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i THE WHITE HOUSE

WASHINGTON

May - 27, 1975

MEMORANDUM FOR : MIKE DUVA

FROM : JIM CANNON

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 offices 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 st be notified by the date and time

a paper for the President is due if the deadline
cannot be kept.

cc: Dick Dunham o
Jim Cavanaugh \&
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ACTION MEMORANDUM WASHINGTON L.OG NO.:
Date: May 21, 1975 Time:

yBuchen
FOR ACTION: im Cannon X cc (for information):

Jack Marsh

Robert T. Hartmann
Max Friedersdorf

Bill Seidman
FROM THE STATFF SECRETARY

DUE: Date: Friday, May 23, 1975

Time: noon

SUBJECT:

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

ACTION REQUESTED:

For Necessary Action

Prepare Agenda and Brief

X For Your Comments

REMARKS:

172

X For Your Recommendations
Drait Reply

Draft Remarks

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in subraitting the required malerial, pleasec
telephone the Staif Secretary immediately.

Jerry H. Jonos
SiLaff Secrotary
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:“é, L.;{o'fé OFFICE OF MANAGEMENT AND BUDGET
: WASHINGTON, D.C. 20503 ACTION

Moy 21 1978

MEMORANDUM FOR: THE i2§§IDENT
FROM: JAME; b LYNN(SiSned) Josri V] Freig
SUBJECT: Highway Legislation

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/OMB 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 Specific congressional actions on
highway legislation.

Decision

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

Highway 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.



,0T has proposed, with OMB and Domestic 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 legislatively required to delegate all project

approval authority to the States in the non-interstate programs if
environmental regulations are delegated?

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 would 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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MEMORANDUM FOR: THE PRESIDENT

7

FROM: JAMES T LYNN (Signed) Jomes T. Lyna
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 toc stimulate
employment.

- In April, the Senate overturned the deferral of the
remaining $9.1 billion of Federal-Aid Highway funds, 50
forcing the release of these funds in 1975. {i‘

- In the past few months, vie have lost several additional, =
appellate cases on the, highway deferral issue as well \2
as a Supreme Court case on a related issue.

The Secretary of Transportaticn has completed his review of the proposed
legislation and has submitted a bill fer final 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 Administration's
posture on 1976 funding will be a key inaredient in negotiations with
the Congress on the longer term levels. Table 1 summarizes the
Administration's originally proposed funding along viith subsequent
changes and future options.
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Funding for 1976

Issue #1: - What should be the Administration's strategy in attempting
to control the 1976 program level?

Discussion: Congressional sources indicate that a proposed 1976 deferral,
based on the Administration's $5.2 billion program, would probably be
quickly overturned. Even if we chose to defer funds in 1976, Justice,
Transportation (DOT), and CMB 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 additicnal $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 "fast spending" States will exhaust their authorizations
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 new program.

DOT and OMB are seeking your approval to attempt to negotiate with the
key congressional committees a revised 1976 funding level which would
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 ; iy
deferral process, hopefully reducing the 1976 program by
$0.5-1.0 billion below an unconstrained level. \*

- Undoubtedly require the Administration to agree to S —
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 $0.2B) and provision of
special authorizations in "problem" States.



- Assist the Administration in negotiating key provisions
of the highway legislation by offering to compromise on

1976 funding in exchange for reasonable authorization
levels.

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 1ittle to lose from efforts to

reach a funding compromise.

Decision

Attempt to negotiate an acceptable revised 1976 funding level [:7
(Supported by DOT, Domestic Council and OMB)

Stick with current 1976 funding level ($5.28) 7
See me for further discussions 77

OQutline of Highway Legislation

The proposed legislation conforms closely with earlier policy decisions
Yeache? 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 million 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:

--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 $1 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 Tocal 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 permitted 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 highway 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 biilion, 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 wvhich have been largely ignored by congressional and interest
group critics of the Administration's proposal because of the distant
"1978" 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 billiion.
Other financing changes, agreed to by DOT/0iB have reduced the cost
of the original proposal by $150 million annually in 1578-1980.
Decision

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

Keep 1978 as initial state preemption date L

Funding for Mass Transit Substitution

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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--ETiminate the need for difficult annual state trade-offs between highway
and mass transit for apportioned funds by providing separate transit
funding.

