miles.

See your miles add up.
* With MCI your miles automatically are credited to your Mileage Plus account.
e |t's Easy!

Save with MCI.
¢ Great rates and excellent service.

* This includes 5 cents per minute, every minute of every Sunday on state to state calls from home.

Traveling is even more rewarding with your free MC! Card.
¢ Earn 5 miles for every dollar spent (excluding taxes and credits) for card calls, too.

Call 1-800-247-8542 today to earn up to 6,000 bonus miles. Mention code ZU51. Or return the
attached certificate. Your next trip just got closer. :

Sincerely,
b, Mot A
M .
Terry Macko David A. Coltman
Vice President, Marketing Senior Vice President Marketing
MCI Telecommunications Corporation United Airlines 4
PS. Call 1-800-247-8542 before this exceptional opportunity expires! MCI
WMILEAGE PLUS.  (om | WANT UP T0 6,000 MILES WHEN | JOIN MC!!
United Airlines ) .
M YES! Enroll me in MCI residential long distance service (and local toll My current home telephone number is:
service, where available) and give me up to 6,000 Mileage Plus bonus It your phane number has changed, or does not appear, please provide below.
miles-1,000 now and 1,000 a month for the next four months—plus 1,000 00) E4:
. g . " T . (202)£43-4071
miles for using my calling card within a month of joining. And give
me 5 miles with every dollar | spend with MCI, excluding taxes and credits.
D Please send me ___ calling cards in addition to the two | will already be receiving. List second telephone line or fax number below.
For ease of use, please choose your 4 digit numeric calling card PIN: ( ) )
Do not select the same 4 digits (3333) -
or 4 consecutive #s (1234 or 4321) D |:| D D 444 BER 2051
Mileage Plus No. 00371509852
D I am a current MCI customer and want to earn ongoing Mileage Plus miles. Your phone number and signature are required for enrollment.
Ms. Dorothy L. Robyn
437 2nd St SE # 3B X .
Washington DC 20003-1920 Today's dato
I authorize MCI 10 notity my local telephone company that | am choosing MCI as my
primary carnier for residential long-distance (and local toll service, where avatlabie).
| understand that t can have only one pnimary carrier for each of these services per
If your address has changed, please indicate corrections above. To receive mileage credit, the MCI account telephone number listed above and my local telephone company may apply a small
must same name as the Miteage Plus account. See reverse side of letter for complete terms and conditions lee for Ihis change.




The Mileage Plus bonus miles offer is only available to Mileage Plus members who receive this mailing and enroll in MCI between 2/1/98 and 3/31/98. Please
allow up to 8 weeks for Mileage Plus bonus miles to be posted to your Mileage Plus account. Limit one MCI enrollment bonus per Mileage Plus member.
Enroliment bonus offer for new MCI customers only. This offer, 1,000 bonus miles upon enroliment and 1,000 bonus miles per month for the next four months
of service with MCI, plus 1,000 miles for the first time you use the MCI Card within the first full invoice, is in lieu of any other MCt bonus program or promo-
tion. Miles accrued and awards issued are in accordance with the terms and conditions of the United Mileage Plus Program. United Airlines and its affiliates
are not responsible for any telecommunications product or service associated with this offer.

© 1998, MCI Telecommunications Corporation.  All rights reserved.

CALL 1-800-247-8542 TO JOIN MCI AND RECEIVE:

e Up to 6,000 bonus miles for signing up for MCI.

¢ Plus, earn 5 miles for every $1 you spend with MCI, excluding taxes, credits and discounts.
¢ No minimum spending to earn miles.

¢ Miles automatically posted to your Mileage Plus account each month.

e Great low rates - especially 5 cents per minute, every minute, of every Sunday on
state-to-state calls from home.

The Mileage Plus bonus miles offer is only available to Mileage Plus members who receive this mailing and enroll in MCI between 2/1/98 and 3/31/98. Please
allow up to 8 weeks for Mileage Plus bonus miles to be posted to your Mileage Pius account. Limit one MCI enrollment bonus per Mileage Plus member. Offer
for new MCI customers only. This offer, 1,000 bonus miles upon enroliment and 1,000 bonus miles per month for the next four months of service with MCI,
plus 1,000 miles for the first time you use the MCI Card within the first full invoice, is in lieu of any other MCI bonus program or promotion. Miles accrued and
awards issued are in accordance with the terms and conditions of the United Mileage Plus Program. United Airlines and its affiliates are not responsible for
any telecommunications product or service associated with this offer.

