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GOVERNORS 
ASSOCIATION 

GcorBi: N'. Vtiimivich 
Governor of Ohio 

Thnmas R. Curpcf 
Governor of Delaw.ir*,-
Vitu Cliuirn^"' 

March 30, 1998 

The Honorable John McCain, Chair 
Senate Comnierce, Science, and Transportation Commiuee 
241 Russell Senate Office Building 
Washington. DC 20510 

Dear Senator McCain: 

Lxtcunvi.- r>iTocti': 

Hil l of tho St.iti:> 
H-̂A North C.a|̂ iUl| Mn.-i,'. 
V:'Mhington. D.C ^OIKII I ^ l 
T•:lcplWl.c(2U2l62^-'^Wl> 

CP 

The Senate Commerce. Science, and Transportation Committee will soon begin to mark up one ot the 
most imponant bills Congress will consider this year comprehensive tobacco settlement legi..lai,on. 
Given the vital role you and your committee will play in determining the fate of tobacco legislunon ,n 
the Senate, the nation's Govemo« want to make you aware of the states' priorities and concerns â  
vou prepare to move forward. It is critical that Govemors and your committee work together closely 
and engage in an ongoing dialogue as mark up begins and the bill moves through the legislative 
process. 

The states' interest in taking action to reduce youth smoking is longstanding. The national debate ove, 
tobacco .settlement legislation was made possible by years of state effort and leadership, In 1994 the 
first broad lawsuits were filed by states against the tobacco industry based on claims ,nclud,n. 
consumer protection, fraud, racketeering, antitrust violations, and health care costs. Since ,hat time, 
fony-one states and territories have filed their own lawsuits to reduce youth smoking, secure publ.c 
disclosure of tobacco documents, and recoup health care costs, among other goals, Medicaid 
represents only a portion of the state suits, in some states only a small portion. 

Because the state lawsuits made a national seitlemeni possible, the states must be full partners in 
• draftina .ettlemem legislation. The ultimate success of a nationwide effort to reduce youth smoking 

will depend on state implementation, so stales must be involved in designing programs that will work. 

Prosrammatic reforms will be at the center of any tobacco settlement. The Govemors are committed 
to reducing youth smoking and resiticting young people's access to tobacco products. We recognize 
that Congress will likely adopt the Food and Drug Administration's (FDA) recommendations related 
to nationwide access standards, but the statgLghguldJ^^ to design ajd implemem tjie 
most effective ^ ^ s of enfojsUlgJhpse standards. States must be involved m settmg targets so that 
i h ^ ^ ^ T ^ i j r S ^ ' S t T ^ ; ^ ^ achievea through aggressive ll^ip&ntat.on ofthe reforms set 
forth in the bill. P.t»n n^s inp should remain a state responsibility, and P^"akies for violations 
should be state designed. Effons to reduce exposure to environmental smoke should be undenaken at 
!he state and l o l ^ T i f ^ s . Any bill under consideration must addr«.. the needs of tobacco farmers and 
their communities and the need for a tobacco program. 

In addition to these programmatic priorities, the distribution of settlement funds will ..so be an issue of 
considerable importance to the nation's Governors. The Govemors strongly believe tha, settlemen, 
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u • .nt-^Ari*-.- direct oavmenis to states and federal setilemcm_fund>̂  li 

legislation is intended to resoWe ^ ' ^ ^ ^ J ^ ^ ' ' ' ^ ' ^ a r . i m i £ i h a t ^ ^ 
tobacco settlemem funds must go o the ^̂ ^̂ ^̂  

of these funds. .The federal governmeni 

The Govemors strongly oppose federal — T Z ^ ^ ^ ^ — ^:ds ^ 
,n congress and the administration consider a P O ^ - ô^̂^̂^̂  