--Eliminate the need to reduce the Interstate Highway Program when 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
Administraticn'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 1ndependent 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 l/
(Supported by DOT and Domestic Council)

Fund mass transit substitutions within present Interstate process Ly
(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
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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 would: 1lead 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 hy 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 1/
(Supported by DOT)

Legislatively require delegation of all project approval responsibilities
to a State for particular classes of projects if environmental o 3
responsibilities are to be delegated L
(Supported by CEQ, Domestic Council and 0MB)

Attachments



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503 INFORMATION

JAN 2 3 1975

MEMORANDUM FOR THE PRESIDENT

THROUGH : Roy L. Ash
FROM: Walter D. Scott [s/ Wzlter 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. 1In
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 straightforward
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.

The aviation legislation will provide contract authority 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 1978. Under this proposal,
most airport grant funding will be shifted from individual
Federal project approval to a formula distribution system.




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. Unobligated

grant funds of $0.2 billion will be allowed to lapse. Attachment
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
programs 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 into the
general fund and permitting states to preempt 1¢ of all motor
fuel taxes ($1.2 billion) in 1978. 1In addition, the $11 billion
of deferred highway 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 will 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 these
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 substantiall
increase local direction and management of these major gra<§
programs while focusing the Federal involvement on projects
of national interest. Most states, local bodies, and uselr
groups will strongly support these efforts to eliminate un-
necessary Federal involvement in and increase the efficiency
and effectiveness of these grant programs.



Attachment A

Aviation Lééislation

...Key objectives of legislation are to:

--Reduce Federal involvement in local airport 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. )

...Birport grant provisions would authorize a three-year program which
would:

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

--Expand projects eligible for funding to include development of
passenger and baggage handling facilities (but not terminals
per se) and eliminate 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 gencral aviation grants on a formula basis to the states
with gradual shift of program management and funding responsi-
bilities to the states. In 1978, the last year of this
transition, states would fund the program from preempted Federal
aviation gas tax revenues. :

--Allow $194! in uhobligated airport grant funds to lapse on
June 30, 1975.

--Overall increase the annual new obligational authority for the
airport grant pregram from the present $325M to $350M while
reducing the Federal involvement (and Federal grant admin-
istrative staff). "

...Aviation fece structure would be modified to morc equitably match
feces with the burden different uscrs place on the systoem by:
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--Reducing the domestic passenger ticket tax from 8% to 7%
($110M annual reduction).

--Raising the international enplanement fee from $3 to $5
(S30M annual increase).

--Instituting new general aviation landing fees of $5 and $10
at airports with FAA traffic control towers as proposed in
the Budget Restraint Message ($80M annual increase).

...Airwvay 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 will be mixed,
but probably generally positive.

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

--Air carxriers will support the domestic passenger tax reducticn
ané most of the formula grant changes. They will push for a
larger tax decrease.

-~-General aviation interests will support the general aviation
airport proposals, but will strongly cppose landing fees.

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

~-All groups will oppose lapsing of airport grant funds and tRa_
opening of the trust fund for operating expenditures.

.. .Congressional reaction will probably also be mixed.
—-House Public VWerks ernd Transportation Committee will be handling
aviation legislation for first time. Anticipate positive

reaction to formula grant proposals.

~--Senate Commerce Committee will prokably resist additional
delegation to the states and trust fund changes.

--Ways and Means reaction on revenue proposal is uncertain. Will
be substantial air carrier pressure to move legislation.



Attachment B
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Highway Legislation

...Key objectives of the legislation are to:

—--Increase the efficiency and effectiveness of highway
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 term 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 highway Interstate assistance, financed frow the
trust fund, would increase significantly through 1280 while
Non-Interstate assistance, financed from the genecral fund,
would be held at the 1976 level.

Program Level (Billions of Doliars)

1975 1976 1977 1978 1979 1980

TOTAL 4.6 B i 5.4 5.6 5.8 5.3
Interstate (Trust Fund) (2:5) (3B.0) (3.2 {3:.4) (3.86) (3.7)
Non~-Intexrstate (Cencral

Fund) {2.1) (2.2) (2.2} (2:2) 1(2:2) (2.2}

.+.State preemption of 1¢ per gallon of the Federal motor fuel
tax would be pvermitted in 1978. The potential annual $1.2
billion in added state revenues would provide a substantial .
infusion of funds for local highway construction and
maintenance problems.

... Interstate funds would be focused on unfinished segments
necessary to national intcrcity connectivity by apportioring
sonie of the interstate funds on the basis of unfinished
critical links. ‘

.. .Four broad program areas (Interstate, Rural and small urban,
Urbanized, and Safety) would replace the present maze of
categorical grants. TI'unding would be permitted from these
program areas for roads not on the Interstate, Primary or
Secondary Systems.