© 1998, MCI Telecommunications Corporation. All rights reserved.
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f’ Sally Katzen

03/11/98 02:46:00 PM

Record Type: Record

To: Gene B. Sperling/OPD/EOP

cc: Dorothy Robyn/OPD/EOP, Melissa G. Green/OPD/EOP, Peter A. Weissman/OPD/EOP & S
Subject: Update on ISTEA Creative Financing

4

As you may recall, DOT and Treasury originally had different views about the provisions for ///
innovative financing. At your suggestion, | got everyone together dn a phone call Monday and | %-J o
mentioned to you afterwards that we seemed to have reached an ynderstanding that innovative
financing was no longer as important to DOT {(they had lots of money} but remained very important
to Treasury (don't like this form of debt). We agreed that a Rep. flom Treasury along with a Rep.
from DOT would go to the Hill on Tuesday and communicate our ldck of interest (understatement)
in private conversations, rather than publically which would embarrass Senator Chaffee who has
been very helpful to us.

Now, | am pleased to report the meetings on the Hill Tuesday went\very well from the point of view
of a coordinated, consistent Administration position against the pro ISIOI"IS _Nonetheless, we were
told that the provisions would remain in the bill, period. That is O.K\b use*the e is no similar
provision in the House, where we can take a united position against the concept, and then we have
another opportunity in Conference. Everyone is happy with the role’the NEC playgd.,
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03/11/98 02:46:00 PM

Record Type: Record

To: Gene B. Sperling/OPD/EOP

cc: Dorothy Robyn/OPD/EOP, Melissa G. Green/OPD/EOP, Peter A. Weissman/OPD/EOP
Subject: Update on ISTEA Creative Financing

As you may recall, DOT and Treasury originally had different views about the provisions for
innovative financing. At your suggestion, | got everyone together on a phone call Monday and |
mentioned to you afterwards that we seemed to have reached an understanding that innovative
financing was no longer as important to DOT (they had lots of money) but remained very important
to Treasury {(don't like this form of debt). We agreed that a Rep. from Treasury along with a Rep.
from DOT would go to the Hill on Tuesday and communicate our lack of interest (understatement)
in private conversations, rather than publically which would embarrass Senator Chaffee who has
been very helpful to us.

Now, | am pleased to report the meetings on the Hill Tuesday went very well from the point of view
of a coordinated, consistent Administration position against the provisions. Nonetheless, we were
told that the provisions would remain in the bill, period. That is O.K. because there is no similar
provision in the House, where we can take a united position against the concept, and then we have
another opportunity in Conference. Everyone is happy with the role the NEC played.,



. f, Michael Deich
T 03/09/98 08:57:10 AM

Record Type: Record

To: Dorothy Robyn/OPD/ECP

cc: Kenneth L. Schwartz/OMB/EOP, David E. Tornquist/OMB/EOP, David J. Worzala/OMB/EOP
Subject: Re: ISTEA -- Innovative Financing

the fee will not address treasury's fundamental issue (subordination of federally-guaranteed debt).
although trs will remain excited about this, i really don't care too much. i find the merits of the
chafee/dot policy ambiguous, with reasonable arguments on both sides. i supported dot last
summer when it appeared that highway funding would be significantly lower than the president
wants; with highways now awash is spending, i wouldn't mind if trs succeeds in killing the dot
proposal. but i agree with you that stopping the policy should be on their nickel, not ours.



: f Dorothy Robyn
" 03/08/98 05:35:59 PM

Record Type: Record

To: Michael Deich/OMB/EOP

cc: Kenneth L. Schwartz/OMB/EOP, David E. Tornquist/OMB/EOP, David J. Worzala/OMB/EOP
Subject: ISTEA -- Innovative Financing

Gary Gensler called me abt. this over weekend, and Haime (?) Lizarga (new guy in Trs. legis office)
called on Friday. They want our help in killing the Chafee innovative finance provision, which |
gather is similar to the DOT proposal that Trs. objected to. | told Gary | was reluctant to spend
political capital on this without knowing the level of support for it; whether the Joint Tax scoring
issue would serve to kill it off anyway; etc. | asked him to join the 10 am ISTEA conference call on
monday and said I'd try to answer those questions in the meantime.

