
The original documents are located in Box 17, folder “Highways (1)” of the James M. 
Cannon Files at the Gerald R. Ford Presidential Library. 

 
Copyright Notice 

The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  



~~ 

~~~~ 

_AL-I>J 'o~ ~ ' viJYT 
~~-~ ~Lyl 

(~ r 

~ 
~~ 

G I;;~ 
----:~ 

I 

J! 
Digitized from Box 17 of the James M. Cannon Files at the Gerald R. Ford Presidential Library



THE WHITE HOUSE 

WASHINGTON 

May 27, 1975 

MEMORANDUM FOR MIKE DUVA 

FROM : 

SUBJECT Delays 

Jim Lynn pointed out at this morning's 8:00 a.m. 
Senior Staff Meeting that his memo to the President 
on Highway Legislation had been delayed. 

As you know, our recommendation was due to the Staff 
Secretary by noon on Friday, May 23. I understand 
your helpfulness in assisting Jerry Jones in securing 
recommendations from other staff off ices and doing 
a revised paper for the President. The point of this 
memorandum is to remind you that either I or one of 
the deputies.must be notified by the date and time 
a paper for the P""f"esident is due if the deadline 
cannot be kept. 

cc: Dick Dunham 
Jim Cavanaugh 



/ 

ACTION :-.IE:-.IORANDCl\:1 .. 
WASlllNOTON LOG NO.: 

Date: May 21, 1975 

FOR ACTION: 
PIY'Buchen 
~m Cannon 
Jack Marsh 
Robert T. Hartmann 
Max Friedersdorf 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, May 23, 1975 

SUBJECT: 

Time: 

cc (for information): 

Time: noon 

Lynn memo (5/21/75) re: Highway Legislation 

ACTION REQUESTED: 

-- For Necessary Action ~For Your Recommendations 

-- Prepare Agenda and Brief __ Draft Reply 

_K_ For Your Comments __ Oro.ft Remarks 

REMARKS: 

I °' 
- t I• J "? ,. ..;; ) 

PLEASE AT'I'ACH THIS COPY TO l\1ATERIAL SUBMITTED. 

If you havo o.ny questions or i£ you anticipate a 
clcla.y in subn1it~ing lhc :rnquircd material, ploaso 
telephone th:.? Slur£ Socrotary immediately. 

Jerry n. Jotlr:J5 
Stoff sccroturY 

I 



OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 ACTION 

MIW ?. 1 1975 

FROM: 

THE PR)JIDENT 

JAMf1! LYNN(Signed) J · ., • T.-.,,,. 

MEMORANDUM FOR: 

SUBJECT: Highway Legi s 1 ation 

Events of the past few months have raised substantial questions about the 
Administration's 1976 highway funding levels and longer term legislation. 
Decisions are needed concerning our 1976 funding strategy and unresolved 
issues in the highway legislation. The attached memo provides background 
on the current status of the highway program and a further discussion of 
each issue. 

Issue #1: What should be the Administration's strategy to control the 
1976 highway funding level? 

Congressional sources indicate that a 1976 deferral of highway 
funds, tied to the Administration's proposed $5.2 billion 
program, would be quickly overturned. Justice , Transportation 
(DOT), and OMB legal staff believe the courts will order the 
release of any funds which we would propose to defer in 1976. 
This would result in a program of between $7.5 and $8.5 billion 
based on estimates of how quickly funds could be obligated. 

DOT/Domestic Council/OMS recommend that the Administration negotiate 
with key congressional committees a revised 1976 funding level 
{around $6.7 billion) controlled by a legislative limitation on 
1976 obligations and tied to ~pecific congressional actions on 
highway legislation. 

Decision 

Negotiate a revised, controlled 1976 funding level 
- Submit a deferral in 1976 with $5.2 billion program 

Hi gh\·1ay Legislation 
---

Issue #2: Should States be permitted to preempt 1¢ of Federal gas tax 
revenues ($1 billion annually) initially in 1977 or in 1978 as originally 
proposed in the 1976 Budget? 

In light of the $6.6 billion 1975 highway program, congressional antici­
pation of a $7+ billion program in 1976, and recent annual contract 
authorizations of $6.5 billion, Congress and interest groups have strongly 
indicated that the proposed $5.5 billion 1977 program is unacceptable. 



JOT has proposed, with OMB and Domestjc Council concurrence, that the 
effective date of provisions permitting gas tax preemption by the States 
be shifted from 1978 into 1977 to increase the total 1977 program to an 
acceptable level, provide better visibility for the preemption provisions, 
and assist States with cash problems. 

Decision 

- Permit state preemption of 1¢ gas tax in 1977 -----Keep 1978 as initial state preemption date -------
Issue #3: What provisions should be provided for funding mass transit 
projects built in lieu of urban Interstate Highways? 

DOT with the concurrence of the Domestic Council has proposed separate 
funding independent of the Interstate Highway process for mass transit 
substitutions. DOT believes separate funding is necessary to encourage 
substitutions for low priority, urban highway projects because the 
large size and differing construction pace of transit projects require 
faster funding. 

OMB believes that mass transit projects can be staged to match the availa­
bility of funds from the Interstate apportionment process and that the 
$2-$3 billion increase in highway and mass transit funding proposed by 
DOT is not needed in light of recently expanded mass transit and highway 
program levels. Control of these additional funds would be extremely 
difficult. 

Decision 

- New funding, independent of Interstate process ____ _ 
- Fund mass transit within present Interstate process __ _ 

Issue #4: Should DOT be legislat'ively required to delegate all project 
approval authority to the States in the non-interstate programs if 
environmental regulations are delegated? 

,,,,, 
I 

DOT wants to be able to delegate complete environmental responsibilities 
to a State and still retain approval authority in other areas which would 
provide maximum Federal discretion. 

CEQ believes that environmental responsibilities should be delegated only 
if all other decision making responsibilities are delegated. They feel 
the DOT proposal \'t0uld lead to unnecessary litigation and confusion. OMB 
supports the CEQ proposal because it would encourage additional delegation 
to the States of non-interstate responsibilities. The Domestic Council 
concurs. 

Decision 

- Require delegation of all responsibilities ----Permit separate environmental delegation -----
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EXECUTIVE OFFICE "OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET \'."' -. ' ~ . , ............ ' " ... . . " ~ ...... ... . '-'i', __ -..~ •. 

~:.;../ 
WASHINGTON. O.C. 20503 

ACTION 
MAY Z 1 1975 

MEMORANDUM FOR: THE PRE~Ei'<T 

FROM: JAMES ~LYNN {Si&.,ed ) J~:::es T. L:rri:. 
I . 

SUBJECT: Highway Legislation 

Several events having a significant impact on the highway program have 
occurred since you approved the basic concepts of the proposed new 
Federal-Aid Highway legislation in January. 

In February, you ordered the release of an additional 
$2 billion of Federal-Aid Highway funds to stimulate 
employment. 

In April, the Senate overturned the deferral of the 
remaining $9. 1 billion of Federal-Aid Highway funds, 
forcing the release of these funds in 1975. 

In the past few months, we have lost several additional 
appellate cases on th~ highway deferral issue as well 
as a Supreme Court case on a related issue. 

The Secretary of Transportation has completed his review of the proposed 
legislation and has submitted a bill for f i nal clearance before submission 
to the Congress. Decisions need to be made on our strategy for funding 
1976 and on the three remaining open issues in the proposed new 
legislation. 

One of the major objectives of the proposed highway legislation is to 
achieve reasonable long-term funding levels that are consistent with 
our fiscal objectives and program priorities. The Admi nistration's 
posture on 1976 funding will be a key ingredient in negotiations with 
the Congress on the longer term 1eve1s. Table l sun;marizes the 
Administration's originally proposed f unding along wi th subsequent 
changes and future options. 



l?ederal-.lSd Highway 
Program Level 

1975 

Federal-Aid Program 
(Jan Est.) 
- Highway Assistance 4.6 
- State Revenue Pre-

emption 

Total 4.6 

Admin. Feb. Release 2.0 

Current Admin. Prop. 

1976--Est. Negotiated 
Limitation (Issue f.l) 
(DOT/Dom. Council/OMB) 

1977 State Preemption 
Shift (Issue #2) (DOT/ 
Dom. Council/OI·ID) 

6.6 

Est. Negotiated Outcome 
{DOT/Dom. Council/OMB) 6.6 

($ in billions) 

197G 1977 

5.2 5.5 

5.2 5.5 

5.2 5.5 

+1.5 

+l.O 

6.7 6.5 

1978 

5.7 

1.0 

6.7 

6.7 

6.7 

Table 1 

1979 

5.8 

1.0 

6.8 

6. R 

6.8 

Mass Transit Author­
ization {Issue #3) 
(DOT/Dom. Council) +$1. 0-$3. 0 ---

Est. Unconstrained Congres-
sional Program 6.8 7.5 8.0 8.5 

Impact of Changes on Deficit 

Release of $2B in February 
Negotiated limitation on obligation (Issue 1) 
Congressional Program (in addition to above) 
1977 State Preemption Shift (Issue 2) 
Mass Transit Substitution (Issue 3) 

9.0 

197 6 

+1.0 
+0.2 
+0.2 

1980 

5.9 

1.0 

6.9 

6.9 

6.9 

··) 

9.0 

1977 

+0.4 
+0.5 
+0.3 
+1.0 
+0.1 
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Funding for 1976 

Issue #1: What should be the Administration's strategy in attempting 
to control the 1976 program level? 
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Discussion: Congressional sources indicate that a proposed 1976 deferral, 
based on the Administration's $5.2 billion program, \'rould probably be 
quickly overturned. Even if we chose to defer funds in 1976, Justice, 
Transportation (DOT), and OMB legal staff believe that the courts would 
probably order the release of all highway funds in 1976. Given the 
availability of over $9 billion in previously authorized highway funds 
and the small chance of sustaining a deferral before the courts or in the 
Congress, other mechanisms to control funding levels in 1976 and beyond 
must be explored. 

This problem is further complicated by the availability of additional 
funding during 1976. Under current procedures an additional $6.5-7.0 
billion of new funds will become available for obligation in 1976 (in 
addition to the $9 billion that will be available in July). Our 
proposed legislation seeks to shift the availability of these new funds 
into 1977. 

Additionally there are difficulties with the distribution of these funds. 
Presently available authorizations are legislatively distributed among 
the States. Some 11 fast spendi ng 11 States wi 11 exhaust their authori zati ans 
early in 1976 or the transition quarter if the Administration's proposal 
to shift availability dates is adopted. They will therefore be unable 
to obligate their normal share of a $5.2 billion or larger program. 
OMB and DOT staff are studying the feasibility of providing special 
authorizations for these States to enable them to make the transition 
from the old highway programs into the ne\·1 program. 

DOT and OMB are seeking your approval to attempt to negotiate \vith the 
key congress ion a 1 committees a revised 1976 funding l eve 1 which \·Jou 1 d 
be tied to a congressional limitation on annual obligations (in the 
DOT Appropriations Act) and agreements on key provisions of the 
proposed highway legislation. 

Such an agreement would: 

- Provide a mechanism to control obligations outside the 
deferral process, hopefully reducing the 1976 program by 
$0.5-1.0 billion below an unconstrained level. 

- Undoubtedly require the Administration to agree to 
a program level of roughly $6.7 billion in 1976, 
about $1.5 billion in excess of the 1976 budget 
level (1976 outlays of about $0.28) and provision of 
special authorizations in "problem" States. 
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Assist the Administration in negotiating key prov1s1ons 
of the highway legislation by offering to compromise on 
1976 funding in exchange for reasonable authorization 
levels. 
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Unless the Administration is prepared to negotiate on 1976 funding, it 
will be very difficult to enter into a meaningful dialogue with the 
Congress on highway issues. Given the overall collapse of our 
current deferral strategy we have little to lose from efforts to 
reach a funding compromise. 

Decision 

Attempt to negotiate an acceptable revised 1976 funding level / I 
(Supported by DOT, Domestic Co~ncil and OMB) 

Stick with current 1976 funding level ($5.28) I / 

See me for further discussions I I 

Outline ·of Highway Legislation 

The proposed legisla~ion conforms closely with earlier policy decisions 
reached among DOT, the Domestic Council, and OMB with your concurrence 
(TAB A). 

The legislation would reaffirm the Federal commitment to the completion 
of the Interstate Highway System by: 

--Extending the Highway Trust Fund beyond the present 1977 expiration 
date for the exclusive use of Interstate Highway Program. 

--Prioritizing completion of the Interstate System by focusing resources 
on segments necessary for intercity connectivity, the prime Federal 
interest. 

--Modestly increasing authorizations in 1978-1980 ($150 nrlllion annually 
above current levels). 

The proposal would substantially lessen the Federal involvement in the 
non-interstate highway system, which should be primarily a state and 
local responsibility, by: I 

--Consolidating the present maze of 30+ categorical grants into three 
broad programs to be used at state and local discretion for a wider 
range of transportation activities. 
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--Decreasing direct Federal assistance for non-interstate programs by 
about Sl billion from levels currently provided by the Congress, but 
permitting the States to preempt 1¢ of the present Federal gasoline 
tax ($1 billion annually) for unrestricted local use. 

--Funding the non-interstate highway program from the general fund, thus 
forcing non-interstate highway programs to compete more directly for 
resources with other Federal programs, and concurrently shifting 2¢ 
($2 billion annually) of Federal gasoline revenues into the General 
Fund. 

Open Issues 

Three issues remain to be resolved regarding the highway legislative 
proposal: Timing of state preemption of 1¢ of Federal gas tax revenues, 
funding for mass transit substitution, and delegation of project 
approval and environmental impact statement responsibilities to the 
States. 

Timing of State Gas Tax Preemption 

Issue #2: Should States be pennitted to preempt 1¢ of Federal gas tax 
revenues ($1 billion annually) initially in 1977 or in 1978? 

Discussion: The original highway proposal, announced in the Budget and 
State of the Union Messages, permitted state preemption of 1¢ of the 
Federal gas tax beginning in 1978. 

Shifting the preemption to 1977. would: 

--Provide total Federal hi ghway funding to the States of $6.5 billion in 
1977 ($5.5 billion from Federal-Aid programs and $1 billion from tax 
preemption), the minimum level the Congress will consider in light of 
recent annual authorizations of $6 .5 billion, the 1975 program of 
$6.6 billion, and the anticipated 1976 program level of around 
$7 .0 billion. (Table 1 shows long term funding proposals). 

--Focus additional attention on the positive aspects of our preemption 
proposals which have been largely ignored by congressional and interest 
group critics of the Administration's proposal because of the distant 
11 197811 implementation date. 

--Give the States, which are hard pressed for cash, an additional $1 
billion in cash in 1977, helping to relieve pressures to increase 
the Federal matching share of highway programs. 
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On the other hand, 1977 preemption authority would increase the cost of 
the Administration's proposal for fiscal year 1977 by about $1 billion. 
Other finan.ci ng changes, agreed to by DOT /OMB have reduced the cost 
of the original proposal by $150 million annually in 1978-1980. 

Decision 

Permit state preemption of 1¢ gas tax in 1977 
(Supported by DOT, Domestic Council and OMB) 

Keep 1978 as initial state preemption date 

Funding for Mass Transit Substitution 

Li 

Li 

Issue #3: What provisions should be provided in the legislation regarding 
the timing and source of funding for mass transit projects built in 
lieu of urban Interstate Highways? 

Discussion: Under current procedures, funding for mass transit projects, 
substituted for urban Interstate Highway segments, is tied to the 
Interstate Highway apportionment formula. Each State receives an annual 
share of the total Interstate authorizations based on its share of the 
cost to complete the Interstate System (including the mass transit 
substitutions). These funds are then divided among Interstate Highway 
or Mass Transit Substitution projects at the discretion of the State. 

DOT has proposed that upon substitution of a mass transit project for an 
