FOIA Number: 2015-0463-F

FOIA
MARKER

This is not a textual record. This is used as an
administrative marker by the William J. Clinton
Presidential Library Staff.

Collection/Record Group: Clinton Presidential Records
Subgroup/Office of Origin:  National Economic Council

Series/Staff Member: Dorothy Robyn

Subseries:

OA/ID Number:
FolderID:

Folder Title:

WTW [Welfare to Work] / DBE [Disadvantaged Business Enterprise]: ISTEA [Intermodal Surface
Transportation Efficiency Act] - Principals' Mtg. [Meeting]

Section: Position:

S 3




THE WHITE HOUSE

WASHINGTON
September 22, 1997

MEMORANDUM FOR GENE SPERLING
FROM: Dorothy Robyn
SUBIJ: Principals’ Meeting on ISTEA

On Tuesday, September 23 from 1:45-2:30 pm, you will chair a small principals’ meeting
on ISTEA. See list of attendees, attached.

The major purpose of the meeting is to decide how the Administration should respond
to the Shuster-Gingrich agreement on ISTEA. Under that agreement, on Wednesday,
Shuster will mark-up a straight six-inonth reauthorization of current programs. and postpone
the fight over his multi-year reauthorization bill until next year. Shuster can live with this
compromise because it allows him to debate the multi-year bill while Congress is
considering the 1999 budget resolution, which presumably will reflect higher revenues than
were assumed in the balanced budget agreement. For that same reason, the Administration
would like to avoid a 6-month bill: it will bias the debate on the 1999 budget resolution in
favor of transportation and infrastructure spending.

Although the Senate is on track to pass a 6-year bill similar to our own NEXTEA proposal,
Sen. Chafee and others might well will accept a 6-month extension without a fight. That’s
so, because there are significant differences between the House and Senate bills --
particularly with respect to the funding formulas -- and it would take conferees a long time
to sort out those differences.  Moreover,” Sen. Chafee still has-a messy floor fight to get
through (he got a speedy committec markup by promising Mewmbers they could offer scores
of amendments on the floor), which will delay completion of the bill until mid-October.
Thus, Chafee may: be content to.get-his-Senate-epproved biil to the House for consideration
next year, and accept Shuster’s 6-month extensionfor the immediate future.

In short, we may. be stuck with a 6-month bill.

Even so, we probably want to make the case against a temporary extension of ISTEA.
(Many states will not Jike it, although they will like the prospect of higher ISTEA funding
down the road.) Moreover, we need to think about how o minimize the damage Shuster’s
bill will do next year. '

See attached memo from OMB .on th_e' stare of play and possible alternatives to a 6-month
extension. Dan Tate’s e-mail, attached, descibes the likely scenario at Wednesday’s

markup. Also attached are receni BNA ctories on ISTEA .

As Dan’s e-mail says, this could al! changs tomorrow.




Attendees:

John Hilley
Frank Raines
Rodney Slater

Andy Blocker
Michael Deich
Dan Tate

Steve Palmer, DOT
Janno Lieber, DOT
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September 22, 1997
ISTEA MEETING
BACKGROUND INFORMATION

State of Play

In the House, Chairman Shuster is expected to introduce tomorrow and
markup in Full Committee on Wednesday, a six month ISTEA reauthorization. The
bill would continue current programs and formula funding allocations. Spending
levels are expected to be consistent with the Budget Resolution. No highway
demonstration projects, which are scored as mandatory spending, will be included.
(The Committee may also consider, but is unlikely to report out, a six year bill with
a budget compliance mechanism. This mechanism would require a spending cut in
the last year of the bill to bring the spending totals in line with the resolution. The
difficulty is that Congress is likely to override the compliance mechanism when it is
time to make the cut in infrastructure spending.)

By extending ISTEA through March 31, 1998, the reauthorization debate
would occur at the same time as consideration of the 1999 budget resolution.
CBO and OMB projected in their revised Mid-Session budget estimates that over the
next five years revenues would exceed those assumed in the budget deal. These
added revenues would be reflected in the 1999 budget resolution. Shuster is
seeking to allocate a portion of these revenues to infrastructure programs.