| talked to Steve Palmer and Jack Basso, and Jack talked to Dan corbett. This is what Jack
reported back: Joint Tax scored the provision at an $80M revenue loss over 5 yrs. because of its
tax preferred status; apparently, Joint Tax had the same concerns as Trs., and the scoring reflects
that. Having failed to move Joint Tax with "brute sanity," Chafee has an amendment that will
impose a fee on transactions covered by this provision in order to offset the $80M tax loss. The
provision has strong support from Graham (who's up for reelection and wants $ for the Florida
Overland Express), Domenici and Roth, in addition to Chafee. Dan's basic message to Jack was:
"We don't want to hear from you guys on this, particularly at this late date."

Perhaps the fee will satisfy Trs. If not, | don't want to take Chafee, Graham & Domenici on over
this, given that they seem to have fixed JTC's problem. Let me know if you have a different view
-- ideally, before the 10 am conf. call.
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THE WHITE HOUSE Y

WASHINGTON
March 11, 1997 %‘ -
Ivmsmém;

There is general agreement among the agencies as well as your
White House staff on the ISTEA Reauthorization bill except for

~ one issue. The attached Raines/Sperling memo discusses the area
of contention -- it outlines two options for dealing with $100
million per year available through the Innovative Financing title.
Given that you are scheduled to announce the bill tomorrow
morning, it would be helpful if you could make a decision prior to
the event. However, if you feel you need more time, an
immediate decision is not imperative.

Background. As currently drafted, the title has two parts. Thc

first would provide Federal grants of $150 million per year to

State Infrastructure Banks (SIBs), and SIBs would use these funds

to offer credit support for State/local transportation projects. All

agencies support this provision. However, there is disagreement

about how to best use the other $100 million per year available
~under this title.

Option 1 — Direct loans. NEC, OMB, DOT, WH Legislative
Affairs and John Podesta would allow the Federal government to
make direct loans for up to 33% of the cost of State/local revenue-
generating (toll) transportation projects of “national economic
significance.” However, Treasury objects to this approach. The
memo provides detailed arguments pro and con.

Option 2 — Additional grants. Treasury proposes that the $100
million per year be used for direct grants to SIBs for specific
transportation projects. The SIBs would use the funds to provide
some form of credit support to the projects. See memo for details.

Finally, if you're inclined toward option I, please note that Sec.
Rubin would like to speak with you before you give final

approval.
Helen Howell 7%4
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JAE SRESIDEMT A4S JTEN
3 12 —4g47

DECISION

MEMORANDUM FOR THE PRESIDENT

FROM: Franklin D. Raines

Gene Sperling,% .
Y 6““7

SUBJECT: Elements of the “Innovative Financing™ Program
in the Administration’s ISTEA Reauthorization Bill

This memorandum seeks your decision on the nature of the ‘Innovative Financing' program that
is to be included in the Administration’s ISTEA reauthorization proposal.

As currently drafted, the Innovative Financing title has two parts. The first would
provide Federal grants of $150 million per year to State Infrastructure Banks (SIBs). SIBs would
use these funds to offer credit support for State/local transportation projects (e.g., by writing
down the interest that borrowers must pay). All agencies support this provision.

The second part of the Innovative Financing title would allow the Federal government to
make direct loans, on favorable terms and conditions, for up to 33 percent of the cost of a
State/local transportation project. Preliminary OMB estimates indicate that the $100 million per
year in budget authority available for this purpose would support up to $400 million in loans.
NEC, OMB, DOT and White House Legislative Affairs support this provision. Treasury objects.
Treasury proposes instead that the $100 million per year be used for direct grants (e.g., adding
the $100 million to the $150 million per year already provided for SIBs).

OPTION 1 - Direct Federal I.oans with Flexible Repayment Provisions

Under this option, the Federal government would offer loans to State/tocal sponsors of revenue-
generating (toll) transportation projects of “national economic significance.” The Federal loans
could cover up to one-third of total project costs. The State/locality would cover the remaining
project costs by issuing tax-exempt bonds.