Interstate Highway segment, separate funding be created in the Urban Mass 
Transportation Administration (UMTA) in addition to and independent of 
the Interstate Highway funding .. Under this proposal, contract 
authorization would be available for the entire project at the time of 
the substitution, but Congress would be asked to establish a limitation 
on the rate of obligation of these funds similar to present congressional 
restrictions on UMTA obligations. 

The DOT proposal would: 

--Permit tailoring of funding availability to the requirements of individual 
mass transit projects, particularly important because DOT believes that 
the large size and differing construction schedules of such transit 
projects necessitate faster obligation of funds. 

--Encourage mass transit substitution for low priority highway projects 
by providing earlier availability of funds. 
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--Eliminate the need for difficult annual state trade-offs between highway 
and Qass transit for apportioned funds by providing separate transit 
funding. 

--Eliminate the need to reduce the Interstate Highway Program wh~n making 
a mass transit substitution by providing additional, separate transit 
funding. 

On the other hand, the DOT separate funding proposal would: 

--Increase transportation program levels by $2-$3 billion above the 
Administration's proposed highway and mass transit programs during the 
next five years. 

--Provide special treatment for large mass transit projects, which OMB 
believes can be timed to reflect availability of funds, while forcing 
large urban highway projects to be staged to match the levels of 
Interstate apportionments. 

DOT strongly endorses new funding provisions independent of the Interstate 
apportionment process because it will permit faster construction of 
transit projects, encourage transit substitutions, and partially alleviate 
pressure to increase mass transit program funding. 

OMB opposes the independent funding because it does not believe the mass 
transit timing problem is so severe that it requires a $2-$3 billion 
expansion of transportation programs over the next five years. 

Decisions 

New funding, independent of Interstate apportionment process I I 
(Supported by DOT and Domestic Council) 

Fund mass transit substitutions within present Interstate process L.J 
{Supported by OMB) 

Delegation of Project Approval and Environmantal Impact Statement 
Responsibilities to the States -

Issue #4: Should DOT be legislatively required to delegate all project 
approval authority for non-interstate highway programs to the States if 
Environmental Impact Statement (EIS) responsibilities are delegated? 

Discussion: A key thrust of the new highway legislation is the delegation 
of additional authority to the States for the non-interstate highway 
programs. DOT proposes that they be given the authority to delegate all 
project selection, design, and approval authority to the States. DOT 

1: 
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wishes to be able to delegate EIS responsibility for any project in which 
they have not substantially affected the approval of the project. CEQ 
has requested that provisions be included in the legislation permitting 
delegation of EIS responsibility only if all other decisions affecting 
approval of similar classes of projects have been delegated to the States. 

DOT wants to retain the flexibility of exercising review authority over 
specific areas in the approval process of all or a portion of a State's 
projects and having the ultimate veto power over specific projects. As 
long as DOT does not substantially interfere with the project approval 
process, DOT believes that EIS delegation should be permitted. This 
would encourage maximum delegation of all responsibilities to the States 
while preserving the Federal option to intervene if all is not going well. 
It would also permit Federal highway funds to be used by DOT as a lever 
to achieve broader transportation objectives. 

CEQ believes that whoever ultimately controls project approval should also 
exercise environmental responsibilities. If DOT retains review authority 
over portions of the approval process, CEQ feels that DOT ultimately 
controls the decision and should assume EIS responsibilities. They believe 
the DOT proposal \'JOuld: lead to massive amounts of litigation over who 
actually retained project control for specific projects; create general 
public confusion about Federal environmental responsibilities; cause 
unnecessary, duplicative impact statements; and provide a bad precedent 
for inappropriate delegation in other areas. 

OMB questions the wisdom of having the environmental delegation issue 
controlling all other Federal delegation. We are, however, sympathetic 
to CEQ concerns about excessive litigation and confusion with the DOT 
proposal. Overall we favor the CEQ approach because it would force 
new delegation to the States Q.y tying together the EIS and other approvals. 
If we ultimately wish to transfer the non-interstate program to the 
States, this alternative is more attractive. 

Decision 

Permit delegation of environmental responsibilities without delegation 
of all other project approval responsibilities LJ 
(Supported by DOT} 

Legislatively require delegation of all project approval responsibilities 
to a State for particular classes of projects if environmental 
responsibilities are to be delegated ~-
(Supported by CEQ, Domestic Council and OMB) 

Attachments 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

J.l\N 2 3 1975 

INFORMATION 

MENORANDUM FOR THE PRESIDENT 

THROUGH: Roy L. Ash 

FROH: Walter D. Scott /s/ ~~lter D. Scott 

SUBJECT: New Aviation and Highway Legislation 

Following discussions with you in early December concerning 
legislation for the extension and modification of the Federal 
aviation and highway programs, agreement has been reached on 
the major provisions of these proposals. DOT is currently 
drafting the necessary legislation. Key aspects of these 
proposals will be highlighted in your Budget Message. In 
addition, we recommend that the legislation be transmitted 
with a short, written Presidential Transportation Message 
within three weeks. 

The aviation and highway proposals were developed with the 
objectives of: 

--Increasing the efficiency and effectiveness of these 
programs by focusing Federal financing and oversight 
on national transportation system requirements while 
increasing state and local direction and flexibility. 

--Dealing equitably with the complex trust fund/user 
charge policy issues in both programs by better 
matching dedicated revenues, beneficiaries, and 
program costs while proposing a straightfoxward 
solution to the deferred funds problem. 

--Ensuring that the Administration is a full partner 
in Congressional deliberations by proposing programs 
with reasonable Congressional and interest group 
support. 

·rh~ aviation legislation uill provide contract anthori t:y to 
fund the Airport Grant Program at $350 million per year and 
to extend authorizations for the FAA Airway Facilities Program 
at $250 million per year through 1~78 . Under this proposal, 
most airport grant funding will be shifted from individual 
Federal project approval to a formula distribution system. 
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Federal aviation operating expenses will be funded from the 
aviation trust fund, and user fees will be adjusted by instituting 
general aviation landing fees (requested in the last Congress) , 
decreasing the air carrier ticket tax on domestic passengers, 
and increasing the international departure tax. Unobligateq 
grant funds of $0.2 billion will be allowed to lapse. Attaclunent 
A provides more detail on this proposal. 

·The.highway legislation will provide $22.7 billion of contract 
authority for the Federal- aid highway program for 1977 through 
1980, and extend the highway trust fund through 1980. Con­
struction of the interstate system which will be financed from 
the trust fund, will be expedited by increasing funding levels 
and focusing efforts on completion of unfinished segments 
critical to national intercity connectivity. The non- interstate 
programs, to be financed from general funds, will be consolidated 
from over 30 restrictive categorical grants into three broad 
prograi-ns with provisions for "off-system" funding. Trust fund 
receipts will be reduced to the level of the proposed interstate 
system expenditures by shifting 2¢ of the gas tax int9 the 
general fund and permitting states to preempt 1¢ of all motor 
fuel taxes {$1 . 2 billion) in 1978. In addition, the $11 billion 
of deferred highwq.y funds will be rescinded or exhausted by not 
requesting additional funds for 1976 and the transitional budget 
period. Attachment B provides more detail on this proposal~ 

Although these initiatives contain many provisions that will be 
supported by certain interest groups, the proposals for elimi­
nating deferred funds and reducing the scope of the highway 
trust fund '\·1ill face broad and substantial resistance. Authori­
zations for these programs have come from user financed trust 
funds, and in most cases are already apportioned to State and 
local bodies. We have reviewed many alternatives for reducing 
or eliminating unobligated balances, and have reluctantly con­
cluded that there is no painless way of dealing with this 
problem. The straightforward approach recommended in thes~ 
proposals essentially calls for "wiping the slate clean" for 
these programs . Likewise, it appears necessary to limit 
highway trust fund receipts and restrict its program to elements 
with high national interest if we are to get long term highway 
funding levels consistent with our fiscal objectives and other 
program priorities. 

Overall, the proposals offer an opportunity to substantia~l 
increase local direction and management of these major gr . 
programs while focusing the Federal involvement on projec 
of national interest. Most states, local bodies, and use~ 
groups will strongly support these efforts tq eliminate un­
necessary Federal involvement in and increase the efficiency 
and effectiveness of these grant programs. 



At t<.ichmcn t I\. 
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Aviation Legislation 

... Key objectives of legislation are to: 

--Reduce Federal involve~ent in local uirport development and 
increase local flexibility in use of funds. 

--Establish principle of user responsibility for financing a 
portion of airway system operating costs. 

--Allocate user fees more equitably among aviation system users. 

--Stop the growth in aviation trust fund "surplus" and eliminate 
unobligated airport program funds . 

--Continue funding Federal airway capital development at present 
levels . 

. . • 1.irport grant provisions would authorize a three-year program which 
\·1ould: 

--Provide for direct fornula grants to air carrier airports ($50 
per air carrier departure with a $25,000 annual minimum per 
airport) to replace present project approval program. ($260H). 

--Expand projects eligible for funding- to include development of 
passenger and baggage handling facilities (but not terminals 
per se) and elimirtate local matching requirements. 

--Establish a $50M annual discretionary capital assistance and 
planning grant program to meet special requirements of national 
priority at air carrier and general aviation reliever airports, 
not adequately provided for through formula funding. 

--Allocate general aviation grants on a formula basis to the states 
with gr2.dual shift of program managenent and funding rcsponsi·­
bilities to the states. In 1978, the last year of this 
transition, states would fund the program from preempted Federal 
aviation gas tax revenues. 

--Allm·1 $19 t;n in uhobligated airport grant funds to lapse on 
June 30, 1975. 

--overall increase the annual new obligational authority for the 
airport grant program fro~ the present $325M to $350M ~hile 
rec~ucing the Federal involvement ( an<l Fcc!eral grant admin­
istrative staff) . 

... Aviatior1 fee structure would be modified to. more equitably match 
fees with the burden different users place on the systrnn by: 



--Reducing the domestic passenger ticket tax from 8~ to 7t 
($110M annual reduction). 

--Raising the international enplancment fee from $3 to $5 
($ 30M annual increase) . 
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--Instituting new general aviation landing fees of $5 and $10 
at airports with Fill\ traffic control towers as proposed in 
the Budget Restraint Message ($80M annual increase) . 

... Airway facility authorizations for Federally owned and operated 
traffic control and navigation equipment would be continued for 
three years at the present $250M annual level . 

..• Trust funding will be extended to include the $430M annual 
maintenance costs for airway facilities, currently funded from 
the general fund . 

• . . Aviation interest group reaction to the proposals •;;ill be mixed, 
but probably generally positive. 

--Airport operators (includes many cities) ·will strongly 
support the direct formula grants. They will push for 
a larger overall program. 

--Air carriers ·will support the domestic passenger tax reduction 
anC. most of the formula grant changes . 'l'hey will push for a 
larger tax decrease. 

. 
--General aviation interests uill support the g-em.eral aviation 

airport proposals, but will strongly oppose landing faes. 

--State aviation officials will support most of the airport 
grant proposals. 

--All groups will oppose lapsing of o.irport grant funds and tfl-s..._ ·' 
opening of the trust fund for operating expenditures . 

.•• Congressional reaction will probably aiso be mixed . 

--House Public \·:orks c-.r!<l 'l'ransportation Committee v:ill be handling 
aviation legislation for first time. hnticiFatc positive 
reaction to formula grant proposals. 

--Sen<lte Cor:-:.;crc12 Cor..mittee Hill probably resist additionul 
delegation to the stc:i.tcs and trust fund che1.ng2s. 

--\·Jays and l-~c~1ns rei'.lction on revenue proposal is ur.ccrtC1.in. Will 
be substnntial air carrier pressure to move legislation. 



Attachment B .. 
Highv:ay Legislation 

••. Key objectives of the legislation are to: 

--Increase the efficiency and effectiveness of high\·1ay 
assistance programs by providing additional state 
flexibility for non-interstate highway system while 
focusing Federal efforts on the critical national 
aspects of the Interstate system. 

--Strike a long term balance between user receipts and 
trust funded programs at a level consistent with 
Administration's long tern funding priorities. 

--Provide a proposal for dealing with the immediate 
problem of the $11 billion Federal-aid deferral in a 
manner consistent with the Administration's fiscal 
objectives . 

• . . Federal-aid high\·1ay Interstate assistance, financed frOfi> the 
trust fund, would increase significantly through 1980 while 
Non-Interstate assistance, financed from the general fund, 
would be held at the 1976 level. 

Program Level (Billions of Dollars) 

1975 1976 1977 1978 1979 1980 

TOTAL 4.6 5.2 5.4 5.6 5.8 5.9 
Interstate (Trust Fund} (2. 5) ( 3. O) {3. 2) ( 3. 4) ( 3. 6} (3.7) 
Non-Interstate (General 

Fund) {2.1) ( 2. 2) ( 2. 2) ( 2. 2) ( 2. 2) (2. 2) 

•.. State preemption of 1¢ per gallon of the Federal rnotor fuel 
tix would be permitted in 1978. The potential annual $1.2 
billion in added state revenues would provide a substantial. 
infusion of funds for local h.igh;·1ay construction and 
m~intenal!ce problems • 

... Interstate funds would be focused on unfinished segments 
necessary to national intercity connectivity by c:lf=portior5ng 
some of the interstate funds on the basis of unf inishcd 
critical links . 

.•. Four broad program areas {Interstate, Rur~l and snall urban, 
Urbanized, and Safety) would replace the present maze of 
categor ic.:il grants . Funding \·:oul<l be permi tt.cd fi:oll1 these 
progr~m areas for roads not on the Interst2te, Primary or 
Secoridary Systems. 
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•.•. Trust fund receipts \·lOuld be reduced by the shift of 2¢ per 
gallon of gas tax receipts into the general fund and the 
local 1¢ per gallon preemption of motor fuel taxes. 
Receipts would equal the proposed Interstate System 
program level so that trust fund receipts and expenditures 
would be balanced . 

••• Deferred funds would be eliminated by rescinding the $3 . 2 
billion "advanced" year Interstate allocation , requesting no 
additional Federal-aid authori zations for 197 6 and the 
transitional period , and resc inding all unobligated balances 
as of September 30, 1976 . 