A six month bill is problematic because it would bias the debate on the 1999
Budget Resolution towards infrastructure spending. The benefit of increasing
infrastructure spending would be immediately apparent since it would translate
directly to spending for the States in the ISTEA reauthorization. However, the
appropriations process will not have progressed to the point where the tradeoff will
be apparent of what specific programs would be cut to fund the increased
infrastructure spending. Similarly, it will bias the debate as to where any increased
revenues reflected in the 1999 resolution should be spent.

The six month extension is in lieu of Shuster’s 3 year bill which was reported
out of subcommittee on September 10th. That bill, H.R. 2400, would spend $26
billion in budgetary resources (BR) and $9 billion in outlays (OL) more than assumed
in the budget deal over 3 years Over 5 years, assuming its policies were continued,
H.R. 2400 permits spending of $54 billion in BR and $29 billion in OL above the
deal.

In the Senate, the EPW Committee ordered reported on September 17th a 6
year bill that is generally consistent with the deal. (The bill has a $2 billion paygo
loss that staff plan to address before it is brought to the floor.) Chairman Chafee
plans to bring the bill to the floor during the first week in October.
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Alternatives to a Six Month Extension

(1) Six Year Bill at Current Budget Resolution Numbers. Support the Senate EPW
bill's contract authority (CA) levels, while acknowledging that the true
infrastructure spending levels are determined through the annual appropriations
process. The $29.7 billion average annual contract authority in the 1998 budget
resolution compares to 1997 enacted spending levels of $24.8 billion and likely
1998 spending levels of $27.9 billion for infrastructure spending. Therefore, the
1998 resolution levels permit significant increases in infrastructure spending in
future years, provided the Appropriations Committee allocates spending authority to
transportation. This would set up an annual debate on spending priorities since all
spending would be under the discretionary cap.

(2) One Year Extension. A one year extension is not as good as a six year bill.
However, it is preferable to a six month extension because it would allow the
debate on the 1999 Budget Resolution and spending priorities to occur on a more
level playing field.

(3) Six Year Bill at Current Budget Resolution Levels with a Trigger. The current
ISTEA bill included a trigger (the requirement to designate the National Highway
System) which forced Congress to reopen ISTEA in the third year of the bill.
Congress used this opportunity to fine tune ISTEA. A similar trigger could be
proposed which would allow a reexamination of the reauthorization two or three
years from now, including the contract authority levels. This trigger partially
addresses the concerns of those who want the opportunity to capture the benefits
of improved economic forecasts. However, it is preferable to the trigger
mechanisms Shuster had been considering which would automatically allocate a
portion of increased revenues above the deal to infrastructure.
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Record Type: Record

To: John L. Hilley/WHO/EQOP, Michael Deich/OMB/EOP, Dorothy Robyn/OPD/EOP, Gene B.
Sperling/OPD/EOP
cc: Ananias Blocker HII/WHQ/EOP

Subject: ISTEA Reauthorization

In preparation for the meeting tomorrow, | thought it would be helpfui to give the current state of
play.

The tentative plan for Wednesday's House Transportation Committee markup is:

1) pass a 6 month extension of current ISTEA law. There will be no member projects will be
included. The committee will report this bill favorably for floor consideration.

2) mark up, but not pass HR 2400, BESTEA (the Shuster bill). The committee will convert the
current 3 year bill to a 6 year bill with $32 bill/yr for years 4,5,6. There will be langauge to ensure
that the balanced budget targets are met, but that money may be spent if it is available. (I do not
have leg. language)

Option 1 would be sent to the floor and passed. Option 2 would remain in committee and could be
called up in the event that new money is made available next year. It is apparent that he wants to
use the popularity of the program to muscle money out of the budget during the election year.

Shuster intends to take the 6 month bill to conference and refuse to entertain a conference unless
the Senate comes in with a 6 month or something close to #2.  Shuster is to meet with the

leadership again tomorrow on the issue.