During the first 10 years of the loan, the Secretary of Transportation could defer
repayment of principal and/or interest on the Federal loan if the cash flows from the project were
insufficient to cover these items. Any deferred payments would be added to the balance of the
loan and would accrue interest at the Federal cost of funds. At the end of 10 years, the balance of

the Federal loan would be refinanced with a 20-year Federal loan, at Treasury interest rates, with
no further deferral of repayment allowed.

Since borrowers would pay interest at the Federal cost of funds, the budget cost of these
loans would arise only from losses associated with default. In the case of default, the Federal
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government and the other project lenders would have equal standing: each could claim project

assets in proportion to the amount of loans they had outstanding.

PRO:

Leveraging Federal investment in_transportation. Compared to existing Federal grants,

these loans would provide a much lower subsidy to any one projcct, thus leveraging the total
amount of transportation invesiment stimulated by Federal assistance. Preliminary OMB
estimates indicate that, in contrast to existing direct grants subsidizing 80 percent of project
costs, the Federal loan would provide financial assistance equivalent to a direct subsidy of
between 8 and 22 percent of project costs.

More efficient use of the Nation's transportation infrastructure. By subsidizing the

construction of transportation projects that charge user fees, the program would increase the
efficiency with which the Nation’s transportation infrastructure is used.

CON:

Treasury acknowledges the advantages of the proposed credit subsidies, but objects to the
form in which the subsidies would be provided. Treasury argues that the DOT proposal is at
odds with longstanding Federal credit policy, and would set a precedent that would be difficult to
avoid with a host of other Federal subsidy programs. Treasury objections include:

Enhancement of tax-exempt debt. Treasury argues that the direct loan program would
violate Federal policies, and perhaps current tax law, prohibiting the use of Federal funds to

enhance the credit-worthiness of State/local tax-exempt debt. The prohibition against
enhancement is designed to discourage the use of tax-exempt debt:

* reducing tax-cxcmpt debt reduces the associated revenue loss to the Treasury; ‘

+ making State/local tax-exempt debt less attractive increases the demand for Treasury
debt, and lowers the interest rate that the Federal government must pay.

Existing Federal policy would allow a direct Federal loan covering 100 percent of the
cost of a State/local transportation project. However, Treasury argues that a Federal loan for 33
percent of project costs would constitute an ‘enhancement’ of the State/local tax-exempt debt
that covers the remaining project cost. Treasury argues that the enhancement would arise from
the market’s belief that the Federal government would grant the project further subsidies rather
than allow the project to fail and the Federal loan to go into default. DOT notes that a market
perception of enhancement would be overcome by a consistent Federal policy against
forebearance.

“Subordination " of Federal debt. Treasury argues that the most problematic aspect of

the DOT proposal, however, is the fact that the Federal loans would involve more risk than the
tax-exempt loans: during the first 10 years of the loan, the State/local borrower would be able to
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defer payments on the Federal loan, but would be required to make uninterrupted payments to
private lenders of the tax-exempt debt. During the first ten years of the loan, the Federal
government would take on more credit risk than the private lenders. Treasury argues that the
Federal loan is therefore ‘subordinate’ to the tax-exempt debt.

DOT argues that the Federal loan would not be subordinate in any material sense: both
the Federal loan and the tax-exempt debt would have equal claim on the project assets in the
event of default.

Scoring uncertainry. Treasury argues that it would difficult to measure the risk associated
with toll transportation projects, for such projects are infrequent, lumpy investments. (Since
1961, only $39 billion in revenue bonds have been issued for transportation toll projects; one
percent of this amount has defaulted.) DOT acknowledges the uncertainty, but note that any
measurement uncertainty would be reflected in a higher OMB estimate of the credit subsidy cost
of the loans; on average, the OMB credit subsidy cstimate should accurately reflect the long-term
budget cost of the Federal loans.

OPTION 2 -- Provide Additional Grants to State Infrastructure Banks

Under this option, the Secretary of Transportation would allocate the $100 million per year to
SIBs for specific transportation projects. The SIBs would use the funds to provide some form of
credit support to the projects (e.g., an interest-ratc write down).

PRO:

Consistent with Treasury's interpretation of Federal credit policy. Since any direct

enhancement of tax-exempt debt would be provided dircctly by SIBs rather than the Federal
government, this option would be consistent with Federal credit policy.

Budget Certainty. By providing grants rather than loans, this option would eliminate all
of the budget uncertainty associated with scoring credit programs.