.•• Interest groups will generally support the revised program 
structure and the increases f o r the Inters tate System • 

•• • States should st.'rongly support provisions providing for 
s tate motor fuel tax preemption as this will substantially 
increase revenues and local flexibility • 

••• Highway interest groups will strongly oppose rescission and 
trust fund modification . 

. . • Congressional Committees \·.'ill undoubtedly strongly oppose many 
of these provisions , particularly the rescission proposals. 
Substantial negotiations to reach a viable solution to the 
deferral and long term trust funding problems should be 
anticipated . 

/ 

i' 



ADMINISTRATIVELY CONFIDENTIAL 

THE WHITE HOUSE 

WASHINGTON 

June 13, 1975 

MEMORANDUM FOR: JIM CANNON 

FROM: MIKE DUVAL 

SUBJECT: Highway 131 (Near Grand Rapids) 

Route 131 is congested just north of Grand Rapids. The State is 
considering two alternatives: 

1. A connector to Route 37; or 

2. Improve Route 131. 

So far the State has made no decision and there has been no request 
for Federal aid. Governor Tiemann tells me that FHWA is likely to 
approve funds for either project once the request is made. 

Reportedly, State legislators own some of the land involved. 



EMBARGOED FOR RELEASE UNTIL 
12:00 P.M. EDT_ 

July 7, 1975 

Office of the White House Press Secretary 

-------------------------------------------------------------
THE WHITE HOUSE 

FEDERAL-AID 

The President is transmitting today to the Congress, the 
Federal-Aid Highway Act of 1975. Covering the fiscal years 
1977-1980, the Act has the following key objectives: 

Emphasize the Federal interest in completing and main­
taining an effective national Interstate highway system. 

Permit new flexibility to State and local officials in 
utilizing non-Interstate Federal highway assistance. 

Provide responsible funding authorizations for the 
highway program, consistent with other transportation 
and national priorities. 

BACKGROUND 

The twenty-year-old Highway Trust Fund expires on October 1, 
1977. The current Federal-aid highway program consists of 
approximately thirty categorical programs. Interstate system 
projects are funded with 90% Federal funds and 10% matching 
from the States. Other projects are funded on a 70/30 basis. 

The 42,500-mile Interstate system is nearly completed with 

85% open to traffic. ;:;:., \OR_,'_· ..•. ···-:_··,·.·_·:,: 
KEY PROVIS IONS OF THE PROPOSAL t~, .. 

Program Structure \~' \/ 
'-......___ .. __ J' 

1. To expedite completion of an inter-city Interstate 
system, Interstate funding will be gradually increased from 
the current annual level and the apportionment formula and 
operating procedures will be revised to place highest priority 
on expediting the completion of Interstate routes of national 
significance. Lower priority will be placed on completion of 
routes primarily serving local needs. 

2. To enhance State and local flexibility in using Federal 
transportation assistance, approximately thirty highway cate­
gorical grant programs will be consolidated into four broad 
programs: Interstate system, urban and suburban transportation 
assistance program (areas over 50,000 population), rural trans­
portation assistance program (any area not covered under the 
urban program), and the highway safety improvement program. 
Furthermore, urban, rural, and safety funds will be available 
for use on highways not on the Federal-aid systems and for 
projects to improve public transportation. 

Financing Structure 

1. The Highway Trust Fund's October 1, 1977, termination 
date would be eliminated and the Trust Fund would be extended 
indefinitely. It would be maintained exclusively for the 
construction and improvement of the Interstate system. 

more 



2. Beginning October 1, 1976, revenues from the Federal 
gasoline tax going into the Highway Trust Fund would be 
reduced from four cents to one cent. In addition, the Trust 
Fund would continue to receive revenues from other user 
taxes (tires, auto and truck parts, etc.) and the diesel fuel 
tax. 

3. In view of their close relationship to general com­
munity improvement and local transportation needs, all non­
Interstate Federal highway programs -- including rural, urban 
and safety improvement -- would be financed out of the General 
Fund. Two of the three cents no longer going into the Highway 
Trust Fund would be returned to the General Fund of the U.S. 
Treasury. 

4. The remaining one cent of the three cents would be 
repealed in any State which correspondingly raises its State 
gasoline tax by at least one cent after September 30, 1976. 
If a State determines not to increase its own gasoline tax, 
the excess Federal revenues would go into the General Fund. 
It would not be mandatory that States use this one cent from 
the Federal gasoline tax for transportation purposes, though 
this would be encouraged to meet State needs for matching 
Federal transportation programs, for State/local highway 
maintenance, and for public transportation investments. 

FEDERAL HIGHWAY TAXES 

Current 

A) 4¢/gal. gas tax goes to­
Trust Fund (approximately 
$4 billion per year) 

B) All other highway-related 
excise taxes - Trust Fund 
(approximately $2 billion 
per year) 

REVENUE-FUNDING ESTIMATES 

President's Proposal 

1¢/gal. - Highway Trust Fund 
2¢/gal. - Transferred to General 

Fund 
1¢/gal. - This 1¢ federal gas 

tax will be repealed 
if and when the re­
spective State 
increases its gas tax 
by one or more cents 

No change 

The revised fiscal structure would result in the following 
estimated revenues for each fiscal year: 

REVENUES ($ in billions) 1977 1978 1979 1980 
~ 

Highway Trust Fund 3.3 3.4 3.5 3.7 

General Fund 2.0 2.1 2.1 2.2 

more 
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FUNDING LEVELS 1977 1978 1979 1980 

Interstate System Program 3.25 3.4 3.55 3.7 
(Highway Trust Fund) 

Other Non-Interstate 2.2 2.2 2.2 2.2 
Programs 1/ 
Fund) -

(General 

State Tax Preemption 1.0 1.0 1.1 1.1 
(Uses at State discretion) 

TOTAL 6.45 6.6 6.85 7.0 

In addition to the programs authorized in this bill, 
programs authorized in companion legislatiOii-=- such 
as the State and Community Grant program for highway 
safety -- would be shifted to the General Fund. 

t # t 



--
EMBARGOED FOR RELEASE UNTIL 12 NOON E.D.T. 
MONDAY, July 7, 1975 

July 7, 1975 

Office of the White House Press Secretary 

-~-------~------------~~-~-----~--------~---~~~~-~-------~------

THE WHITE HOUSE 

TO THE CONGBESS OF THE UNITED STATES: 

Twenty years ago, President Eisenhower the 
Congress a landmark report on our Nation's igliway • That 
report, and the legislation it inspired, 1 ch the Nation 
on one of the most ambitious public works programs in history 
construction of the 42,500-mile Interstate Highway System. 

Today, eighty-five percent ot the Interstate system is 
open to traffic, and the system has proven vital to the 
Nation's commercial prosperity and to the individual mobility 
of millions of Americans. 

The Highway Trust Fund which has financed this remarkable 
program is scheduled to expire on October l, 1977. I am today 
recommending legislation to extend the Trust Fund but limit 
its use to completion and improvement of the Interstate system 
itself. Other highway projects receiving Federal assistance 
would be funded through the general treasury. 

In addition, I am recommending that income to the Fund 
be reduced by transferring two cents of the current Federal 
gasoline tax from the Trust Fund to the general treasury. 
At the same time, I am recommending that the Federal gasoline 
tax be reduced by one cent per gallon in those States which 
increase their State gasoline tax by an equal amount. 

In this way, the ability of State and local governments 
to deal with their own transportation problems will be improved, 
but costs to the highway user will not be increased. 

Top priority in this legislation will go to completion 
of those segments of the Interstate system which will make 
the system truly national in scope. 

I am also proposing consolidation of Federal highway 
programs under three broadly-based categories, combining some 
thirty narrow grant-in-aid programs now in existence. The 
three programs will deal, respectively, with urban and suburban 
transportation, rural transportation and highway safety 
improvements. 

The highway program is a classic example of a Federal 
program that has expanded over the years into areas of State 
and local responsibility, distorting the priorities of those 
governments. /~6·7;.)· .. ., ... 

The legislation I propose will refocus the Federal r:·· '.,: _ 
attention on the Interstate System, which is clearly of \·~'. 
national significance, and provide flexible aid for other \,) 
highway construction in a manner which fully respects State -. 
and local decision-making roles. 

This is consistent with my general philosophy that we 
should not, at the Federal level, extend our influence into 
areas which other levels of government can handle better. 

more 

' 
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As we near our 200th birthday as a Nation, we must 
select with care the great national efforts we undertake, 
reflecting the responsibility we all have to preserve the 
integrity of our Republic. We must limit the Federal role 
to national concerns, strengthen the authority and resources 
of State and local governments, and protect the prerogatives 
of individuals. 

I believe this legislation is the most responsible and 
effective means of meeting the Nation vs transportation needs. 
I urge the Congress to give it prompt and favorable considera­
tion. 

THE WHITE HOUSE, 

July 7, 1975. 

GERALD R. FORD 

# # # # # 



FOR IMMEDIATE RELEASE JULY 7, 1975 

OFFICE OF THE WHITE HOUSE PRESS SECRETARY 

THE WHITE HOUSE 

EXCHANGE OF REMARKS 
BETWEEN THE PRESIDENT 

AND 
ROBERT D. RAY 

GOVERNOR FROM THE STATE OF IOWA 
CHAIRMAN 9 NATIONAL GOVERNORS CONFERENCE 

THE ROSE GARDEN 

11:34 A.M. EDT 

THE PRESIDENT: me ank the various Governors 
here -- Governor Ray, Governo ampton, Governor O'Callaghan, 
Governor Bennett and Gover Moore, representing the 
Governors and the Gover'JlC'ld:liSF€!Qft. for coming 
for the signing of th highway 

The highway message is about 20 years after 
the establishment of the interstate highway system, 
some 42,500 miles. President Eisenhower took the lead, 
and Congress approved the establishment of the inter­
state highway system, one of the great public works 
projects in the history of the United States. 

Times have changed, and as a result, in the 
highway message that I am sending, I am recommending the 
consolidation of some 30 categorical grant programs into 
four basic areas for the utilization of Federal funds. 

We are going to have the funds to complete 
the interstate system. We will have the funds for an 
urban area highway program, and we will have a rural 
highway program, and then we will have the safety and 
beautification programs as a result. 

This program tends to give to the States 
greater flexibility in the utilization of the funds for 
the completion of the interstate system and the develop­
ment of a sound highway program. 

We have made great strides in our highway con­
struction. It has tied cities together, it has tied the 
Nation together, but there are some essential links that 
need completion in the interstate system. They will be 
completed under this program, and at the same time, we 
accelerate, through the flexibility,the development of 
highway programs in each of the various States. 

MORE 
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So, it is a pleasure and a privilege for me to 
sign this message that will provide roughly $3 billion 
250 million a year for the interstate system, around 
$1 billion 50 million for the rural program, $800 million 
a year for the urban program, $400 million a year for 
the safety program, and $65 million a year for the 
beautification program. 

This, I believe, ls a major step forward in 
the extension and completion of our various highway 
programs. 

I thank Governor Ray and his associates for 
coming and participating in this ceremony. With their 
help, I am at least confident we can convince the 
Congress to take this very significant forward step. 

As soon as I finish this, Bob, if you want to 
add a word on behalf of the Governors, I will appreciate 
it. 

GOVERNOR RAY: Mr. President, I want first of 
all to thank you for calling us in and giving us an 
opportunity to be briefed on this particular message. I 
think it is significant that the President has seen fit 
to realize the importance of States as we plan our 
transportation systems in our respective States. 

The provisions that the President is proposing 
would provide that the States have at least 1 cent out of 
that 4 cent gasoline tax, and we would be free to do with 
that as we see fit. In addition to that, we would be 
able to pre-empt l cent of the 4 cents by adopting in our 
respective States an opportunity to have another cent 
gasoline tax for our use and our purposes. 

So, I think it is a step in the right direction, 
Mr. President. I think it could be very helpful in our 
States as we plan our transportation needs for the future. 

THE PRESIDENT: Thank you very much. 

END CAT 11:38 A.M. EDT) 



July 10, 1975 

MEMORANDUM TO THE VICE PRliSIDENT 

PROM: R. L. DUNHAM 

SUBJECT: Mayors Meeting 

The President will highlight and ask 
Mayor•' aupport for •is Highway Act propoaala 

t 

There are aeveral f eaturea which are advantaqeoua 
to States and Cities that you should know about before 
you meet with the Mayors today. 

1. 30 hiqhway cateqorioal qrant problema 
would be consolidate• into four broad programs. 

For the first time, Federal funds will be available 
for use on ~n-Federal aid aystem11 -- that ia, city 
streets. 

2. One cent of the preaent four cent Federal 
gaaoline tax would be transferred to the States at their 
option. 

This helpa those states, not New York, which have 
earmarked revenues and currently do not have sufficient 
fund.a to match available Federal Highway Funds. 

3. Two cents of the preaent four cent gaaoline 
tax would be transferred from the Highway Trust Fund 
to the General Fund. 

The effect of this ahould be, in the long run, 
to permit greater Federal funding of mass transit 
projecta. 

This feature should alao help the oitiea but, ~ 
of course, will be opposed by the highway people. 



-J-

4. Another feature which i• very impor nt for 
the State• and Citiea i• that for the tirat Pade.ral 
funds can be uaed for the reconatruction and mprovement 
of the Interat.at.e ayatem and not ju•t for new conatruotion. 

You will recall that wa were alwaya concerned with 
how we were ever going to be able to afford to maintain 
the Interatate ayatem once it was ooaplete and qot older. 

cot Jill Cannon,/ 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUL 1 1975 

MR. JAMES CANNON 
Executive Director v 
Domestic Council D • 
PAUL H. O'NEILL 

Louisiana Toll Road 

You asked me to review the budget consequences of going forward 
with the Louisiana Toll Road. These comments are based on pre­
liminary discussions with Department of Transportation staff. 

Background 

••• The Federal-Aid Highway Act of 1973 provided that: 

--The Federal Highway Administration (FHWA) could provide 
funds for this toll project from amounts that Louisiana 
would normally receive for their Primary System and 
Priority Primary System Highways (specific authorization 
was required to permit use of these funds on a toll 
road); and 

--FHWA could make payments from funds normally provided 
to Louisiana over the next 15 years to redeem bonds 
that would be floated to pay the cost of this project 
(normally funds are not available to redeem bonds for 
roads built many years before) • 

•.• The Federal-Aid Highway Act of 1973 did not provide 
Louisiana with any additional funds, above and beyond 
what they would normally receive, for this road • 

•.. Unfortunately, some members of the Louisiana congressional 
delegation and the local press originally thought that the 
legislation provided special, additional Federal funds for 
this project. There was a bitter dispute in the state 
over the toll road when local interests realized that 
funding for this road would consume all the funds that 
Louisiana could anticipate receiving in the foreseeable 
future for their Primary and Priority Primary Highway 
System (the largest portion of their Federal assistance 
for non-Interstate programs.) To prevent this one project 
from using Federal funds that would normally be available 
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for projects throughout the State, Louisiana legislation 
was passed in 19 7 4 that limited the Governo.r to using 