This could all change tomorrow. Dan



THE WHITE HOUSE

WASHINGTON
September 22, 1997

MEMORANDUM FOR GENE SPERLING
FROM: Dorothy Robyn
SUBIJ: Principals’ Meeting on ISTEA

On Tuesday, September 23 from 1:45-2:30 pm, you will chair a small principals’ meeting
on ISTEA. See list of attendees. attached.

The major purpose of the mecting is to decide how the Administration should respond
to the Shuster-Gingrich agreement on ISTEA. Under that agreement, on Wednesday,
Shuster will mark-up a straight six-monih reauthcnzaticri of carrent programs and postpone
the fight over his multi-year reauthorization bill until next year. Shuster can live with this
compromise because it allows him to debate the multi-year bill while Congress is
considering the 1999 budget resolution, which presumably will reflect higher revenues than
were assumed in the balanced budget agreement. For that same reason, the Administration
would like to avoid a 6-month bill; it will bias the debate on the 1999 budget resolution in
favor of transportation and infrastructure spending.

Although the Senate is cn track to pass a 6-vear bill similar to our own NEXTEA proposal,
Sen. Chafee and others might weil wiil accept a 5-month extension without a fight. That’s
so, because there are significant ditferences between the House and Senate bulls --
particularly with respect to the funding formules -- and ii would take conferees a leng time
tc sort out those diffzerences. Morcover, Sen. Chafee still has a messy floor fight o get
through (he got a speedy committee markap by premising Members they could offer scores
of amendments on the flcor), which will delay coimpietion of the biil untii mid-October.
Thus, Chafee may be content te get his Senate-cpproved bid to the House for consideration
next year, and accept Shuster’s 6-monti extension for the immediate future.

In short, we may he stuck with a 6-month bill.

Even so, we probably want to make the case against a temporary extension of ISTEA.
(Many states will not Jike it, although they will like the prospect of higher ISTEA funding
down the road.) Morcover, we need (o think abeut how o minimize the damage Shuster’s
bill wiil do next year.

See attached memo frcm OME o« the stae of play and possible alternatives to a 5-month
extensior.. Dan Tate’s e-meil, atteched, descibes ihe Lkely scenario at Wednesday's

markup. Also artached are recert BMNA stavies on 1STEA

As Dan’s e-mail says, this could all changs tomorrov
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September 22, 1997
ISTEA MEETING
BACKGROUND INFORMATION

State of Play

In the House, Chairman Shuster is expected to introduce tomorrow and
markup in Full Committee on Wednesday, a six month ISTEA reauthorization. The
bill would continue current programs and formula funding allocations. Spending
levels are expected to be consistent with the Budget Resolution. No highway
demonstration projects, which are scored as mandatory spending, will be included.
(The Committee may also consider, but is unlikely to report out, a six year bill with
a budget compliance mechanism. This mechanism would require a spending cut in
the last year of the bill to bring the spending totals in line with the resolution. The
difficulty is that Congress is likely to override the compliance mechanism when it is
time to make the cut in infrastructure spending.)

By extending ISTEA through March 31, 1998, the reauthorization debate
would occur at the same time as consideration of the 1999 budget resolution.
CBO and OMB projected in their revised Mid-Session budget estimates that over the
next five years revenues would exceed those assumed in the budget deal. These
added revenues would be reflected in the 1999 budget resolution. Shuster is
seeking to allocate a portion of these revenues to infrastructure programs.

A six month bill is problematic because it would bias the debate on the 1999
Budget Resolution towards infrastructure spending. The benefit of increasing
infrastructure spending would be immediately apparent since it would translate
directly to spending for the States in the ISTEA reauthorization. However, the
appropriations process will not have progressed to the point where the tradeoff will
be apparent of what specific programs would be cut to fund the increased
infrastructure spending. Similarly, it will bias the debate as to where any increased
revenues reflected in the 1999 resolution should be spent.

The six month extension is in lieu of Shuster’s 3 year bill which was reported
out of subcommittee on September 10th. That bill, H.R. 2400, would spend $26
billion in budgetary resources (BR) and $9 billion in outlays (OL) more than assumed
in the budget deal over 3 years Over 5 years, assuming its policies were continued,
H.R. 2400 permits spending of $54 billion in BR and $29 billion in OL above the
deal.