CON:

Eewer transportation projects would be built. NEC, DOT and OMB believe that the

Federal government would subsidize fewer projects under Option 2 than under Option 1. First,
Option 1 allows States/localities to borrow at the federal cost of funds, while Option 2 requires
States/localities to access the credit market at the SIB cost of funds. Second, Option 1 would
provide a financial instrument not routinely offered by private capital markets (a 30 year loan
with limited deferral of principal and interest during the first ten years); given the unusual nature
of the credit instrument, borrowers would have to pay a premium to purchase a private-sector
equivalent of Option 1.

NEC, OMB and DOT argue that the absence of a private market equivalent to Option |
may reflect a capital market imperfection due to the short time horizons of private investors; they
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note that the Federal government can offer more ‘patient’ capital. In response, Treasury argues
that no market failure exists: we observe no similar private sector loans only because the risks are
high and borrowers are unwilling to pay the required premium. Treasury notes that, with perfect
capital markets, States should be indifferent between a direct Federal loan and a grant equalling
the OMB-estimated subsidy cost of the loan (which the State could use to write-down the cost of
a private loan); since States prefer direct Federal loans, Treasury concludes that OMB must be
underestimating the true budget cost of the loan. DOT notes, however, that if capital markets
were imperfect, States could finance more infrastructure with direct Federal loans than with the
grant equivalent. Unfortunately, we have no empirical test of whether private capital markets are
perfect.

RECOMMENDATIONS
NEC, OMB and DOT recommend that you approve Option 1. Treasury recommends that you
approve Option 2. If you are inclined to approve Option 1. Secretary Rubin would like to speak
with you before you give final approval.
DECISION

Y Approve Option 1

Approve Option 2

Discuss Further
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, 0.C. 20803

October 8, 1997 (SENT)
(Senate)

STATEMENT OF ADMINISTRATION PoLICY

(THIS STATEMENT HAS BEEN COORDINATED 3Y OMB WITH THE CONCERNED AGENCES.)

(Warner (R) Virginia and 17 cosponsors)

Reauthorizing the Nation's surface transportation programs is the Administration’s top
' transportation priority for this session of Congress. The Administratiog is pleased that
S. 1173 is a 6-year bill, and that it addresses many of the President's priorities as reflected in the
Administration's proposal. For example, the bill includes important environmental protection,
welfare-to-work, and worker protection provisions; and expands the uses of the highway and
mass transit capital funds. In addition, the Administration supports many of the safety provisions
under consideration by the Cornmerce Committee.

The Bipartisan Budget Agreement. The Bipartisan Budget Agreement (BBA) between

the President and the Congress increased highway spending by $10 billion. While the Senate
reported bill is more consistent with the BBA than the 6-year bill considered by the House
Transportation and Infrastructure Committee, S. 1173 still exceeds the total transportation
spending levels assumed in the BBA — including an additional $2 billion in mandatory outlays.
However, the Administration understands that it is the managers’ intent to modify the bill so that
it remains within the bounds of the carefully crafted BBA. The Administration supports this goal
and urges the Senate to craft a bill that is fully consistent with the BBA. The Adminjstration

- The Administration commends the Senate for retaining
ISTEA’s disadvantaged business enterprise goals and uniform certification provision for
highway projects, and strongly opposes any amendments to repeal or weaken these provisions. In
addition, the Administration would oppose any amendments to weaken: the National
Environmental Policy Act, the Congestion Mitigation and Air Quality Improvement Program
(including allowing single occupancy vehicle projects to receive funding under the Program), or
the Clean Air Act. The Administration is also committed to retaining ISTEA's labor standards
and employee protection requirements afforded working people on federally assisted projects
(including those assisted by State infrastructure banks), and would oppose any amendments
repealing or limiting these protections. The Administration would also oppose changing the
transit formula by adopting any form of minimumn allocation for transit.
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2

Major Concerns. The Administration supports Senate passage of a 6-year transportation
bill, but will seek amendments to S. 1173 to address the concerns described below and the
additional concerns discussed in the attachment.

*  The bill should be modified to be fully consistent with the Bipartisan Budpet
Agreement.

*  The bill’s safety provisions should be strengthened by - retaining the unbelted crash
testing requirement; penalizing repeat drunk driving offenders at the same blood
alcohol level as first offenders; including the Administration’s criteria in the seat belt
incentive program for States to increase seat belt use rates; and eliminating the special
exemption from the Federal seat belt use law for New Hampshire.