. J , J u c.!.„<.»n« tr̂ hn Chafee fR-R.L). Bob Graham (D-Flu,). and 

!fr «rwaTrn«s°r^:^ rr:':c"S'tr.c.es.a,„...... o^..o. 
Tom Harkm (,u lowa; mciuuc t- / . . number of important elements. First, the 

r:r?:w—u"f~™ :rp!: ;:„™h *e ̂ .̂L P™,... s.co„d..... 
fetoal f '""^"^"'"^"'^^,^ a,at Lgoliaed by ihe state attotrteys general in the onpnal 

-r-L- =^eU an ̂^̂̂ ^̂̂  ^̂ orar̂ e:;— 
Lgislation and encourage you to incorporate it mto your bill, 

Absent passage of comprehensive legislation settling state lawsuits, it will be critical to the states thai a 
mofe tar'e ed package include clarification that funds negotiated by the states to re sol e the 
more targeteo ivoa^^^ v ^ . , • the federal eovemment, State lawsuits were 

r ; i : d : l " a : j r Tĥ e O o v e ™ . wn, sttongly oppose e«on. the 
X T g — n t to «,«cl, eutrem law to take from the sm.es what conlt. an,oun, to ntore than half 
of some states' settlement awards. 
An analysis of how federal legislation addresses our programmatic and fmandal concems will help 
T i c H r̂̂ rmine whether we counsel our attorneys general to sign consem decrees resolvmg state 
Govemors determme whether we counsel o , t individual lawsuits against 
lawsuits or whether nstead states would be better served oy pursum^ • 
thrindu^^Jy. National legislation must not reduce states to afterthoughts ,n the process we in.tiated. 
We appreciate your consideration of our perspective. If we can provide you wuh add.nonal 
information, please contact the National Governors' Association, Sincerely, 

George V, Voinovich Governor Thomas «. Carper 
Vice Chairman 
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q^nyl&owles 

Goverty*Toy Romer 
State oWolorado 

y^ovemor John G- Rowland 
r / State of Connecticut 

Governor Lawton Chiles 
State of Florida 

Governor Zell Miller 
State of Georgia 

Governor Frank O'Bannon 
State of Indiana 

Gove«*«^^rrN' E. Bransiad 
State of Iowa 

Governor BiHjEraves 
State of Kansas 

Governor Paul E. Patton 
State of Kentucky 

Govemo^ngus S. King, Jr. Q 
State of Maine 

G ^ ^ o r Benjamin J. Cayetai 
State of Hawaii 

OoAtmor Jim Edgar 
State of Illinois 

J Caveta<J6 Governor Parris N. Glendening Governor Parris N. Glendening 
State of Maryland 

Governor Areeo Paul Cellucci 
State of Massachusetts 
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Governor Ame H. Carison 
State of Minnesota 

GovernoiVjar>'E. Johnson 
State of New Mexico 

Governor ̂ orge E. Pataki Governor <i:orge E. Pataki 
State of New York 

RHurnrit T . .Schafcr ^ 
Governor Mel Camahan 
State of Missouri 

Governor Edward T. Schafer ^ 
State of North Dakota 

Governor Marc RacicOt 
State of Montana 

";n«(»mor E^eliamin Nellbn Governor ^Beljamm 
State of Nto^^a 

Governor Bob Miller 
State of Nevada 

Governor Christine T. Whitman 
State of New jersey 

_ Aĉ lCl 
Cjtx_LJTr Frank Keating 
State of Oklahoma 

G. 
pernor John A, 

of Oregon 

Governor Tom Ridge 
State of Pennsylvania 

Governor Pedro Rossello 
Territory Puerto Rico 
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Governor Lincoln Almond 
State of Rhode Island 

9 ^ rY\. y S - - ^ 
'Governor David M.^easley 

State of South Carolina 

jfQo\txnot JimGermger 
State of Wyoming 

Governor Don SUnoquist 
Stale of Tennessee 

O. 
Governor Michael O. Leavitt 
State of Utah 

Governor Howard Dean, M-D. 
State of Vermont 

Governor PhiliplE- Batt 
State of Idaho 

tovemor James B. Hum 
State of North Carolina 

Cecil H. Underwood 
State fcf West Virginia 

• nA\;amnr Torr Governor Tommy G. Thompson 
State of Wisconsin 
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FAX COVER SHEET 