supplementary funds ("funds over and above those normally 
allocated to the Louisiana highway programs") for this 
road • 

••• After extensive negotiations, the FHWA and Louisiana 
Highway Department General Counsels concluded that the 
Federal Priority Primary System funds (which are 
distributed among the states by a formula) could be 
used for this project. Funds were subsequently allocated 
for Preliminary Engineering work, which is apparently 
underway. 

Problem 

••• Unfortunately, Priority Primary System funding is very 
limited. Louisiana funding under this formula program 
would have to quintuple if the State were to receive 
the $25-30 million annually that they will need over 
the next 15 years to pay off these bonds. Since this 
is a national formula program, this would require a 
fivefold increase in the national program (which represents 
a Federal cost of over $1 billion annually for this low 
priority program). This is obviously unacceptable. Thus, 
the Priority Primary System funding is unable to provide 
sufficient funds for actual construction • 

••• The problem is further complicated by the Administration's 
highway legislative proposal, which would consolidate the 
Priority Primary and other narrow categorical grants into 
a Rural Transportation. Assistance program •. Although ,,:ro?, 
Federal law would permit the use of the new program for I\;·· --· ~·' 
the Toll Road, the Louisiana legislation which prohibits (;1' ~·. 
use of "normally allocated" funds would appear to rule · "' .; .. 
out this possibility. \ ;; '-~ .. ,, _,.,, 

••• We have identified four possible alternatives for Federal 
funding. 

' ......... ___ .~ 

1. Quintuple and extend the national Priority Primary Grants. 
Would cost in excess of $1 billion annually for 15 years. 
Clearly not an attractive alternative for the Administration. 

2. Have Louisiana remove state restrictions enacted last year 
on use of Federal funds for this project. ·Road could then 
be funded with the new Rural fund proposed by the 
Administration or regular Primary and Priority Primary 
funds if our legislative proposal is not enacted. Toll 
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Road would consume all of these funds and some additional 
local assistance (beyond the normal 30% matching funds) 
would still be required. This would appear to be 
politically unattractive for Louisiana Governor and 
legislature. 

3. FHWA earlier suggested that the State transfer some of 
its urban Interstate funds from New Orleans to this 
project. State has been reluctant and option apparently 
has negative local political overtones. 

4. Propose special, Federal "place-named" grant in addition 
to normal Louisiana funds to cover the cost of this 
project. Federal cost would be about $300 million. 
The Administration has strongly opposed a number of 
similar place-named projects in the past few years • 

••• FHWA staff indicate that they have clearly explained the 
limits of the present Priority Primary funding to State 
officials and their Congressional delegation. They maintain 
that no assurances of Federal funding have been made by 
their staff. They see at this time no locally politically 
acceptable way of funding the highway without a special 
"place-named" grant of $300 million, and presume the 
delegation will push for this option. Such funding would 
inevitably bring on a flood of additional special projects 
in other states • 

••• FHWA indicates that they are and will continue to provide 
funding for the project within the limits of present Federal 
legislation. They are willing to \'rork with Louisiana 
officials to investigate other funding alternatives. It may 
be appropriate to suggest further Department of Transportation 
and State of Louisiana discussions. 

' : ~\} 
.. ~ 

·:) 



JUI 15 1975 

UF.NOI.U'\NDUM F'OR: MR. JAMES CANNON 
Executive Director 
Do~estic Council 

FROH: PAUL H. O'NEILL {s~) 
SUBJECT: Louisiana Toll Road 

p,;. h I 

I. 

(: 
~? 

You asked me to review the budget consequences of going forward 
with the Louis.i,.ana '1.'oll Road. Thesecoonuncnts are based on pre­
liminary discussions with Department of Transportation staff. 

DackQround 

••• The Federal-Aid Highway Act of 1973 provided that: 
I 

--The Fed~ral Highway 1\.dministration (FHWA) could provide 
funus for this toll project from runounts that Louisiana 
would normally rec~ive for their Primary System and 
Priority Primary System Highways (specific authorization 
was required to permit use of these funds on a toll 
road)1 and 

--F!iWA could make payments from funds normally provided 
to Louisiana over the next 15 years to redeem bonds 
that would be floated to pay the cost of this project 
(normally funds are not available to redeem bonds for 
roads built many years before) • 

•.• The Federal-Aid Highway Act of 1973 did not provide 
Louisiana with nny additional funds, above and beyond 
what they would normally receive , for this road • 

••. Unfortunately, some members of the Louisiana congressional 
delegation and the local press originally thought that the 
legislation provided special, additional Federal funds for 
this project. '1.'here' was a bitter dispute in the state 
over the toll road when local interests realized that 
funding for this road would consume all the funds that 
Louisiana could anticipate receiving in the foreseeable 
future for their Primary and Priority Primary Highway 
.Systc11 (the lar1est port·ion of their Federal assistance 
for non-Interstate programs. ) To prevent this one proi~ct. 
fi:on1 u ... dng Federal funds that woulcl .... tll av ~ J able 
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for projects throughout the State, Louisiana legislation 
was passed in 1974 that limited the Governor to using 
supplementary fundf? ("funds over and above those normally 
allocated to the Louisiana highway programs") for this 
road. -

••• After extensive negotiations, the FHWA and Louisiana 
Highway Department General Counsels concluded that the 
Federal Priority Primary System funds (which are 
distributed among the states by a formula) could be 
used for this project. Funds were subsequently allocated 
for Preliminary Engineering work, which is apparently 
underway. 

Problem 

••• Unfortunately, Priority Primary System funding is very 
limited. Louisiana funding under this formula program 
would have to quintuple if the State were to receive 
the $25-30 millio~ annually that they will need over 
the next 15 years to pay off these bonds. Since thi~ 
is a national formula program, this would require a f 
fivefold increase in the national program (which represents 
.a Federal cost of over $1 billion annually for this low 
priority program). This is obviously unacceptable. Thus, 
the Priority Primary Sy.stem funding is unable to provide 
sufficient funds for actual construction • 

••• The problem is further complicated by the Administration's 
highway legislative proposal, which would consolidate the 
Priority Primary and otber narrow categorical grants into 
a Rural Transportation Assistance program. Although 
Federal law would permit the use of the new program for 
the Toll Road, the Louisiana legislation which prohibits 
use of "normally allocated" funds would appear to rule 
out this possibility • 

••• We have identified four possible alternatives for Federal 
funding. 

1. Quintuple and extend the na~ional Priority Primary Grants. 
Would cost in excess of $1 billion annually for 15 years. 
Clearly not an attractive alternative for the Administration. 

2. Have Louisiana remove state restrictions enacted last year 
on use of Federal funds for this project. Road could then 
be funded with the new Rural fund proposed by the 
Administration or regular Primary and Priority Primary 
funds if our legislative proposal is not enacted. Toll 
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Road would consume all of these funds and some additional 
local assistance (beyond the normal 30% matching funds) 
would st~ll be required. This would appear to be 
politically unattractive for Louisiana .. Governor and 
legislature. ·::-· 

3. FHWA earlier suggested that the State transfer some of 
its urban Interstate funds from New Orleans to this 
project. State has been reluctant and option apparently 
has negative local political overtones. 

4. Propose special, Federal "place-named" grant in addition 
to normal Louisiana funds to cover the cost of this 
project. Federal cost would be about $300 million. 
The Administration has strongly opposed a number of 
similar place-named projects in the past few years • 

••• FIIWA staff indicate that they have clearly explained the 
limits of the present Priority Primary funding to State 
officials and their Congressional delegation. They maintain 
that no assurances of Federal funding have been made by 
their staff. They see at this time no locally polittpally 
acceptable way of funding the highway without a speoial-. · ·: -v 

"place-named" grant of $300 million, and presume the 
delegation will push for this option. Such funding would 
inevitably bring on a flood of additional special projects 
in other states • 

••• FHWA indicates that they are and will continue to provide 
funding for the project within the limits of present Federal 
legislation. They are willing to work with Louisiana 
officials to investigate other funding alternatives. It may 
be appropriate to suggest further Department of Transportation 
and State of Louisiana discussions. 

cc: DO Records 
Director's Chron. 
Director 
Deputy Director 
Mr. Collier 
Mr. Bray (2) 
Return to Mr. Mullinix 

EGD:JMullinix:vt 7/15/75 



OFFICE OF MANAGEMENT AND BUDGET 

ABSTRACT OF CORRESPONDENCE 

TO: The Director x The Deputy Director 

. FROM: Joe Mullinix 

OUTGOING TO: Mr. James Cannon .... 

SUBJECT: Louisiana Toll Road 

7/IS 

Discussion of funding problems related to Louisiana Toll Road. 
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MEMORANDUM FOR: 

THROUGH: 

FROlVl: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July l, 1975 

JAMES CANNON 

MAX L. FRIEDERSDORF J/I. ,, 6 • 
VERN LOEN V l.. 
TOlV1LOEFFLER<(:(.i 

Request by Congressman Joe D. Waggonner 
(D. -La.) 

For the past several years Congressman Waggonner has been 
interested in seeing that appropriate funds be made available for 
the construction of a proposed Louisiana toll road connecting 
Shreve sport with New Orleans. During 1974 the Department of 
Transportation strongly indicated the Administration's desire to 
accommodate the State of Louisiana with proportionate Federal 
financing for this project. (See the attached letters.} 

Congressman Waggonner now feels that the earlier Department of 
Transportation commitment may be lacking. Therefore, he is most 
interested in making ce:::-tain that, in fact, F~deral assistance will be 
forthcoming to the State of Louisiana for this highway project. 

In light of the congressman's extreme concern over this matter, it 
is important that a firm decision and com.rnitment be made 
expeditiously to re solve tnis matter. 

Enclosures 
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.. 
Honor-.:ib1e .Jee D. Waggonner, Jr. 
Eouse of P..2presentativt.:-?s 
Was'b..:L"1gton, D. C. 20515 

... . -....... 
. . i. .----
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: .. Tui.S letter .vnll reaf ftim our understar1ding of nn agresr..ent reached 
Noverrber l, 1973, with respect to the av:::?.ilability of priority 
pri.rrary mileage an~ funds for the proposed Louisia.i.1a Toll Road under 

· · tseetion 126 of the Fede~l-Aid Highway Act of 1973, which. provides 
for a priority pr:irrnry high\"1.-ay progr::> .. rn.' .0.S discussed with you this· 

. past Fricb.y, July 12, 1974, and as reflected in a :r;-ecent cl.raft of a 
proposed agreement sent to the Louisi::ma State Highway Dcp::t.rtrrEnt, 
the Federal Highway Administration under existing law shall, subject 

.. ., ....... 
,···' .... . ·., . · .. , .. 

.. ':.i:.. 

•I "., 

· . .; 
: .. 
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,. 

: to continued Congressional authorization of funds, reimburse the 
State the Federal share oe costs of construction from the State's 
apportioned priority pdJro.ry funds. Tnc) priority. prim:uy funds so 
provided will be. in addition to the StatG' s regular Federal-aid 
pri.'T.1..ry funds. We understand that C.ongrcss (~ .... -pects to rmlce the 
priority prirrnry progr:im a continuous, ongoing program such as the 
Interstate Systan v:ith subsequent authoriz~tions until the system is 
con:plet0d. We believe the toll road can b~"! built with these priority 

... ..~ 

irrjrr:? .. t'Y ftmds and th1t over the 15-yeu period wi. thin \•.hich the 
~e.LD..1 sh..~re is payable under .section 1·19 of the Federal-Aid Highway · · · ·::'. .. · 
AcT, of 12.73, Stlfficierit f1~-ids· '\1ri.ll be a\"~1ila'ble . If t11e State chooses., · · · 
t~~ 1~'"' ~:ls'"> _p9r.nits us ..... '.') '!."(=>j;;--:hurs? the St ate for toll ro::id cor!s"tn!c-

. ticn fra .. 1 ir:s regularl:.,.. ~;pon:i.oned uric:try .funds. 

Vie hlso fs-el th3.t th~ Stics-tituc.ion of a large portion o:E .Interstate 
410 and the utilization of the assigned wiles and funds fQr ~ free 
Interstate rcute v.i.thi.;.1 <:e toll rorirl .corridor is ·a potential option. 
'lee actditior.11 miles necessa::..'r· _fm: the fi.r1 l route ~tre available in 
the Hu.:;:!.rc!-Cra'Der :Jr:l?nc~rent ·reserve for tl1is purpose zincl Hpon a 
proper applic~tio:i -,79 could app;:-m~e the substitutions. We would like 
to Si?h:l.Si.::e th.J.t t~e availri.bi l .i. ty. of th~sc nclrli.tion:ll mil<:'S does not 
incrc:'...Se th~ ar.nunt of funds at.":1.i lcih.f e and thit the total :-iro,mt 
uv;tilable for the toil :road is governed hy the cost to canp1ete the 
·withr.u"7' .. :.•:n portion of I-·±10 :-i.s s::own in th~D72 Inter.st.ate System Cost.: 
Ef~im'!:c. 'i1v:~ l~\11 n.lio r1ro\1ic1?S t.11n.-t tJ1c fliTY)tlilt ot: funcis <l\1ClJ.Jah1e 
for- th!') ne-.•1 r:i.1hsti t·1te hi.gfr.·.n~l :-trc fro::-:en and rC'str.j c':'.tf-'d to" th0 arrx:mnt 

E!:V.,7'! j :i the l~J'i2 lr..terst.n.~ (~ ~ystE!TI Cost Estirmte :for the substituted 
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, .. 
r H-: i-:.m nf I-4 lO :rnd may never cxcr~~·c.1 U1at :H rnmt, \\l1i d1 i ~; :tpproxi­
t •'.-.Iv ~~:~S,,lC0,000 . Tili!::i rr:Ca.ns that ti:e funds ava.Uahl" for th8 n~i'/ 
• i11"~ \,'"tl·l 1:<Jl: 11" inr:rr:~:1 >i~d hv ~:ub·i('<"ill~~rt! 1·,....vi•:irm; nr t11:·~ Ti1t:erstn.ta 
Sy~:t ~71 CJ t Es tirr.:ttcs ref lcct ing :i ncn.:a.::;' :l ·< ' L < 1 r r on . L ntcLi on. 

. ) .. 
•••• I, 

' .. 

You i.l..:lv~ :ih;o a.s1;;:ed if there j_s anything :1tlclitional which the State ... :.·);:: 
rr:t!!:)t file in order for the U. S. D2n11i:ment of Tr:ms~x>rtation to · ::•; .,,J 

' t' :t : 
~llocate priority pri'JUI1'. route mileage <me! ·to proceed wil:h the ;· · : . . ·-· :: .. 
signing of the final ~rrreerrerit . FJ:f.\'A h::t!=> re~eh·ed :from the State a . ::. . 
fii.::.t. draft of a. proposed 3.:::,r.t"eem2nt. Frf,'if.\'·s Cnief C.cmnsel has revie\ved'.:~:;.:-::~~_;_' 
the propose<) .:igreerrent and h::i.s submitted a revised dr:if't proposal to : '. C.~· . · 
the Stat8. - 'fiJ.? ~grcei~nt m:1y lJe executeµ as soon a.s the minor rcvi- - · - :· · 
sions being negotiated by the attorneys are ccmpletecl and the ~crreerrent · :.i:.~~· ~: 

.• f.·1.· .. .. ,. is put in final fo:im. . ... , . . 
< i ; :~::j~: .. : " : . :::.:: 

E-iWA ·will soon identify a 10, 000-mile priority primary system nation- ,_: .. ~~/:L.\ · '.~ :·· 
\~ide , of which I..ouisi::ma will be allocated 110 miles. FHWA' s Divisi on ·:~1~:;.'.;'. ·. · .:·~!;. 
Engineer will be able to approve, upon reqt1est , priority primary routes .::~:·~~ ..... -:; ·-· 
to the ex-(~nt of·the mileage allocated. However, in unusual c ases , a ··< .. ·· :· · · 
State rray request additional mileage t_hrough FHWA. field offices to the ~ . "i 

W~ington office. Louisiana, upon such an appeal, will receive "=.:.;::· · · 
sufficient mileage in nddi tion to the 110 miles alloc:i.tcd to build the .... ,.. · . .. , .. .., . 
proposed toll road. TI1ercfore, a docu.rrentcd request from Louisiana .··., .. ~ 
for- additional mileage will be necessary . :·. · 

A£ter the priority prirn..-u-y mileage has been ~stablished, and since the 
priority prirrn.ry funds h:i.ve been apportioned to the States, the ne.xt · · 
step wi 11 b9 :for the FE'cleral Goverr!."'.ent to issue ~nthority for the 
State to ohli~-:ite the State's share of tll~se funqs. After the ob lip­
ational antr)ority is issued, tile State rr:ty then sutmit the project or 
a portion thereof to Flfl'i.-\ in iccorc .... '1.nce with our rcgt~lar project 
a~prav~l prncgss. 

?.ty staff is n.vailable to continue \~orking on either of these proposals 
wi.th you ancl the State . 