*  §.1173 should be amended to authorize the full $2.2 billion requested by the
Administration for the Appalachian Development Highway System, and the full $161
million requested for National Park roads and parkways. The funding levels currently
authorized in the bill are inadequate to support these important programs.

*  The bill should provide additional flexibility to State and Jocal governments in
establishing hiring preferences for in-State welfare recipients, in order to meet the
aggressive targets included in the recent welfare reform law. '

Finally, the Administration supports the use of alternate fuels to improve our nation’s air
quality, and therefore strongly supports the extension of the excise tax exemption for ethanol (but
without phasing down the rates of the benefits). :

Pay-As-You-Go Scoring. S.1173 as reported would increase direct spending; therefore
it is subject to the pay-as-you-go requirement of the Omnibus Budget Reconciliation Act of

1990. Therefore, if the bill were enacted and these costs are not offset during the remainder of
this Congressional session, a pay-as-you-go sequester would be triggered at the end of the
session. OMB’s preliminary scoring estimates of this bill are presented in the table below. Final
scoring of this legislation may differ from these estimates.

(8 in millions)
1398 1999 2000 2001 2002 2003 98-03
Outlays 71 244 335 402 463 529 2,044
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Attachment: Additional Concerns

The Administration supports Senate passage of a 6-year transportation bill, but will seek
amendments to S. 1173 to address the major concerns described above and the additional
concerns discussed in this attachment. The bill should be amended to-

Expand its intermodal focus by permitting State and local governments to use Surface
Transportation Program (STP) funds for publicly owned freight rail infrastructure.

Retain the current 10 percent set-aside of STP funds for transportation enhancements.

Delete Section 1115 which would unnecessarily expand Federal Lands Program
eligibility to include non-Federal aid eligible roads.

Delete two provisions that would dilute the effectiveness of the Hazard Elimination
program by unnecessarily extending the program to the Interstate System (which is
already our safest system of roads), and unnecessarily expanding program eligibility to
include non-safety traffic calming projects.

Prevent confusion and duplication by deleting the provision that would give States the
option of using or not using the metric system in connection with highway construction
contracts.

Further expand the definition of capital to make contracted paratransit services for
individuals with disabilities an eligible expense.

Advance transportation projects more prudently and leverage private and non-Federal
investment by substituting the Administration’s State Infrastructure Bank and Credit
Enhancement proposals for the bill’s current Innovative Infrastructure Finance
provisions. '

In addition, the Administration is concerned that the proposed Magnetic Levitation
Transportation Technology Deployment Program does not adequately take into
consideration evidence on the costs and benefits of projects that would be eligible under
the program.
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Sec. 1236. Design Flexibility.
SUMMARY

This section clarifies section 109 of title 23, United States Code,.

regarding planned future traffic needs and the Secretary’s respon-
sibilities in reviewing State plans for proposed highway projects.
This modification eliminates the requirement that the Secretary
ensure that a State s:an for a highway project must accommodate
future traffic demands. The revised sectfon only requires that the
Secretary ensure that future traffic needs were consi ered.

DISCUSSION

This change gives States and localities additional flexibility in
designing and constructing highway projects under this title.

Subtitle C—Finance
CHAPTER 1—GENERAL PROVISIONS

A considerable gap exists between transportation infrastructure
needs and available Federal resources. It is important that na-
tional transportation poli? anticipate the future and reach out for
ideas on creative waya to finance our Infrastructure needs. The pro-
grams provided in this subtitle will increase the strategic invest-
ment in transportation infrastructure.

Sec. 1301. State Infrastructure Bank Program.
SUMMARY

This section codifies the State Infrastructure Bank (SIB) Pilot
Program authorized in the NHS Designation Act of 1995.

DISCUSSION

This section includes modifications to increase the flexibility of
the SIB program. The current 10-State limit on the number of par-
ticipants in the SIB frogram is eliminated, thus enabling any State
to establish a State Infrastructure Bank. The percentage limitation
regarding funds a State can transfer to use State infrastructure
banks is eliminated. The need to maintain sega.rate highway and
transit accounts within a SIB is also terminate

The 10-state limit unnecessarily restricted States from pursuing
this financial mechanism and the e limitation unneces-
sarily limits States’ use of this mechanism. @ need to maintain
separate highway and transit accounts also imposed an accounting
burden on States that was inconsistent with financial flexibility de-
gired in a financing entity such as a State Infrastructure Bank.