In the Senate, the EPW Committee ordered reported on September 17th a 6
year bill that is generally consistent with the deal. (The bill has a $2 billion paygo
loss that staff plan to address before it is brought to the floor.) Chairman Chafee
plans to bring the bill to the floor during the first week in October.
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Alternatives to a Six Month Extension

(1) Six Year Bill at Current Budget Resolution Numbers. Support the Senate EPW
bill’s contract authority (CA) levels, while acknowledging that the true
infrastructure spending levels are determined through the annual appropriations
process. The $29.7 billion average annual contract authority in the 1998 budget
resolution compares to 1997 enacted spending levels of $24.8 billion and likely
1998 spending levels of $27.9 billion for infrastructure spending. Therefore, the
1998 resolution levels permit significant increases in infrastructure spending in
future years, provided the Appropriations Committee allocates spending authority to
transportation. This would set up an annual debate on spending priorities since all
spending would be under the discretionary cap.

{2) One Year Extension. A one year extension is not as good as a six year bill.
However, it is preferable to a six month extension because it would allow the
debate on the 1999 Budget Resolution and spending priorities to occur on a more
level playing field.

(3) Six Year Bill at Current Budget Resolution Levels with a Trigger. The current
ISTEA bill included a trigger (the requirement to designate the National Highway
System) which forced Congress to reopen ISTEA in the third year of the bill.
Congress used this opportunity to fine tune ISTEA. A similar trigger could be
proposed which would allow a reexamination of the reauthorization two or three
years from now, including the contract authority levels. This trigger partially
addresses the concerns of those who want the opportunity to capture the benefits
of improved economic forecasts. However, it is preferable to the trigger
mechanisms Shuster had been considering which would automatically allocate a
portion of increased revenues above the deal to infrastructure.
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Record Type: Record

To: John L. Hilley/WHO/EOP, Michael Deich/OMB/EOP, Dorothy Robyn/OPD/EOP, Gene B.
Sperling/OPD/EOP
cc: Ananias Blocker IlI/WHQ/EQP

Subject: ISTEA Reauthorization

In preparation for the meeting tomorrow, | thought it would be helpful to give the current state of
play.

The tentative plan for Wednesday's House Transportation Committee markup is:

1) pass a 6 month extension of current ISTEA law. There will be no member projects will be
included. The committee will report this bill favorably for floor consideration.

2) mark up, but not pass HR 2400, BESTEA (the Shuster bill). The committee will convert the
current 3 year bill to a 6 year bill with $32 bill/yr for years 4,5,6. There will be langauge to ensure
that the balanced budget targets are met, but that money may be spent if it is available. (I do not
have leg. language)

Option 1 would be sent to the floor and passed. Option 2 would remain in committee and could be
called up in the event that new money is made available next year. It is apparent that he wants to
use the popularity of the program to muscle money out of the budget during the election year.

Shuster intends to take the 6 month bill to conference and refuse to entertain a conference unless
the Senate comes in with a 6 month or something close to #2. Shuster is to meet with the

leadership again tomorrow on the issue.

This could all change tomorrow. Dan



THE WHITE HOUSE

WASHINGTON
September 22, 1997

MEMORANDUM FOR GENE SPERLING
FROM: Dorothy Robyn
SUBJ: Principals’ Meeting on ISTEA

On Tuesday, September 23 from 1:45-2:30 pm, you will chair a small principals’ meeting
on ISTEA. See list of attendees, attached.

The major purpose of the meeting is to decide how the Administration should respond
to the Shuster-Gingrich agreement on ISTEA. Under that agreement, on Wednesday,
Shuster will mark-up a straight six-inonth reauthorization of current programs. and postpone
the fight over his multi-year reauthorization bill until next year. Shuster can live with this
compromise because it allows him to debate the multi-year bill while Congress is
considering the 1999 budget resolution, which presumably will reflect higher revenues than
were assumed in the balanced budget agreement. For that same reason, the Administration
would like to avoid a 6-month bill: it will bias the debate on the 1999 budget resolution in
favor of transportation and infrastructure spending.