~~~1~~~ 
-;" / No '" 'l. 1' iemann 
' Fcdc~r<"t l Highi.1Ay Aclmin is trator 
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f.lr. Philip K. Jones 
Gener:il Cou.risel 
Department of iligh\vays 
P. 0. Box 442i5, Capitol Station 
Baton Rouge, Louisiana 70804 

Dear Philip: 

HCC-1 

---

We have re1.rie•..;ed your letter of July 25, 1974, in \.;hich you comm~nt 
on the proposal which we are currently negotiating between the 
State of Louisi::ma and the U.S. Department of Transportation with 
respect to the utiliz.:ition of priority primary fun<ls µroviddd 
for in section 147 q£ title 23, United States Code Annotated , for 
the proposed touisi~na toll road. 

Yott ~;tate th.:it in view of th• restrictions i.r.iposc<l upon the State 
by section 12 of the Louisia~1:i Act 653 of !~JN, " . . . t~~re is 
no authority vested i:i. .the Governor nor the Director of Hight-lays 
to execute an agreeinent 1·;hich does not contemplate supplementary 
funds (that is, ft:~ds 0·Jer anLl" ~1bovc those norrr:al ly al located to 
the L~l'uisiana hi Jn·;.:i.y pro,~ra:n)." You also rl'qL:cst th::i.t we further 
rcvie1-1 our pr'.:\posal a11d the legislatio!) to determine if a 
r..o<lification 'Jf the laryguage of the contract needs to be matle in 
('".'l:..: to :>c·:.:-:~1.i. h the nbjcr .. t .• "' of the f.0·1Lsi.:;.n1. lc'~isl.·1ti'Jn. 

1·;;:) bcl icve i: is possib~e to use the P.riority primary funds 
authori:cd b:-r subs~c~ion (b) l)f s~ction 147 of title 23 of the 
Uni tc<l States Ctd , for the toll road, and cornplr with the 
~~;·.:i. : -·c. l:::~. Th'~ priodty primary fonds a.re in addition to 
th S -::-::- 's rc~~Ul;!_:Jv. nppo:rti0ne<l htgh:•1:.iy funlls for previously 
c::ds .. i:-.,; progra:--r.s. TI1e pr~ori. ty prili1ary systc:n :t"'unding is a neH 
proir~~ and if the S:atc of louisian~ <lcsi~1atcs the toll road as 
its p ·:.-:-.~·i ty pd 1::(l::y ro11t.c, h"n fedi..:ral-aiJ hizhw.:i.y funds 
:•pp~>l't i -:. d to Lew· si, n:i. for construc:t1on of priority pritJary 
hi.r,h:.;,1··;, :·:oul l be tl1pr0pria'·e,l for th'1 toll ro;id. llcncc, lw 
npc ri: . mcnts for Louisi~r1.1'~~ priority pt"im:iry hip,ht•:tys wout<l 
suh~ ";uently becor:~e 11 1-c<lcral funds -- sp~:cifically appropriated 
for ;..., T tb2 co t~ cf the C'X'1"~ssway project " within the-
1;;e;i;i·i!'. :.: th-2 Loui.si ::i.na stat11t 
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/I., yo11 !•nO\~, tit.le 23 1-1ith )'e l'( t to the maj ir <'~ttc~;orical 
pro~· ''ias do-::s not prov •<!' f1:>r 'II' :tutho.ri;:at i.0.1 ;rn<l app.irti.onm~nt 
of l\:1!.c.ls for specifi~ proj··L·t s . ~:uc are t.i l.0 23 fun<l "(trm:irk0d 
o:.: set c.side in any \·:ay fo< defraying th·· costs of named or 
specific highway projects. Onr prngram f11nds arc apportioned to 
th~. States for olJligation n broad categories pur~uant to a gr:J.nt 
forraula . After projects are selected, approved an<l costs arc 
incurred, funds arc then u.ppropriated to co\'er those costs. 
'fous, if Louisi:ina 1.;erc to dc~ig11ate the prop9se.d toll road as a 
priority prima:;:-y route and 1.;ere to ob ligatc-su:ns appor-t ioned for 
·the priority pri~~=i.ry program in the constr.uCtion of the toll road, 
,Louisiana \Wul<l be subsequ.:!rit ly reimbursed r1ursuant to appropriations 
for th;J.t specific purpose fr~iil the Highway Trust Fund. In our 
judgment, such an approp=i<ltion would overcome the prohibition in 
the Louisi~.na statute that "no Fe<le.ral funds not specifically 
appropriated for paying the costs of the exp::.-essw·ay project shall 
be used for such purpose; . . . " 

Tne Louisiana statute also provides that 11 
• • • no Federal funds 

currently earr.iarked for the defraying of the costs of other highway 
construction projects in the State . . . shall be diverted to said 
expressway project. 11 

.... None of the priority primary funds· are 
currently ea.rmarked and made available for obligations. Hm~ever. 
in ~he near future, as w~ indicated in a recent letter to 
Representative Joe 0. Waggonner , Jr.; a copy of which is enclosed 
for your information, the federal Government will issue authority 
for the State to obligate its share of these funds. Aft~r the 
obligati0nal authority is issued, the State m:iy then sub1:iit the 
project or portion theTeof to the Federal Highway Administration 
in accordance wi t:h our regular project apprm:<!.l pTocess. 

You also state in your lettsr that " ... the Legisl:iture intended 
that the . . . funds fh-e l in .:..ddi ~i.on to those nornally allocated 
h."' th·~ F~tbr.:..l liigh'.-1:.!y ,\-:'.::l~71~~•tn:cion to Lou . .i.siana for th~ usual 
hi~h1·:ay projects ... :" The pri.ority pri;;1~.ll'Y program is a 
supplement~:ry pror,ram providing funds. to supplement other Federal­
aicl highway programs.. Th ls is qui tc evident in the language of 
23 U."S.C. 1 -~7 which says the priodty primar)r routes to be improved 
<ire " ... to s•1pplemcnt th~· service provided by the Intcrst~te 
System . . .. " ·~ e '197 3 Ac~ est ah lishe<l a. priority primary aid 
progr:il71 for the first tim~. 

This program was designed to supplement, anc.l its funds are provided 
j n ad Ji ti on ~o, the fun els .prov i de<l by the Feder:il Interstate. priTilary, 
scconchry, urban and other ;!.i l1 progr:1ms . The prim:iry and secondary 
aicl funds have traditionally been used by the States for basic 
road progr~rns. i\ rnaj or pur!'osc of the .new prj ori ty primary aid was 
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l 1 r wi I 1 l::tt(• l h · ~ 111 .r , tH i 1 11 1 ) •.t1 j1pl•·1 11•11 :tr}' lit :h• .. 1y", in 
p 11ti1 1:! u tbo •.:: coi1111.:< tin·: 111 I \ l It· I 11tt·r·.l.lt t• ~; .1 111 n·:<.·r :iuJ 

alHn' the Federal prim:t :."y .tiJ i •):1 1.1!1. In <:h•Jrt, Uw d 1.,:n of 
th~ l 97 3 Act was to al le.ii; contJ.nued funding of c•.sc:r.t:l:.i l State 
hi,)H·:ay nr:!et.l'S t!:rough t-.! 1 e pr i n:tey :ind sccor1dar·y J'l):l<l pn1::r;u:;s, 
but to initi;:i.tc nt!1·1 sr1p;1 J(_·;::c1 1t:.1ry con ::>truc.t iu11 uncl"r· thi.:: p r iori ty 
prlD ry ftmding proceduras . 