Number of pages: 5 
(excluding cover sheet) 

Date: 5-12-98 

TO: SAP DISTRIBUTION LIST 

FROM: OMB LEGISLATFS^ AFFAIRS 
Phone: 395-4790 

SUBJECT OF SAP: 

Director Raines ISTEA Conferees Letter 
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§' ^ y \ E X E C U T I V E O F F I C E O F T H E P R E S I D E N T 

^ ^ 5 ^ ^ OFF ICE O F M A N A G E M E N T A N D B U D G E T 

y ^ C ^ M ) WASHINGTON, O.C. 20S03 

^ ^ ^ May 12, 1998 
THE OlRECTOR •' ' 

The Honorable Bud Shuster 
Chairman 
Committee on Traixsportalion 
2165 Raybtun House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As the House-Senate conference' on reauthorization of the Intermodal Surface 
TrcTisportation Efficiency Act (HJR_ 2400) proceeds, I write urging yovtr consideration of a 
proposal the Adminislxation has made to resolve the important budget issues raised by this 
legislation. 

On April 30,1 sent you a letter expressing the Administration's serious concems about 
the excessive spending in the House and Senate bills; in particular, that the spending levels 
wotild either require tinacceptable reductions in high priority discretionary program fimding, or 
they would drain anticipated budget surpluses prior to fiilfilling our commitment to save Social 
Security fust. 

These budgetary concems were reiterated in a May 1 letter to conferees from Secretary 
Slater, along with a detailed review of other important poUcy issues that need to be resolved in an 
acceptable manner in order to bring this legislation to a conclusion. These issues include a 
stronger national standard for drunk driving and other safety concems, maintenance of the 
historical balance in highway-transit fimding, and ensuring protection ofthe environment as we 
carry out transportation programs-

Last week, during the course of ongoing discussions with conferees, the Administration 
proposed the attached ftamework for bridging some ofthe distance between the fimding levels 
supported by the Administration, the House and the Senate. The framework is based on four 
principles: (1) the projected budget surplus shall not be used to pay for the legislation; 
(2) spending shall be offeet fiilly, without lowering the caps on discretionary spending; (3) after a 
phase-in period, total budget resources spent each year should equal total receipts to the Highway 
Tmst Fund (HTF); and (4) spending levels in the legislation shall be sustainable after the end of 
the authorization period. 

This firamework fiilfills the objective of many in Congress that one hundred percent of 
Highway Trust Fund receipts be available for obUgaiion. After an appropriate phase-in period, a 
new budget mechanism would require that total fiinding equal 100 percent of total HTF receipts. 
This funding guarantee would serve as both a floor and a ceiling for fiscal years 1999-2004. In 
exchange for the unprecedented guarantee of authority to spend all prior year Trust Fund 
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receipts, this framework also establishes that total surface transportation spending will not 
exceed receipts. Total funding over the reauthorization period would equal $218.9 billion which 
is between the amounts called for in the House and Senate bills. However, this funding would be 
provided over seven years, instead of six, in order to satisfy the Administration's core principles 
that the surplus not be depleted and the spending caps not be reduced. 

The President's senior advisers would recommend that he veto a conference rej?.ort that ' 
makes available an excessive level of budgetary resources if financed by spending the surplus by 
reducing the domestic discretionary caps, by using unacceptable offsets, or by forcing cuts in ' 
domestic priorities. We would also recommend veto of a conference report that skews 
transportation priorities. 