Although the Senate is on track to pass a 6-year bill similar to our own NEXTEA proposal,
Sen. Chafee and others might well will accept a 6-month extension without a fight. That’s
so, because there are significant differences between the House and Senate bills --
particularly with respect to the funding formulas -- and it would take conferees a long time
to sort out those differences. -Moreover, Sen. Chafee still has a messy floor fight to get
through (he got a speedy committec markup by promising Members they could offer scores
of amendments on the floor), which will delay completion of the bill until mid-October.
Thus, Chafee may:be content ‘to- get -his-Senate-epproved biil to the House for consideration
next year, and accept Shuster’s 6-month extension for the immediate future.

In short, we may. be stuck with a 6-month bill.

Even so, we probably want to make the case against a temporary extension of ISTEA.
(Many states will not like it, although they will like the prospect of higher ISTEA funding
down the road.) Moreover, we need to think about how o minimize the damage Shuster’s
bill will do next year.

See attached memo from OMB on the state of play and possible alternatives to a 6-month
extensiori. Dan Tate’s e-mail, attached, descibes the likely scenario at Wednesday’s

markup. Also attached are receni BNA stnries on ISTEA .

As Dan’s e-mail says, this could al! changs tomorrow
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September 22, 1997
ISTEA MEETING
BACKGROUND INFORMATION

State of Play

In the House, Chairman Shuster is expected to introduce tomorrow and
markup in Full Committee on Wednesday, a six month ISTEA reauthorization. The
bill would continue current programs and formula funding allocations. Spending
levels are expected to be consistent with the Budget Resolution. No highway
demonstration projects, which are scored as mandatory spending, will be included.
(The Committee may also consider, but is unlikely to report out, a six year bill with
a budget compliance mechanism. This mechanism would require a spending cut in
the last year of the bill to bring the spending totals in line with the resolution. The
difficulty is that Congress is likely to override the compliance mechanism when it is
time to make the cut in infrastructure spending.)

By extending ISTEA through March 31, 1998, the reauthorization debate
would occur at the same time as consideration of the 1999 budget resolution.
CBO and OMB projected in their revised Mid-Session budget estimates that over the
next five years revenues would exceed those assumed in the budget deal. These
added revenues would be reflected in the 1999 budget resolution. Shuster is
seeking to allocate a portion of these revenues to infrastructure programs.

A six month bill is problematic because it would bias the debate on the 1999
Budget Resolution towards infrastructure spending. The benefit of increasing
infrastructure spending would be immediately apparent since it would translate
directly to spending for the States in the ISTEA reauthorization. However, the
appropriations process will not have progressed to the point where the tradeoff will
be apparent of what specific programs would be cut to fund the increased
infrastructure spending. Similarly, it will bias the debate as to where any increased
revenues reflected in the 1999 resolution should be spent.

The six month extension is in lieu of Shuster’s 3 year bill which was reported
out of subcommittee on September 10th. That bill, H.R. 2400, would spend $26
billion in budgetary resources (BR) and $9 billion in outlays (OL) more than assumed
in the budget deal over 3 years Over 5 years, assuming its policies were continued,
H.R. 2400 permits spending of $54 billion in BR and $29 billion in OL above the
deal.

In the Senate, the EPW Committee ordered reported on September 17th a 6
year bill that is generally consistent with the deal. (The bill has a $2 billion paygo
loss that staff plan to address before it is brought to the floor.) Chairman Chafee
plans to bring the bill to the floor during the first week in October.
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Alternatives to a Six Month Extension

(1) Six Year Bill at Current Budget Resolution Numbers. Support the Senate EPW
bill's contract authority (CA) levels, while acknowledging that the true
infrastructure spending levels are determined through the annual appropriations
process. The $29.7 billion average annual contract authority in the 1998 budget
resolution compares to 1997 enacted spending levels of $24.8 billion and likely
1998 spending levels of $27.9 billion for infrastructure spending. Therefore, the
1998 resolution levels permit significant increases in infrastructure spending in
future years, provided the Appropriations Committee allocates spending authority to
transportation. This would set up an annual debate on spending priorities since all
spending would be under the discretionary cap.