Since Louisiana I s proposecl r:orth-South road is prcc.iscly the tn1e 
of coi1struction contemplated by. the 11riodty prim;.iry pro~~rJ.m, I 
do not undarst.:ihd why you be lie lie the Statc.,.;.-.in section 12 of 
Act 653, would seek to bar th~ use of priori-4i-y pri1:lary furn.ls for 
the North-Sou~h road. Even if ·priority primary funds were used 
for the toll road, Louisiana';; essential high\.;ay needs \·;oul<l 
continue to receive adequat2 Federal funding from other Federal 
sources, at previou::> levels. For these reasons, I <lo not believe 
that t he Louisian:i statute prevents ust:l of the priority pdmary 
program funds for the proposed toll roa<l. 

0£ cours.e, the proper interpretation of section 12 of the Louisiana 
law and the uses to which the State of Louisiana \vi shes to put its 
Federal highway ftmds, are m3tters of State law for State officials 
to resolve according;-to their best j udgtnent. If the State chooses 
to preclude the use of priority primary funds for toll road purposes. 
tha~ is the State's choice 1-ihich \.;e cannot question. We are · 
cancer.led, though, that section 12 of Act 653 may reflect a misunder­
standing of the highway assistance program delineated in the 1973 
Federal-Aid High~rny Act. 

It 1wnld. be appreciated if you wo11lcl review our proposed agreement 
in l ight of the foregoing :ind tl~e jnformation h'hich \'le h:l.'Je 
incl udcd in the cnclo=>et! kt tcr to Representative \'/aggonner and 
determine 1vhether ·or not :iny 1::ajo~· modification of our proposed 
2.gri:::':!rn~nt is necessary ,as a r~s•;l t of the recently enacted Louisiana 
l ,...!,.,. :.J;/ v~ ~~.; j ::.- hat TI~> ··· ... ) t"' i Jd L fic:tt ion; aL~ ;~~c8s::>;!.ry· a ftcr 
reviewing yo~r letter. 

I trust this iilformation clarifies and leaves no doubt that the 
toll road can be bull t with priority primo.ry funds. 

Enclos ure 

Sincerely yours, 
. r'\ /)~ , ... -...,_, --. .. ----~-~a~·""'I· ' t ; ') , .J I~ // 

,r~ w-• _ _.. ) ,< ........ '1 •:~ _;.~ 1i?"\ 
' \.~ ~- ,_.. .-..,. ~ , ~ -~.,... • •. s:r-=" 

David E. \·:ells 
Ch~cf Counsel 
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JMC action required by : 

TO 

--· 
VIA : 

JIH 

or \;(/ 

C.WAflAUGH ?!>. 
FRO~l 

MIKE DUVAL 

SUoJECT 

LOUISIANA TOLL ROAD 

CONNENTS: 

DATE: 

Nate=ial ha s been : 

__ Changed a:id. sig~ed. (Co97 attached) 

Jim Cannon 



THE WHITE HOUSE 

W;\~H IN G1 0N 

July 1, 1975 

--· MEMORANDUM FOR JIM CANNON ... 
FROM: MIKE DUVAL 

SUBJECT: LOUISIANA TOLL ROAD 

Over a year ago, I was involved in discussing the Louisiana 
toll road with Joe Waggoner and others from the Louisiana 
delegation. Essentially , they very strongly want to use 
Federal-aid high'..;ay funds to build the Louisiana toll road 
(north of New Orleans) . This is permitted because of a 
special exemption contained in the 1973 Highway Act. 
(Normally, Federal highway funds ca~not be used for toll 
roads.) 

A year ago, the issue turned on whether or not Louisia~a 
could use funds designated for "priority primary" highwa.y 
projects to do the· planning and engineering work for the 
toll road without expending all its funds on just this one 
road. Waggoner received assurances from the Administration 
that they could use "priority primary" funds for the toll 
road and, if Congress appropriated additional monies, these 
would be additive to their normal apportionment. 

I understand that this issue has been raised again by Joe 
Waggoner and the following are the two key issues as I see 
them: 

(1) This co~~~ be an eno~mously costly undertaking if 
you assQ-:ie that Federal funding for the "priority 
primary" s y stem nationwide is increased by the. same 
proporticr.al amount necessary to permit Louisiana 
to bui ld . ::.s toll road. In 1976, "priority primary" 
was a llocated about $300 million, and Louisiana 
received $4 to $5 million from this pot. If the 
Louisiana toll road is to be built out of this 
progran, Louisiana would need $20 to $25 million 
a yea r fo = fifteen years. If th~ nationwide 
progr am was increased to reflect the Louisiana 
increase, it would grow four to five times, to an 



unnual level of $1.2 to $ l.5 billion. Thus it 
is possible to view the decision on the Louisitina 
toll road as ultimately costing the Nation over 
$15 billion. 

(2) The President ' .s highway bill (which we pliln to 
submit to Congress on July 8) elim~l},;ites "priority 
primary" as a separate categorical Q.rogram as a 
part of the President's efforts to consolidate 
highway programs. Therefore, one of the issues 
which Congressman Waggoner and others will raise 
will pe how the Louisiana toll road will fare 
under t."-ie President 's new highway bi·ll. 

I suggest we discuss the "where we go from here" question. 
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THE WHITE HOUSE 

WASHINGTON 

July 17, 1975 

MEMO TO : Charles Leppert 

FROM : JIM CANNON 

SUBJECT : Rep. Skip Bafalis 

The attached is forwarded 
for 

~Your handling 

FYI 

X Other Ask Mike Duval -to get a group together. 

Attachment 

. .. 

~· ~~ . 



RED TAG 

MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 14, 1975 

JIM CANNON 

MAX L. FRIEDERSDORF _$ · 6 • 
VERN LOENVL 

CHARLES LEPPERT, JR. 

Rep. Skip Bafalis (R-Fla. ) 

Rep. Skip Bafalis is opposed to the Federal Aid to Highway Regulation as 
submitted by the Administration. Most of the interstate system in Florida 
which is still uncompleted lies within his Congressional District. 

Rep. Bafalis is interested in working out something through legislation. pro ­
posed by the Administration, which will permit states to issue revenue certifi­
cates for completion of their individual portions of the inter state system in a 
shorter time period and by pledging as collateral that state's share of its 
receipts from the Higl.:. ..... ay Trust Fund as collateral for the certificates. 

Can you des ignate indi ... :&t..als fron;i. the Domestic Council. OMB and DOT who 
can be p::-epared to disc::ss this concept and its viability as an Administration 
proposal with Rep. Ba.=a--=-< s within. the next ten (10) days? 

cc: Tom Loeffler 

I:}# 
-4 
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TO: 

THE WHITE HOUSE 

WASHINGTON 

Date: 7 .. 3 0· 7S--

FROM: Max L. Friedersdorf 

For Your Information -----
Please Handle~~~~~--~------
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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 1, 1975 

1.t1t.V. 
JIM~UGH 
MIKE DUVAL 

LOUISIANA TOLL ROAD 

·~,· ' 

Basically, here are the facts surrounding the toll road: 

Largely because of Congressman Waggoner and Senator Long, 
the plans for the toll road have assumed that it would 
be funded out of Louisiana's share of their "priority 
primary" funds. This is a separate categorical program 
currently in existence which involves a national system 
similar to the interstate system (but of lower priority). 

The toll road will ultimately cost around $360 million 
and will likely be funded at the rate of over $20 mil­
lion a year for fifteen or more years. 

Under current funding levels, Louisiana receives about 
$5 million a year for "priority primary" out of a total 
national program of $300 million per year. 

Under the highway legislation proposed by the President 
in the Spring, the existing categorical programs would 
be consolidated into four broad programs, and thus the 
special "priority primary" program would be abolished. 

There are essentially~ three alternatives which could 
be utilized to build the Louisiana toll road: 

1. Maintain the special categorical program for ",priority 
primary" and quadruple the funding level. This would 
be necessary in order to increase Louisiana's share 
from $5 million per year to over $20 million per year, 
as it is unrealistic politically to think that you 
could increase Louisiana without increasing the other 

"' .··.I 

, I 
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States proportionately. This will result in a 
total national program of about $1.2 billion a year 
for fifteen years. In short, the total cost to the 
Nation for building the Louisiana toll road would 
be about $15 billion. 

2. Use the interstate substitution provision of the 1973 
Act and transfer funds from the controversial I-410 
around New Orleans into the toll road construction. 
It is very questionable whether I-410 will ever be 
built because of environmental and other community 
objections, and there would be sufficient funds to 
build the toll road if the transfer were approved. 
The key problem here is local politics because the 
Governor must elect to make the transfer, and he is 
under understandable pressure from the New Orleans 
people to spend these funds on transportation improve­
ments in that area exclusively. 

3. Create a separate fund in highway legislation for the 
Louisiana toll road. This is extremely unlikely 
because the House and Senate Public Works Corrunittees 
are already under incredible pressure for similar 
special funding programs, and once they allow one, 
~he dam is broken. Furthermore, this is directly 
contrary to the President's policy as indicated by 
his legislative proposal. 

CONCLUSION 

Although I feel that the Nixon Administration made a corrunit­
ment to work hard with Joe Waggoner to solve his problem, 
I'm not.certain that we can make good on this promise. I 
will continue to see if there is some solution available, 
but I am very doubtful. I have not yet raised this with 
Collier and the OMB folks, but I will do so on Monday. 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

July 22, 1975 

MEMORANDUM FOR: MAX FRIEDERSDORF 

FROM: ALAN M. KRANOWITZ 

SUBJECT: LOUISIANA TOLL ROAD 

Per your request, I spoke to Paul O'Neill, who tells me 
that the ball is now entirely in Jim Cannon's court. 
Paul feels that you might want to talk further with 
Cannon, but before you do, I thought you might want to 
see a copy of his memo to Cannon which went out last 
week. 

Attachment 

cc: Tom Loeffler 
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HEHOlli"\.N.OlJM !-'OR!'. MP.. Jru.ms CANNON 
Executive Director 
Donestic Council 

PAUL H. O'NEILL 

GUB.JECT: Louisiana 'I'oll Road 

You asked me to review the budget consequences of going f orwnrd 
with the Louiaiana 'l'oll Road. These comments arc based on pre­
liminary discussions with Dep:J.rtment of Transportation staff. 

Background 

••• The Federal-Aid Highway Act of 1973 provided that: 

--The Federal Highway 11.dninistration (F'ItHA) could provide 
funds for this toll project from ~unouhts t.hat Louisiana 
would normally receive for their Prim.:iry System and 
Priority Primary System lliiJln·mys (specific authorizD.tion 
was requir1,;id to pcn::iit use of these f1.lnc1s on a toll 
road); antl 

--Fm~A could make payments from funds nornally provided 
to Louisiana over the next 15 years to redeem boncls 
that would be floated to pny the cost of this project 
(normally funds are not available to redeem hon<ls f'f·~o"'R''·-, 
roads built many yea.rs before). ~· b < 

. Q , 

••• The J:'cderal-P.id Highway Act of 1973 uic1 not -provide 1~ ~: 
Louisiana with any additional funds, above and beyond~ :~,. 
what they would normally rccc~ivc, for this road. ~-

••. Unfortunately, somo membr;:rs of the r.onisi;ma congressional -
delegation and the local press oric;inally thought that the 
lc<Jislation provided np~ci~l, a<lditinnal Federal funda for 
~1is project. There was a hitter dispute in the state 
ov,-:?r the toll road Hhcn local interents reul:i.zcd that 
funding for thi.s road would consuue all thP- fundn that 
Louisiana could e.nticipi'lte receiving in the foreseeable 
future for their PrL-nnry and Priority Primary Highway 
Systei!l (the lar'}est portion of their Federal assistance 
for non-Interstate pro~s.) To prevent this one project 
from using Federal .funds that would normally be available 

·" 
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for projects throughout the State, Louisiana legislation 
was passed in 1974 that limited the Governor to Uqing 
supplementary funds ("funds over ~nd above those normally 
allocated to the Louisiana highway programs") for this 
road • 

• • • After extensive negotiations, the FIIWA and Louisiana 
Highway Department General Counsels concluded that the 
Federal Priority Primary System funds (which are 
di~tributed among the states by a formula) could be 
used for this project. Funds were subsequently allocated 
for Preliminary Engineering work, which is apparently 
underway. 

Problem 

••• Unfortunately, Priority Primary System funding is very 
limited. Louisiana funding under this formula program 
would have to quintuple if the State were to receive 
the $25-30 million annually that they \·.rill need over 
the next 15 yearn to pay o.ff these bonds.· Since this 
is a national formula program, this would require a 
f ivefol<l increase in the national program (which represents 
a Federal cost of over $1 billion annually for this low 
priority program). ~his is obviously unacceptable. Thus, 
the Priority Primary System funding is unable to provide 
sufficient funds for actuul construction • 

••• The problem is further complicated by the Administration's 
highway legislative proposal, which would consolidate the 
Priority Primary and other narrow categorical grants into 
a Rural Transportation Assiatance program. Although 
Federal law ·would permit the use of the new program for 
the Toll Road, the Louisiana legislation which prohibits 
use of "normally allocated 11 funds would appear to rule 
out this possibility • 

••• We have identified four possible alternatives for Federal 
funding. 

1. Quintuple and extend the national Priority Primary Grants. 
Would cost in excess of $1 billion annually for 15 years. 
Clearly not an attractive alternative for the Administration •. 

2. Have Louisiana remove stato restrictions enacted last year 
on use of Federal fw1ds for this project. Road could then 
be funded with the new Rural fund proposed by the 
Administration or regular Primary and Priority Primary 
funds if our legislative proposal is not enacted. Toll 



.. . • 

_-.... ..... 
' . .., . 