CHAPTER 2—TRANSPORTATION INFRASTRUCTURE FINANCE AND

INNOVATION
SUMMARY
This chﬂ)ter establishes a Federal credit program for surface
transportation, entitled the “Transportation cture Finance
and Innovation Act.” The program is designed to provide funding
for large projects with their own revenue streams, which can obtain

202 385 4797
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and leverage substan
vestment.

This program offers
a new tool to enhan:
tional investment in
greater private secto:
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and leverage substantial private capital with a limited Federal in-
vestment.

DISCUSSION

This program offers the sponsors of major transportation projects
a new tool to enhance limited Federal resources, stimulate addi-
tional investment in our Nation's infrastructure, and encourage
greater private sector participation in meeting our transportation
needs.

The TIFIA program is targeted toward projects that have been

" difficult to finance through traditional means due to their scale and

complexity. Projects must be designated by the Secre as “re-
gionally” or “nationally” sigﬁcant, and they must have the poten-
tial to be self-supporting from user charges or other non-Federal
dedicated funding sources. In addition, eligible projects must cost
more than $100 million or represent an amount greater than 50
percent of a State’s annual apportionment. For ITS projects, the
cost must be at lease $30 million.

Forma of assistance that can be girovided under this ﬂi)lrogram in-
clude loans, loan guarantees, and lines of credit. In cases the
Federal participation will be as a minor investor. Federal ;artldpa-
tion is limited to 33 percent of total project costs. The $630 million
total program over the six-year authorization can leverage total
Federal assistance of up to $10.6 billion in loans and lines of eredit.

This new credit assistance program is a limited, six-year pilot

ro . The ultimate objective of the program is to phase out
Fe leral participation in these large projects and encourage private
capital investment to fulfill this function.

e provision allows the Secretary to provide to all title 28-eligi-
ble projects (including highways, traneit, high speed rail, railroad
highway crossing projects, and others) Federal credit assistance if
the projects meet the eligibility criteria outlined in the provision.

For example, some States are pursuing major initiatives to estab-
lish high s rail systems. The State of Florida reports that its
proposed high speed rail project would require Federal credit as-
gistance financing support. The 320-mile system from Miami to Or-
lando to Tampa would introduce 200 mile-per-hour trains to the
United States and operate on right-of-way exclusively reserved for
its trains. The State of Florida plans to allocate funds from its
transportation trust fund over a 40-year period for this project.
This investment will establish an innovative partnership with the
private sector that is contributing significant equity to the project
and is intending to operate the system over a 40-year period. Such
projects that demonstrate new technology in the United States
marketplace and are financed with significant private sector capital
comprise the types of projects envigioned to receive credit assist-
ance authorized under this provision. :

As introduced, the bill also contained two provisions expressly
applying the “Davis-Bacon™ prevailing wage requirement to funds
made available under this chapter and to pro_lects assisted with
those funds: Section 1314(cX1) would have applied the provisions
of title 23, United States Code, section 118, Sxenby expressly ap-
plying the prevailing wage requirement to highway projects under-
taken under TIFIA; section 1314(cX5) would have applied the pro-
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resgly applying the prevailing wage
. partation projects undertaken under

vision+applying title 28, United States Co
‘gidered redun
terms. For mass transportation prof’ects, the committee deferred
consideration of the application of title 48, United States Code, sec-
tion 6333 to the Committee on Banking, Housing, and Urban Af-
fairs, which has jurisdiction over mass transportation projects.

Sec. 1311. Short Title.

This section identifies a new Federal credit assistance program
for surface transportation facilities as the “Transportation Infra-
structure Finance and Innovation Act of 1997."

Sec. 1312. Findings.

This section recites Congressional findings that a comprehensfve
surface transportation infrastructure system is crucial to the eco-
nomic health of the Nation and that traditional methods of funding
transportation projects, including Federal grants, are insufficient to
meet the Nation’s infrastructure investment needs.

Sec. 1313. Definitions. - - -~ -

.. ‘This section sets forth the definitions for terms used in this chap-
ter, including “project,”’ “eligible pny‘ect costs,” “obligor,” “local
servicer,” and “substantial completion.”