We need final action now on this critical legislation. The Administration strongly mges 
the conferees to seriously consider the fiamework discussed in this letter, which would ensure 
stable fimding for surface transportation, in a manner that is both fiscally responsible and 
consistent with the President's pledge to save Social Security first ~"' 

Sincerely, 

Franklin D. Raines 
Director 

Attachment 
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Identical Letter Sent To: 

The Honorable Bud Shuster 
The Honorable James Oberstar 
The Honorable Tom Petri 
The Honorable Nick Rahali 
The Honorable John Chafee 
The Honorable Max Baucus 
The Honorable John Warner 
The Honorable William Roth 
The Honorable Daniel Patrick Moynihan 
The Honorable Alfonse D'Amato 
The Honorable Paul Saibanes 
The Honorable John McCain 
The Honorable Ted Stevens 
The Honorable Ernest HoUings 
The Honorable Pete Domenici 
The Honorable Frank Lautenberg 
The Honorable Tom BUley 
The Honorable George Brown 
The Honorable John Dingell 
The Honorable Jim Sensenbrenner 
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ISTEA RE AUTHORIZATION 

May 5,1998 

Core principles. Final legislation must be consistent with the following principles: 

• The projected budget surplus shall not be used to pay for the legislation. 
• Spending shall be offset fiilly, without lowering tiie cap on other discretionary spending. 
• After a phase-in period, total budget resources spent each year should equal total receipts 

to the Highway Trust Fund (HTF). 
• Spending levels in the legislation shall be sustainable after the end ofthe authorization 

period. 

Aggregate Funding. Any agreement reached on fimding issues is contingent on agreement 
regarding policy issues. 

Aggregate budgetary resources (obligation limitations plus any budget atithority not 
subject to limitation) will total $218^ billion over the period 1998-2004. 

• A new budget mechanism will provide, after an appropriate phas&-in period, negotiated 
assurances that all receipts to the HTF will be obligated. Total budgetary resources in 
each year will equal estimated prior year receipts (as in the Chafee-Bond proposal) in 
order to provide States with certainty about spending levels. 

• Assured spending will be distributed between highway spending and transit spending in 
the same proportions as total authorizations are distributed between highways and transit 
in the Senate bill. Within the total for highways, highway safety will be fimded at the 
authorization levels contained in the Administration's NEXTEA proposal. This offer 
assumes that no demonstration projects are fimded. If any demonstration projects are 
included in final legislation, they will need to be fimded within the total for hi^w^s. 

Balances in the Highway Account of tiie HTF, except those amounts needed to pay for 
prior year spending, will be transferred to the General Fimd. The Highway Trust Fund 
will not collect interest 
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In 1999 and 2000, total fimding would equal the levels in the President's Budget; in 2001, 
total fimding would equal 97 percent of total HTF receipts; in 2002 and beyond, total 
fimding would equal 100 percent of total HTP receipts: 

(In billions of dollars) 

1998 1222 2 m 2QQ1 2022 2Q03 2004 Total 

Prior-Year Receipts" 23.9 32.3 32.4 33.2 33.8 34.4 35.1 225.2 

Total 
Budget resources 28.0 27,8 27.7 32.1 33.8 34.4 35.1 218.9 
Outlays 26.5 273 27.7 28.7 30.8 32.5 33.5 206.9 

j^wy Funding 
BR 23.1 23.0 22.9 26.0 27.4 27.9 28.4 1 78.8 
OL 22.3 23.4 23.4 24.1 25.6 26.7 27.4 173.1 

Transit Funding 
BR 4.8 4.8 4.8 61 6.4 6.5 6.7 40.1 
OL 4.2 3.9 ^ ^ _12 _iLfi 33.8 

1/ Receipts have beai normalized to diminaie the '97 TRA one-time shift of deposits between '98 and '99. 

All outlays above those called for in the President's Budget will be offeet fiilly under 
CBO scoring by implementing, as part of the reauthorization, the "VA tobacco" proposal 
contained in the President's Budget Outlays savings associated with the VA tobacco 
ofifeet, net of fimds neededfor the President's GiBill initiative, are as follows: 

C[n billions of dollars) 

1998 1999 2000 2001 2002 2QQ2 2QM Total 

OMB scoring n.a- -0.7 -12 -2.1 -6.0 -6.0 -6.0 -21.8 
CBO scoring n.a. -0.4 -0.8 -1.7 -2.6 -3.6 -4.6 -13.5 