._ .. __ _ 

3 : ... 
Road would consume all of these funds and some additional 
local assistance (beyond the normal 30% matching funds) 
would still be re~uired. This· would appear to be 
politically unnttractive for.Louisiana Governor and 
legislature. 

3. FHWA earlier suggested that the State transfer some of 
its urban Interstate funds from New Orleans to this 
project. State has been reluctant and option apparently 
has negative local political overtones. 

4. Propose special, Federal "place-narnedn grant in addition 
to normal Louisiana funds to cover the cost of this 
project. Federal cost would be about $300 million. 
The Administration has strongly opposed a number of 
similar place-named projects in the past few years • 

••• FI~1A staff indicate that they have clearly explained the 
limits of the present Priority Primary funcling to State 
officials and their Congressional delegation. They maintain 
that no assurances of Federal funding have be.en made by 
their ntaff. 'l'hey see at this time no locally politically 
acceptable way of funding the highway without a special 
"place-named" grant of $300 million, and. presume the 
delegation will push for this option. Such funding would 
inevitably bring on a flood of additional special projects 
in other states • 

••• FHWA indicates that they are and will continue to provide 
funding for the project within the limits of present Federal 
legislation. They are willing to work with Louisiana 
official6 to investigate other funding alternatives. It may 
be appropriate to suggest further Department of Transportation 
and State of Louisiana discussiouo. 

. . . , . . . 
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MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

AUG 12 1975 

THE WHITE HOUSE 

WASHINGTON 

August 11, 1975 

JIM CANNON 

CHARLES PERT, JR.t11· 
Proposal of Rep. L.A. ''Skip" Bafalis 
on the Federal Aid to Highways Legislation 

The attached is for your information and comments to formulate a reply to 
Rep. Bafalis. 

Recently, Mike Duval, Ted Lutz of DOT, E. P. Snyder of Treasury, and I 
met with Rep. Bafalis to discuss his proposal to permit a state to sell 
revenue certificates, pledged against that state's allocation from the Federal 
Highway Trust Fund, to accelerate completion of the federal interstate high­
way system. The meeting concluded with Rep. Bafalis agreeing to commit 
his proposal to writing and to which the Administration would respond. 

cc: Mike Duval 
Ted Lutz 
E. P. Snyder 



L.A. "SKIP" BAFALIS 
10TH DISTRICT, FLORIDA 

WAYS AND MEANS COMMITTEE 

SUSCOMMITTEES: 

PUBLIC ASSISTANCE 

0vERSIGHT 

Qtongrcss of tbt Wnittb ~tatcs 
J}ou.se of l\.epre.sentatibes 

Rtubfngton, 18.~. 20515 

August 8, 1975 

Mr. Charles Leppert Jr. 
Special Assistant to the President 
The White House 
Washington, D.C. 

Dear Charlie: 

WASHINGTON OFFICE: 

408 CANNON HOUSE OFFICE BUILDING 

WASHINGTON, D.C. 20515 

202-225-2536 

DISTRICT OFFICES: 

ROOM 106, FEDERAL BulLDING 
FORT MYERS, FLORIDA 33901 

813-334-4424 

700 VIRGINIA AVENUE 
FORT PIERCE, FLORIDA 33450 

305-465-3710 

Enclosed you will find a one-page outline of my proposal to 
speed construction of the Interstate Highway System through 
the sale, by the individual states, of Revenue Certificates. 

I hope this is detailed enough for circulation to those whose 
comments and study will be necessary. 

With best wishes and warm personal 

LAB:Mme 

I am, 

" Bafalis 
Congress 

THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIBERS 
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Proposal for sale of revenue certificates, backed by allocations 
from Highway Trust Fund, for swift completion of Interstate 
Highway System. 

Problem - Timetable based on current funding levels means completion 
of interstate highway system no sooner than the year 2007, 
a delay unsatisfactory to the motoring public. Further, 
if current rate of inflation continues, the interstate 
system will never be properly funded in a manner insuring 
completion. 

Problem - State Highway Departments are not planning interstate projects 
to the level of their competence. Instead, all planning is 
geared solely to the amount of interstate funds the individual 
states can expect from the Highway Trust Fund, instead of to 
the level of ability of highway contractors to do the work. 

Problem - Extremely high unemployment rate in the construction industry 
and the need to put these men - and those in related industries 
such as asphalt, concrete, structural steel, etc. - to work 
in meaningful jobs. 

Problem solution -- Amend the Highway Trust Fund to assure those states 
with still uncompleted interstate highway of a specific annual 
allocation from the trust fund, against which they can borrow 
through the issuance of "revenue certificates." Such a chance 
would permit completion of the entire interstate system within 
a period of eight or nine years, instead of the much, much 
longer period now predicted. 

Although states would be able to borrow against future allocations 
for interstate construction, they would still be forced to secure 
all federal approvals -- right of way, engineering and design -­
prior to the sale of revenue certificates. One possible way to 
handle this would be to require the state to obtain all federal 
approvals on a specific project, then issue revenue certificates 
in the amount needed to do that job. 

By permitting the sale of revenue certificates, rather than bonds, 
we can help those states whose constitutions specifically prohibit 
bonded indebtedness beyond a certain percentage of expected income 
or those whose constitutions require referendums prior to the sale 
of bonds pledging the full faith and credit of the state. 

Still unresolved is the clear delineation of responsibility for 
interest payment. However, one possible approach would be to 
allow the states to ignore the 90-10 matching requirement for 
construction, thereby reserving a portion of their 10 per cent 
matching funds for the payment of interest. 



DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

August 18, 1975 

MEMORANDUM FOR JAMES M. CANNON, ASSISTANT TO THE PRESIDENT 
FOR DOMESTIC AFFAIRS, THE WHITE HOUSE 

Subject: Mr. Bafalis' Interstate Highway Financing Proposal 

Mr. Bafalis has proposed that States be authorized 
to finance more rapid completion of approved sections of 
the Interstate Highway System by selling revenue certif i­
cates backed by allocations from the Highway Trust Fund. 

The proposal would violate long-standing Treasury 
opposition to direct or indirect Federal guarantees of 
tax-exempt obligations. This Treasury policy is based 
on considerations of both tax equity and financing /,,.~-~o-:,,,, 
efficiency. It is Treasury's belief that the Federal /c,'~-· <_, 
Government should not be a party to the creation of (-;.'. " 
additional tax-sheltered income, unless there are clear \~ 
net public benefits that cannot otherwise be achieved. ',_o 
In this case the public benefits, if any, could as readily',~~--,-··" 
be secured by direct Federal financing. 

The argument that Treasury financing would increase 
budget outlays can literally be overcome by Federal Financing 
Bank financing, ,but in any event, the impact on an already 
heavily burdened capital market would be substantial. 
This would not be avoided by State borrowing, since the 
tax-exempt bond market may be in a more serious situation 
than any part of the taxable market. Moreover, trying to 
get around State constitutional limitations on bonded 

· indebtedness by calling the obligations revenue certifi­
cates may be an undue interference with State decision 
processes as well as an antithesis of good financing 
practice. The problems in New York may indicate that 
there is a good deal of wisdom in limitations on borrowing. 

It should also be recognized that the economic impact 
of the proposal would be the same, whether the outlays 
were or were not included in the budget totals. If the 
outlays are not considered of sufficient priority to 
warrant expenditure of budget dollars, the same economic 
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arguments would apply if the outlays are outside the budget. 
Additionally, .the Highway Trust Fund was set up initially 
as a way to limit highway outlays to pay-as-you-go, rather 
than as a device for accelerating such spending. 

With regard to the question of the impact of inflation 
on highway completion, if the interest rate on the obliga­
tions issued to finance accelerated construction is of the 
same order 0f magnitude, the dollar cost will be the same 
as for a pay-as~you-go program. Thus, if Highway Trust 
Fund receipts are presently inadequate te> finance completion 
of the system in, say, the next five years, they would still 
be inadequate under the present pr0p0sal unless there were 
an increase in the Federal contribution or the financing 
period were extended beyond the construction peri0d. · 
Mr. Bafalis may be contemplating the first alternative 
in his discussion 0f the problem of responsibility for 
the interest payments. 

Finally, the extremely high rate 0f unemployment in 
the construction industry is clearly a problem. This 
industry, however, is also plagued by persistent inflation, 
and it is not clear that increasing demand pressures in 
this area would not considerably exacerbate inflationary 
tendencies in all areas of the construction industry at 
the expense of other national objectives. 

D 

.:".,.. .; ' 
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THE DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

MEMORANDUM l'OR JAMES M. CANNON, ASSISTANT TO THE PRESIDENT 
POR DC»mS'l'IC APJ.PAIRS, THE WHITE BOUSE 

Subjectt.1 Mr. Bafalia' Interstate Bi9hway rinancin9 Propoaal 

Mr. Bafalia bu propoaed that. sut.ea be aut:horised 
to finance more rap14 oompletJ.on of approved aeot.iona of 
the Interat.at.e Bivhw•Y Sya1*n by aellin9 revenue cert.if1-
cat.ea backed by allooat:iona from the Highway Trust. Pund. 

The propoeal would violate lonq-at.andiftCJ Tr .. aa.ry 
oppoait.ion to direct or indirect. l'edaral quaranteea of 
tax-exempt. obligaUona. Thia 'lreaaury policy i• baaed 
on oon•.l4erationa of both tax equity an4 financing 
efficiency. It. ia 'lreaaury's belief that the Federal 
Government should not b8 a party to the creation of 
addit.ional t:ax-aheltered income, unleas there are clear 
net public benefit• that. cannot. othez:wi•• be achieved. 
In thia case th• public benefits, if any, could aa readily 
be aecurad by direct. rederal finanoinq. 

The argument. that. 'l'r-ury f 1nanoinq would increaae 
budget out.lays can literally be overcome by l'ederal Pinancinq 
Bank finanoint, but in any event, the iapact. on an already 
b-vily burdened capital market. would be aubatant.t.al. 
Thi• would not be avoid.ad by State bon:'owi119, aince the 
tax-__.,t. bond market may be in a more serious situat.ion 
than any part. of the ~le market. Moreover, Uyin9 to 
get around State oonatitutional limitationa on bon4e4 
in4ebte4n•• by oallinq the obli9ationa revenue oertifi­
cataa may be an undue interference w.t.t:h St.ate decision 
prooe•••• aa well as an ant.itheaia of CJood finanoi09 
praotioe. The probl.a in New York may indicate that 
there ta a good deal of wiadom in limitations on borrowing. 

It should alao be recognia• that the economic impact 
of the propoaal would be the same, whether the outlaya 
were or were not included in the bu49et tot.ala. If the 
outlay• are not oona14ered ot aufficient priority to 
warrant expenditure of bu49et. dollars, the same economic 
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arqumenta would apply if the outlay• are outside the bud9et.. 
Additionally, the B19hway Trust Fund was set up initially 
as a way to limit hi9bway outlays to pay-as-you-90,rather 
than as a device for accelerating auoh spending. 

With regard to the question of the impact of inflation 
on hiqhway completion, if the interest rate on the obliga­
tions iaaU41d t.o finance accelerated construction ia of the 
same order of magnitude, the dollar cost will be the same 
as for a pay-aa-you-qo proqram. Thus, if Highway Trust 
Fund receip~ are presently inadequate to finance completion 
of the system in, say, the next five years, they would at.ill 
be inadequate under the present propoeal unless there were 
an inoreaae in the Federal aontribution or the financin9 
period were extended beyond the construction period. 
Mr. Bafalis may be contemplating the first alternative 
in his diacussion of the problem of responsibility for 
the interest payments. 

l'inally, the extremely hiqh rate of unemployment in 
the construction industry i• clearly a problem. This 
in4uatry, however, is also plaqued by persistent. influion,. 
and it 1• not clear that increaainq demand pressures in 
this area would not considerably exacerbate inflationary 
tendencies in all areas of the cona.truction indu•try at. 
theeexpanae of other national objectives. 

Edward P. Snyder 
Dtrect.or, Office of Debt. Analyaia 
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FROM: 

THRU: 

SUBJECT: 

THE WHIT=: HOUSE 

WASHINGTON 

March 22, 1976 

JIM GANNON ~ \) ~ 

JEFFREY P. EVES~ 
~\WILLIAM J. BAROODY, JR@ 

Transportation Problem 

Please review the attached correspondence which details some of the 
problems a number of different contracting organizations are having 
as it relates to the co~struction of road surfaces in Florida. 

I would appreciate it if you could have the appropriate member of your 
staff review this problem and prepare an appropriate reply for John Lloyd. 

Thart..1< you. 

Attachments 



~;fa::ocb 22. 197& 

D~a~ John: 

Th.a.Ilk you for yot:U" lettar of ~iareh 12,, 191; in which you ouUU:i.:.t som" 
c! the p:roblemij yott have be.e.n havi.:ig with highway CO.!l'!it-~ction a:J a 
r~3W,t oi cartab fed;tr;:s.lly ma:odat&d dU-;isctives. 

\Yb.i1'9 tha so.bjsc::t you ::-;,.ia• 1n y~ur let~ ls on~ that 1 pa:sonall7 have 
~knowle<lg~ o!. your 1.ettef' will b.e :io:wa:rded to tba P.r.egl<l~cl.'s 
Do~stir: Co~U vrb.~e lt 'iVill be .-e-rl~ed wUh re-p'?'~:!ea~~lv~ oi 
ilia Fed~l'3.l Eigb"ll!Jay .A<hninh~aijon. You may exp~c to ha3:r baclt 
:from tba ~:r~ri~ i!l:rl.hideal wHhln a r~:::Jo~bl.a amow:it oi tl.:nt1. • • ~r 

Thank yo~ again !ol' bringing this pl'oblem t'3 O'U.t' att~Ho:a.. Yon 
may be aa~u..red of O'tU' icl~.re~t l!l it. 