(2) One Year Extension. A one year extension is not as good as a six year bill.
However, it is preferable to a six month extension because it would allow the
debate on the 1999 Budget Resolution and spending priorities to occur on a more
level playing field.

(3) Six Year Bill at Current Budget Resolution Levels with a Trigger. The current
ISTEA bill included a trigger (the requirement to designate the National Highway
System) which forced Congress to reopen ISTEA in the third year of the bill.
Congress used this opportunity to fine tune ISTEA. A similar trigger could be
proposed which would allow a reexamination of the reauthorization two or three
years from now, including the contract authority levels. This trigger partially
addresses the concerns of those who want the opportunity to capture the benefits
of improved economic forecasts. However, it is preferable to the trigger
mechanisms Shuster had been considering which would automatically allocate a
portion of increased revenues above the deal to infrastructure.
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To: John L. Hilley/WHO/EOP, Michael Deich/OMB/EOP, Dorothy Robyn/OPD/EOP, Gene B.
Sperling/OPD/EOP
cc: Ananias Blocker IIl/WHO/EQOP

Subject: ISTEA Reauthorization

In preparation for the meeting tomorrow, | thought it would be helpful to give the current state of
play.

The tentative plan for Wednesday's House Transportation Committee markup is:

1) pass a 6 month extension of current ISTEA law. There will be no member projects will be
included. The committee will report this bill favorably for floor consideration.

2) mark up, but not pass HR 2400, BESTEA (the Shuster bill). The committee will convert the
current 3 year bill to a 6 year bill with $32 bill/yr for years 4,5,6. There will be langauge to ensure
that the balanced budget targets are met, but that money may be spent if it is available. (I do not
have leg. language)

Option 1 would be sent to the floor and passed. Option 2 would remain in committee and could be
called up in the event that new money is made available next year. It is apparent that he wants to
use the popularity of the program to muscle money out of the budget during the election year.

Shuster intends to take the 6 month bill to conference and refuse to entertain a conference unless
the Senate comes in with a 6 month or something close to #2. Shuster is to meet with the

leadership again tomorrow on the issue.

This could all change tomorrow. Dan
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(dollars in billions)

As shown below, spending under BESTEA would exceed the BBA levels by $9.2 billion in outlays over 3 years and $29.4 billion over 5 years. Spending under
BESTEA is assumed to be at the authorized funding levels. Since BESTEA only authorizes funding for 3 years, and the Bipartisan Budget Agreement was 5 years, the
last two years of BESTEA are inflated by the baseline assumptions for those years.

TOTALS
EY 98 EY 99 EY 00 EY 01 EY 02 EY98-00 EY 98-02
BR oL BR oL BR oL BR oL BR oL BR oL BR oL
Bipartisan Budget
Agreement 25,791 25,129 26,012 25,560 26,146 25,851 26,285 25,949 26,427 26,137 77,949 76,540 130,660 128,626
BESTEA 30,556 25,551 34,669 28,343 38,681 31,876 39,684 35,149 40,713 37,143 103,906 85,770 184,302 158,061
Delta 4,765 422 8,657 2,783 12,535 6,025 13,399 9,200 14,286 11,006 25,957 9,230 53,642 29,435

PRELIMINARY PAYGO SCORING

As shown below, BESTEA wouid result in a PAYGO cost of $5.7 billion. The PAYGO impact of the bill, is different than the above comparison to the Balanced
Budget Agreement because it only focuses on mandatory increases and uses the baseline as a reference.

Eyes  FEYs9  FEYgo  EY01 — FY02  TOTAL

Contract Authority” 1,296 4,634 7,820 8,001 8,242 29,993
Other Mandatory™

CA 1,687 1,960 2,262 2,322 2,384 10,615

oL 107 521 939 1,304 1,581 4,452
Other increases™™

oL 131 480 296 167 141 1,225
Total CA 2,983 6,594 10,082 10,323 10,626 40,608
Total OL 238 1,011 1,235 1,471 1,722 5677

* Mandatory BA that is subject to limitation only, no OL.