Sec. 1314, Detgrmination of Eligibility and Project Selection.

+; This section defines the threshold eligibility criteria for a project
to.receive Federal credit assistance and outlines the basis upon
which the Secretary .will -select among potential candidates. ’Fhe
Secretary’s determination of a project’s eligi ility will be based on
both quantitative.and qualitative factors, including State and local

support, iject size, whether the project has a revenue stream,
. and whether the project is of national or regional significance.

Sec. 1315. Secured Loans.

This section establishes a temgorary lending program whereby
the Secretary may make direct Federal loans or guarantee loans
from: private lenders in fiscal years 1998 through 2003 to dem-
onstrate to the capital markets the viability of makin transpor-
tation infrastructure investments where returns depend on excess
project cash flows. ‘It is intended to help the capital markets de-
velog the capability to replace the role of the Federal government
by the end of the authorization period in helping finance the costs
of large projects of national significance.

Sec. 1316. Lines of Credit.

This section authorizes the Secretary to enter into agreements to
make direct loans to projects at future dates upon certain condi-

tions occurring. Such agreement would be in the form of a standb
line of credit. 8 S Y
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K Sec. 1317. Project Servicing.

- The program will use State or local governmental agencies to as-
§eist the Secretary in servicing each credit instrument. The State
2 may designate its State infrastructure bank or another public agen-
*ey to serve as the local servicing agent for the credit instrument.

, This section adds a new section to chapter 1 of title 49, requiring
jithe Secretary to establish an Office of Infrastructure Finance to
fmanage the credit program and provide related technical and edu-
Bl cational assistance. .

k:Sec. 1819. State and Local Permits.

“This section states that this title in no way supersedes any exist-
f:ing State or local laws, regulations, or project approval require-_
E:ments.

: "Sgg 1320. Regulations.

This section provides that the Secretary can issue regulations
that are appropriate concerning this chapter.

Sec. 1321. Funding.

3% e0This section provides contract authority to fund the budgetary or
goubsidy costs of the Federal credit instruments. Subsidy costs,
fwhich are defined in and required to be funded by budget authority
funder the Federal Credit Reform Act of 1990, represent the present
value of expected cash flows for each credit instrument, taking into
account the default risk as well as any interest rate subsidy. Since
this title requires all secured loans to be made at a rate equal to
; the comparable term U.S. Tream rate, there will be no interest
fi subsidy element. A total of $60 million for each of fiscal years 1998
f and 1999; $90 million for each of fiscal years 2000 and 2001; and
¥ $116 million for each of fiscal years 2002 and 2003 is authorized
K under this title. The contract authority would remain available
';gﬁh expended and would be derived from the Highway Trust
& Fund. .

§ The bill caps the nominal amount of credit instruments sup-
¥ ported by this contract authority at $1.2 million for each of fiscal
g years 1998 and 1999; $1.8 million for fiscal years 2000 and 2001;
& and $2.0 million for fiscal years 2002 and 2003.

S}c 1322. Report to Congress.

% This section requires the Secretary to summarize the activities
if-and results of the assistance programs and mechanisms provided
. under this title, including whether they are succeeding in encour-
i* aging the private capital markets to invest in large transportation
£ infrastructure projects. The report shall be made within 4 years of
j- enactment of the subtitle and include recommendations on whether

§: the program should be continued or phased out by the end of the
k' authorization period as planned.
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Timing. The October 8, 1997, SAP puts the Administration on record as
opposing Senator Chafee’s innovative financing proposal in S. 1173, the ISTEA
reauthorization. There will be opportunities to reemphasize this position formally in
the future, in particular in the Senate Floor or the Conference SAP. Since the
House opposes this program, innovative financing will be a conference issue. Less
formally, Treasury and/or Transportation staff could inform Senate staff of our
opposition. Since Transportation supports this program off the record, an
alternative to directly informing staff of our concerns would be to ask
Transportation to be silent on this issue.

Funding Levels. The Senate bill exceeds the President’s request for
highways, highway safety, and transit by approximately $50 billion over 6 years.
Given these large increases, there is less of a need to bend our principles to make
more funding available for these programs in the future. The Administration’s
proposed innovative financing program will still be available to serve some projects
in need.