A.U-. John W.. Lloyd 
.E:;::~Uve DU-~l' 

Je!!rey P. Eves 
Dir.e<:toi-. "\Vhite Hou.se Con!erences 
Oi!lce of .Public Liabon 

:EngineeJ'ln~ Co.ni.-aetcl"3 AsBoc:l:itlon 
.o! Soutb .Florida. Inc. 
Sui~ 132.JJ 1800 W • 4~ Str~ 
:HW1)ah_ Florlda 33012 



ENGlNEERJi\JG C<!JNTRACTORS ASSOC!ATIOi' 

OF SOUTH FLORIDA, INC. 

Mr. Jeffrey Eves 
c/o The Wh~te House 
Washington, D. C. 

Dear Jeff: 

March 12, 1976 

Suit'° 132. :<:c•l N. ~,?> S·.--: !1CJ• ! S: 

H F?"Jri~-.?:?:'11 

Jc;.;:-.·w LLOY 

Execu:; .... c:~, 

Referenc e our telephone conversation, March 8, 1976.. The 
Federal Highway Administrat~~n recently directed the Florida De­
partment of Transportat ion to discontinue the use of Florida carbon~ 
·ate aggregates in the wearing course of asphaltic concrete highways 
o~ the stat e-maintained system. (see attached correspondence.) 

The FHWA contends that Florida aggregates contribute to, or 
create, unsare traffic conditions because they provide n1ow skid re­
sistance". 

Since approximately 97 percent of the state-maintained highways 
in Florida are constructed of asphaltic concrete, this directive fro 
the FHWA c~eated an immediate and critical problem for the Florida B 
partment of Transportation and the roadbuilding industry • 

. The only alternative left to the Florida D.O.T. is to require t 
purchase and use of out-of-state aggregates for highway surface im­
provements in Florida, except perhaps in the Panhandle. 

This alternative appears unnecessary and unrealistic for the fc 
owing reasons: 

l. The Florida D.O.T. has conducted considerable research on 1 
existing highway network which clearly indicates it can design a wez 
j,ng course with Florida aggregates that provides acceptable •iskid r€ 
sistance". 

A. Florida's Director of Road Operations, Jay Brown, point 
out in his letters of November 7, 1975, and February 3. 
1976, that WC-4, a wearing course that includes Florid~ 
aggregates, has provided satisfactory results. He notE 
that the D.O.T. has placed this wearing course on 625 
lane miles of state-maintained highway and that it pro­
vided satisfactory results 99 percent of the tice. (The 
two lane miles surfaced with this wearing course which 
did not provide acceptable service failed structurally-
1 t was not a skid resistance problem. In fact, of all 
the WC-4 courses for which there are skid resistance de 
available, the average skid resistance number is betteJ 
than 49. The lowest "skid number" produced by WC-4 wa! 
38 and this was recorded on a 2. 4 mile urban segment a: 
it has experienced 10 million vehicle passes.) 

OFFICERS: 

Pre-o•dent: C A. (?~t~l P~ • Jr 

Vic.,.. 

f,1: ~mi Cr·J~h9d Jlo..;.,c,, -,:, 
Pdn Arn Co,,s:tLCtion Co. 

P~es; J :onr flr.~r' 8. Eb~:y 
Eb:.arv Fou d•t;nn C.:> 

S. r 

T • l 0 "' .,......... n ....... r--· 



Pl!.s- two 
M~... ... f frey Eves 
Ref: HiWA 

( 

B. Florida D.O.T. Research Report 191 (Skid ResistancE 
Characteristics of Florida Surface Courses) concluc 
ed that WC-4 was the most effective wearing course 
tested. This report includes test results from sevE 
other wearing courses, and it should be noted that 
the majority of these wearing courses were designe( 
with out-of-state aggregates. This report stated, 
"The highest uercentage of wet-weather accident re­
duction occurred on WC-4 surface·s." 

. 2. The purchase of out-of-state aggregates will seriously 
impact our already-depres~d construction industry which is exoer­
ienc1ng a higher unemployment rate than any other segment or o\J.r 
economy. 

According to Florida D.O.T. Research Report 191, slight 
more than $25 million per year may be required over the next five 
years to provide satisfactory wearing courses on our state~ma1nta1 
highway system.. The purchase of out-of-state aggregates to satis! 
this need will dictate reduced payrolls and additional unem9loymer. 
Obviously, the material will not be mined, processed~ transported 
sold by highway-related industries in Florida. 

3. Transportation or the "imported" material is impractical. 
In addition to the expensive freight rates, the roadbuilding 1ndus 
will face the historical problem of securing adequate railroad car 
(The D.O.T. and the Florida Public Service.Corn.mission can clearly 
document the problens encountered by highway contractors who have 
attempted to ship road aggregates by rail.) 

4. The requirement that out-of-state aggregates be used clear. 
contradicts state and national programs to conserve energy. The 
energy used in transporting this material to Florida represents a 
waste that is impossible to justify. 

5. The requirement that out-of~state aggregates be used alsc 
conflicts with cost-cutting recommendations by the American Associ 
tion of State Highway and Transportation Officials.AASHTO strongly 
recommended that local materials be used as an effective ~eans or 
comba.tting the sky-rocketing construction cost that (las plagued tb 
transportation industry in recent years. 

6. While the Florida D.O.T. and the highway industry believe 
the FHWA directive prohibiting the use of "local 11 aggregates on 
federal-aid projects is arbitrary and pre~~ture, they both ere equ 
concerned about the FHWA opinion that Florida aggregates cannot be 
~sed on 100 percent state-financed projects. 

Florida, its elected rep~esentatives and appointed D.O.T. 
officials are well aware of the need for safe, modern highways. 
C~rtainly, it appears presumptious for a federal agency w~th no n 
vestment in 100 percent state-fir.anced projects to dictat th~ mat 
ials to be used in such projects. This type · ttitude on the p~rt 
f ederal agencies can only generate a feeling of dlssati~factlon · 
"stat -federal" relationships. 



Pa '.! three 
Nr. Jeffrey Eves 
Ref: FHWA 

In summary, the High~ay Associations identified on the bottom page 
of this letter respectfully request that the FI.ederal Highway Ad~inistra­
tion reconsider its earlier decision and permit the use of WC-~ on all 
federally-funded projects in Florida. We also strongly recomi.~end that 
the Flo~ida D.O.T. continue research on the use of other Florida carbon­
ate aggregates. Waiting to hear from you reference March 23rd or 24th. 

Ve'F')~ul~ yours, 

y {,"2.t/ 
.!' .. 

Joh:i. W. Lloyd 

J'L/vlj 
' 

Aggregates Association of Florida 

Asphalt Contractors Association of Florida, Inc. 

Associated General Contractors (AGC) (Florida Council) 

Engineering Contractors Association of South Florida, Inc. 

Florida Lirnerock Institute 

Florida Transportation Builders' Association, Inc. 
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THE WHITE HOUSE I 
WASHINGTON 

March 22, 1976 

JIM CANNON ~ \) ~ 

JEFFREY P. EVES~ 
MEMORANDUM FOR: 

FROM: 

THRU: WILLIAM J. BAROODY, JR@ 

SUBJECT: Transportation Problem 

Please review the attached correspondence which details some of the 
problems a number of different contracting organizations are having 
as it relates to the construction of road surfaces in Florida. 

I would appreciate it if you could have the appropriate member of your 
staff review this problem and prepare an appropriate reply for John Lloyd. 

Thank you. 

Attachments 
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ENGINEERING C~NTRACTORS ASSOCIATION 
OF SOUTH FLORIDA, INC. 

Suite 132, 1800 W. 49th Street (103rd St.I 

March 12, 1976 
Hilleeh, Florida 33012 

T~ 

Dade C3061 568-2042 mnd Broward 527~ 

Mr. Jeffrey Eves 
c/o The White House 
Washington, D. c. 

JOHN W. LLOYD 

Exec:utiw Director 

Dear Jeff: 

Reference our telephone conversation, March 8, 1976. The 
Federal Highway Administration recently directed the Florida De­
partment of Transportation to discontinue the use of Florida carbon­
ate aggregates in the wearing course or asphaltic concrete highways 
on the state-maintained system. (see attached correspondence.) 

The FHWA contends that Florida aggregates contribute to, or 
create, unsafe traffic conditions because they provide "low skid re­
sistance•. 

Since approximately 97 percent of the state-maintained highways 
in Florida are constructed of asphaltic concrete, this directive from 
the FHWA created an immediate and critical problem for the Florida De­
partment or Transportation and the roadbuilding industry. 

The only alternative left to the Florida D.O.T. is to require the 
purchase and use or out-of-state aggregates tor highway surface im­
provements in Florida, except perhaps in the Panhandle. 

This alternative appears unnecessary and unrealistic for the foll­
owing reasons: 

1. The Florida D.O.T. has conducted considerable research on its 
existing highway network which clearly indicates it can design a wear­
ing course with Florida aggregates that provides acceptable "skid re­
sistance". 

A. Florida's Director or Road Operations, Jay Brown, pointed 
out in his letter~ or Novem~er 7, 1975, and February 3, 
1976, that WC-4, a wearing course that includes Florida 
aggregates, has provided satisfactory results. He noted 
that the D.O.T. has placed this wearing course on 625 
lane miles or state-maintained highway and that it pro­
vided satisfactory results 99 percent or the time. (The 
two lane miles surfaced with this wearing course which 
did not provide acceptable service failed structurally-
i t was not a skid resistance problem. In fact, of all 
the WC-4 courses for which there are skid resistance data 
available, the average skid resistance number is better 
than 49. The lowest "skid number" produced by WC-4 was 
38 and this was recorded on a 2.4 mile urban segment after 
it has experienced 10 million vehicle passes.) 

OFFICERS: 
"'-ident: C. A. CPetel Pe9coc:k. Jr. 

Vlca-

Miami Cl'U8hed Rock. Inc. 
Pen Am Conetruction Co. 

P1811dent: Robert B. Ebury 
Ebury Founddon Co. 

s-.tery/ 
Tr-..rer. Lowell Dunn 

The Lowell Oum Company 

DIRECTORS: 
Forrest Bowen, Shelley T- & Equipment Co. 

Alex M. Jernigan, Poet, Bucliely, Sdluh & Jemigmn, Inc. 

Frank Scudder, lnten:ounty Construction Corpcntion 

Arthur Sheldon, Florid8 Fill, Inc. 

Guerry Teo,lor, Clp9let1i Brothenl. Inc. 
Steve T on:lle, Floridll Rock & Send Co., Inc. 

Sam Williams, Wiiiems P8Ving Co., Inc. 



Page two 
Mr. Jeffrey Eves 
Ref: FHWA 

B. Florida D.O.T. Research Report 191 (Skid Resistance 
Characteristics of Florida Surface Courses) conclud­
ed that WC-4 was the most effective wearing course 
tested. This report includes test results from seven 
other wearing courses, and it should be noted that 
the majority of these wearing courses were designed 
with out-or-state aggregates. This report stated, 
"The hi hest ercenta e ot wet-weather accident re­
duction occurred on WC- surfaces." 

2. The purchase of out-or-state aggregates will seriously 
impact our already-depressed construction industry which is exper­
iencing a higher unemployment rate than any other segment of our 
economy. 

According to Florida D.O.T. Research Report 191, slightly 
more than $25 million per year may be required over the next five 
years to provide satisfactory wearing courses on our state~matntained 
highway system. The purchase or out-or-state aggregates to satisfy 
this need will dictate reduced payrolls and additional unemployment. 
Obviously, the material will not be mined, processed, transported or 
sold by highway-related industries in Florida. 

3. Transportati6n or the "imported" material is impractical. 
In addition to the expensive freight rates, the roadbuilding industry 
will face the historical problem of securing adequate railroad cars. 
(The D.O.T. and the Florida Publie Service Commission can clearly 
document the problems encountered by highway contractors who have 
attempted to ship road aggregates by rail.) 

4. The requirement that out-of-state aggregates be used cl.early 
contradicts state and national programs to conserve energy. The 
energy used in transporting this material to Florida represents a 
waste that is impossible to justify. 

5. The requirement that out-of-state aggregates be used also 
conflicts with cost-cutting recommendations by the American Associa­
tion of State Highway and Transportation Officials.AASHTO strongly 
recommended that local materials be used as an effective means or 
combatting the sky-rocketing construction cost that has plagued the 
transportation industry in recent years. 

6. While the Florida D.O.T. and the highway industry believe 
the FHWA directive prohibiting the use of "local" aggregates on 
federal-aid projects ia arbitrary and premature, they both are equally 
concerned about the FHWA opinion that Florida aggregates cannot be 
used on 100 percent state-financed projects. 

Florida, its elected representatives and appointed D.O.T. 
officials are well aware of the need for safe, modern highways. 
Certainly, it appears presumptious tor a federal agency with no in­
vestment in 100 percent state-financed projects to dictate the mater­
ials to be used in such projects. This type attitude on the part of 
federal agencies can only generate a feeling or dissatisfaction with 
"state-federal" relationships. 
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Mr. Jeffrey Eves 
Ref: FHWA 

In summary, the Highway Associations identified on the bottom page 
or this letter respectfully request that the Fiederal Highway Administra­
tion reconsider its earlier decision and permit the use or WC-4 on all 
federally-funded projects in Florida. We also strongly recommend that 
the Florida D.O.T. continue research on the use of other Florida carbon­
ate aggregates. Waiting to hear from you reference March 23rd or 24th. 

Ve~:~urs, 

Jo)in W. Lloyd 

J~L/vlj 
Aggregates Association of Florida 

Asphalt Contractors Association of Florida, Inc. 

Associated General Contractors (AGC) (Florida Council) 

Engineering Contractors Association of South Florida, Inc. 

Florida Limerock Institute 

Florida Transportation Builders' Association, Inc. 
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