2

«».Trust fund receipts would be reduced by the shift of 2¢ per
gallon of gas tax receipts into the genecral 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, reguesting no
additional Federal-aid authorizations for 1976 and the
transitional period, and rescinding all unobligated balances
as of September 30, 1976.

...Interest groups will generally support the revised program
structure and the increases for the Interstate System.

...States should strongly support provisions providing for
state motor fuel tax preemption as this will substantlally
increase revenues and local flexibility.

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

...Congressional Committees will 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
anticipatead.



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.
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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:

THE WHITE HOUSE

FACT

FEDERAL-AID ACT OF 1975

-- 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.

KEY PROVISIONS OF THE PROPOSAL

-~ Program Structure

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
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2. Beginning October 1, 1976, revenues from the Federal
gasoline tax going into the HEighway 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. 1In 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. 1Two 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 President's Proposal
A) 4¢/gal. gas tax goes to- 1¢/gal. - Highway Trust Fund
Trust Fund (approximately 2¢/gal. - Transferred to General
$4 billion per year) Fund

l¢/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

B) All other highway-related No change
excise taxes -~ Trust Fund
(approximately $2 billion
per year)

REVENUE-FUNDING ESTIMATES

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
Geqeral 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/ (General
Fund)
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 legislation —- “such
as the State and Community Grant program for highway

safety -- would be shifted to the General Fund.
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THE WHITE HOUSE ,:;&,/Cx

TO THE CONGRESS OF THE UNITED STATES:

Twenty years ago, President Eisenhower s
Congress a landmark report on our Nation's
report, and the legislation it inspired, la ed“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 of the Interstate system 1s
open to traffic, and the system has proven vital to the
Nation's commercial prosperity and to the individual mobility
of milllons of Americans.

The Highway Trust Fund which has financed this remarkable
program is scheduled to expire on October 1, 1977. I am today
recommending legislation to extend the Trust Fund but 1limit
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 gasollne
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 completlon
of those segments of the Interstate system which will make
the system truly national in scope.

I am also proposing consolidation of Federal hlghway
programs under three broadly-based categories, comblining some
thirty narrow grant-in-ald programs now in exlstence. 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. //?5“35\
<.t RPN

The legislation I propose will refocus the Federal /f
attention on the Interstate System, which is clearly of Ve
national significance, and provide flexible ald for other . E
highway construction in a manner which fully respects State . ..~
and local decislon-maklng roles.

This is conslstent with my general philosophy that we

should not, at the Federal level, extend our 1lnfluence 1into
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 1limit the Federal role
to natlonal 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'‘s transportation needs.

I urge the Congress to give it prompt and favorable considera-
tion.

GERALD R. FORD

THE WHITE HOUSE,
July 7, 1975.
EEEN
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THE WHITE HOUSE

EXCHANGE OF REMARKS
BETWEEN THE PRESIDENT
AND
ROBERT D. RAY

GOVERNOR FROM THE STATE OF IOWA

CHAIRMAN, NATIONAL GOVERNORS CONFERENCE -

THE ROSE GARDEN
11:34 A.M. EDT

THE PRESIDENT: Let me
here -- Governor Ray, Governop
Governor Bennett and Goverpor Moore, representing the
erence -~ for coming
essage.

Vo=

Governors and the Governets—con
for the signing of th

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

biank the various Governors
Rampton, Governor 0O'Callaghan,
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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, is 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 1 cent of the U 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 (AT 11:38 A.M. EDT)
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MEMORANDUM TO THE VICE PRESIDENT

FROM: R. L. DUNHAM
SUBJECT : Mayors Meeting - Federal Aid Highway t
The President will highlight and ask ie

Mayors' support for his Highway Act proposals today.

There are several features which are advantageous
to States and Cities that you should know about before
you meet with the Mayors today.

1. 30 highway categorical grant problems
would be consolidates into four broad programs.

For the first time, Federal funds will be available
for use on won-Federal aid systems -- that is, city
streets.

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

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

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

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

This feature should also help the cities but,
of course, will be opposed by the highway people.
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4. Another feature which is very importfant for
the States and Cities is that for the first Pederal
funds can be used for the reconstruction and rovement
of the Interstate system and not just for new construction.