** This increase includes increases to highway demonstration projects and highway equity programs.

~** BESTEA includes obligation ceilings above the expected FY 1998 Appropriation (average of the House and Senate) for Highways
and Transit. Therefore BESTEA is scored with the additional outlays.

NQTES
NEXTEA provides $175 billion in contract authority and budget authority for FY 98-03. The President's Budget adjusted for the BBA assumes outlays of $122.8 billion over the time

period.

BESTEA also includes a provision that would take the four transportation trust funds off-budget. The effect of this provision is not
included in the above estimates. Likewise, Outlay rate increases due to BESTEA programmatic changes have not yet been incorporated.

The BBA provided a total Function 400 level. To derive the BBA totals for BESTEA programs, we used the President's Budget as amended by the BBA
budget amendments. However, since there was a mismatch between budgetary resources and outlays in the BBA Function 400 totals, there is some
discretion involved in determining the BBA total for BESTEA programs.

FOR INTERNAL OMB USE ONLY



THE WHITE HOUSE

WASHINGTON
September 22, 1997

MEMORANDUM FOR GENE SPERLING
FROM: Dorothy Robyn
SUBIJ: Principals’ Meeting on ISTEA

On Tuesday, September 23 from 1:45-2:30 pm, you will chair a small principals’ meeting
on ISTEA. See list of attendees, attached.

The major purpose of the meeting is to decide how the Administration should respond
to the Shuster-Gingrich agreement on ISTEA. Under that agreement, on Wednesday,
Shuster will mark-up a straight six-inonth reauthorization of current programs and postpone
the fight over his multi-year reauthorization bill until next year. Shuster can live with this
compromise because it allows him to debate the multi-year bill while Congress is
considering the 1999 budget resolution, which presumably will reflect higher revenues than
were assumed in the balanced budget agreement. For that same reason, the Administration
would like to avoid a 6-month bill: it will bias the debate on the 1999 budget resolution in
favor of transportation and infrastructure spending.

Although the Senate is on track to pass a 6-year bill similar to our own NEXTEA proposal,
Sen. Chafee and others might well will accept a 6-month extension without a fight. That’s
so, because there are significant differences between the House and Senate bills --
particularly with respect to the funding formulas -- and it would take conferees a long time
to sort out those differences. ~Moreover, Sen. Chafee still has'a messy floor fight to get
through (he got a speedy committeec markup by promising Members they could offer scores
of amendments on the floor), which will delay completion of the bill until mid-October.
Thus, Chafee may: be content -to: get -his-Senate-epproved biil to the House for consideration
next year, and accept Shuster’s 6-month extension-for the immediate future.

In short, we may. be stuck with a 6-month bill.

Even so, we probably want to make the case against a temporary extension of ISTEA.
-(Many states will not like it, although they will like the prospect of higher ISTEA funding
down the road.) Moreover, we need to think about how io minimize the damage Shuster’s
bill will do next year.

See attached memo from OMB on the state of play and possible alternatives to a 6-month
extensiori. Dan Tate’s e-mail, attached, descibes the likely scenario at Wednesday’s

markup. Also attached are receni BNA- stnries on 1ISTEA .

As Dan’s e-mail says, this could al! changs tomorrow.
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September 22, 1997
ISTEA MEETING
BACKGROUND INFORMATION

State of Play

In the House, Chairman Shuster is expected to introduce tomorrow and
markup in Full Committee on Wednesday, a six month ISTEA reauthorization. The
bill would continue current programs and formula funding allocations. Spending
levels are expected to be consistent with the Budget Resolution. No highway
demonstration projects, which are scored as mandatory spending, will be included.
(The Committee may also consider, but is unlikely to report out, a six year bill with
a budget compliance mechanism. This mechanism would require a spending cut in
the last year of the bill to bring the spending totals in line with the resolution. The
difficulty is that Congress is likely to override the compliance mechanism when it is
time to make the cut in infrastructure spending.)

By extending ISTEA through March 31, 1998, the reauthorization debate
would occur at the same time as consideration of the 1999 budget resolution.
CBO and OMB projected in their revised Mid-Session budget estimates that over the
next five years revenues would exceed those assumed in the budget deal. These
added revenues would be reflected in the 1999 budget resolution. Shuster is
. seeking to allocate a portion of these revenues to infrastructure programs.

A six month bill is problematic because it would bias the debate on the 1999
Budget Resolution towards infrastructure spending. The benefit of increasing
infrastructure spending would be immediately apparent since it would translate
directly to spending for the States in the ISTEA reauthorization. However, the
appropriations process will not have progressed to the point where the tradeoff will
be apparent of what specific programs would be cut to fund the increased
infrastructure spending. Similarly, it will bias the debate as to where any increased
revenues reflected in the 1999 resolution should be spent.

The six month extension is in lieu of Shuster’s 3 year bill which was reported
out of subcommittee on September 10th. That bill, H.R. 2400, would spend $26
billion in budgetary resources (BR) and $9 billion in outlays (OL) more than assumed
in the budget deal over 3 years Over 5 years, assuming its policies were continued,
H.R. 2400 permits spending of $54 billion in BR and $29 billion in OL above the
deal.

In the Senate, the EPW Committee ordered reported on September 17th a 6
year bill that is generally consistent with the deal. (The bill has a $2 billion paygo
loss that staff plan to address before it is brought to the floor.) Chairman Chafee
plans to bring the bill to the floor during the first week in October.



LTI

Alternatives to a Six Month Extension

(1) Six Year Bill at Current Budget Resolution Numbers. Support the Senate EPW
bill’s contract authority (CA) levels, while acknowledging that the true
infrastructure spending levels are determined through the annual appropriations
process. The $29.7 billion average annual contract authority in the 1998 budget
resolution compares to 1997 enacted spending levels of $24.8 billion and likely
1998 spending levels of $27.9 billion for infrastructure spending. Therefore, the
1998 resolution levels permit significant increases in infrastructure spending in
future years, provided the Appropriations Committee allocates spending authority to
transportation. This would set up an annual debate on spending priorities since all
spending would be under the discretionary cap.

(2) One Year Extension. A one year extension is not as good as a six year bil.
However, it is preferable to a six month extension because it would allow the
debate on the 1999 Budget Resolution and spending priorities to occur on a more
level playing field.

(3) Six Year Bill at Current Budget Resolution Levels with a Trigger. The current
ISTEA bill included a trigger (the requirement to designate the National Highway
System) which forced Congress to reopen ISTEA in the third year of the bill.
Congress used this opportunity to fine tune ISTEA. A similar trigger could be
proposed which would allow a reexamination of the reauthorization two or three
years from now, including the contract authority levels. This trigger partially
addresses the concerns of those who want the opportunity to capture the benefits
of improved economic forecasts. However, it is preferable to the trigger
mechanisms Shuster had been considering which would automatically allocate a
portion of increased revenues above the deal to infrastructure.




YAN | O
09/22/97 07:13:08 PM

Record Type: Record

To: John L. Hilley/WHO/EOP, Michael Deich/OMB/EOP, Dorothy Robyn/OPD/EOP, Gene B.
Sperling/OPD/EOP
cc: Ananias Blocker III/WHO/EOQOP

Subject: ISTEA Reauthorization

In preparation for the meeting tomorrow, | thought it would be helpful to give the current state of
play.

The tentative plan for Wednesday's House Transportation Committee markup is:

1) pass a 6 month extension of current ISTEA law. There will be no member projects will be
included. The committee will report this bill favorably for floor consideration.

2) mark up, but not pass HR 2400, BESTEA (the Shuster bill). The committee will convert the
current 3 year bill to a 6 year bill with $32 bill/yr for years 4,5,6. There will be langauge to ensure
that the balanced budget targets are met, but that money may be spent if it is available. (I do not
have leg. language)

Option 1 would be sent to the floor and passed. Option 2 would remain in committee and could be
called up in the event that new money is made available next year. It is apparent that he wants to
use the popularity of the program to muscle money out of the budget during the election year.

Shuster intends to take the 6 month bill to conference and refuse to entertain a conference unless
the Senate comes in with a 6 month or something close to #2.  Shuster is to meet with the

leadership again tomorrow on the issue.

This could all change tomorrow. Dan
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