You will recall that we were always concerned with

how we were ever going to be able to afford to maintain
the Interstate system once it was complete and got older.

cc: Jim Canmnon.
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MEMORANDUM FOR: MR. JAMES CANNON

Executive Director

Domestic Council lﬁiﬁﬁﬂ”
FROM: PAUL H. O'NEILL
SUBJECT: 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

/l .
roads built many years before). (g%° \
= \

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

o= !
A\ W =/

...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 1974 that limited the Governor 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 I TEN
Federal law would permit the use of the new program for /Q%’ e
the Toll Road, the Louisiana legislation which prohibits

use of "normally allocated" funds would appear to rule :
out this possibility. » o

...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 work with Louisiana
officials to investigate other funding alternatives. It may
be appropriate to suggest further Department of Transportation
and State of Louisiana discussions.
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MEMORANDUM FOR: MR, JAMES CANNON g ¢ ‘,
Ixecutive Director /o JE\
Domestic Council (< =\
el e - 2}
FROM: PAUL H. O'NEILL ( - H ) 4
SUBJECT: Louisiana Toll Road

You asked me to review the budget consequences of going forward
with the Louisiana Toll Road. Thesecoomments 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 llighways (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
Systenn (the largest portion of their Federal assistance
for non-Interstate proyrams.) To prevent this one project
from using Federal funds that would nocnmally be available
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for projects throughout the State, Louisiana legislation
was passed in 1974 that limited the Governor to using
supplementary funds ("funds over and above those normally
allocated to the Louisiana highway programs"™) for this
road. pS

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

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.

.«..FIWA 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 politigally
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
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.
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Deputy Director
Mr. Collier
Mr. Bray (2)
Return to Mr. Mullinix

EGD:JMullinix:vt 7/15/75



2/1s

OFFICE OF MANAGEMENT AND BUDGET
ABSTRACT OF CORRESPONDENCE

TO:

The Director
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Mr.

James Cannon

Louisiana Toll Road

Discussion of funding problems related to Louisiana Toll Road.
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THE WHITE HOUSE

WASHINGTON

July 1, 1975

A

MEMORANDUM FOR: JAMES CANNON
THROUGH: MAX L. FRIE‘DERSDORFW - 6 '
VERN LOEN [/
FROM: TOM LOEFFLERQ L1
SUBJECT: 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
Shrevesport with New Orleans. During 1974 the Department of
Transportation strongly indicated the Administration's desire to
accommodate the State of Liouisiana 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 certain that, in fact, Federal assistance will be
forthcoming to the State of Liouisiana for this highway project.

In light of the congressman's extreme concern over this matter, it
is important that a firm decision and commitment be made
expeditiously to resolve this matter.

Enclosures
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Honorable Jee D. Vaggonner, Jr.
I'ouse of Representatives e g
Washington, D.C. 20515 L

Dmr Mr. faggorner:

“ iz et
_’

»'This "el,ter will reaffirm our understanamcr of an agresment reached
Moverrver 1, 1873, with respect to the availability of priority '
primery mileage and funds for the proposed Louisiana Toll Road under

‘' section 126 of the Federnl-Aid Highway Act of 1973, which. provides
for a priority primary highway program.” As discussed with you this ™

_past Friday, July 12, 1972, and as reflected in a recent draft of a’
proposed apreeiment sent to the Louisiona State Highway Department,
the Federal Highway Administration under existing law shall, subject.

" to continued Congressional authorization of funds, reimburse the
State the Federal share of costs of construction from the State's
aprorticned priority primary funds. The priority primary funds so Sre ey :
provided will be in addition to the State's regular Tederal-aid ) Ao gk o
primary funds. We understand that Congress expects to make the T e e $0 0
priority primary program a continuous, ongoing program such as the S kS
Interstate System with subsequent authorizations until the system is T R
carpleted. We bslieve the toll road can be built with these priority . ., -
primnty funds and that over the 15-vear period within wvhich the A '
Pedaral shore 1S payable under section 149 of the Federal-Aid Highway - - - -8
Act of 1273, sufficient fitids will be available. If the State chcoses, ... :
the law nlen parmits us +o reimburse the Siate for toll road constric-

“tica from its regularly acrportioned primary funds. v g

Ve also fe=? that the substitucion of a large portion of Interstate et
410 and the utilization of the assigned miles and funds for a free o
Interstate Ttoute within the toll road corridor is-a poteatial option. . - <=
.« The adaitional miles necessary for the full route are available in s i
toe Hewmara-Cramer omendnment ressrve for this purpose and upon a g S T g
proper apolication we could approve the substitutions. Ve would like F 4
to amhasize that the availability of these additionnl miles does not

- R e e aF . o

mc**e 152 the amount of funds available and that the total amount R ;
railiable for the toll road is governed hy the cost to complete the 33 S AR A
withdravn portion of I-310 as shown in tho972 Interstate System Cost . ¢ "
Estimie. The law also provides that the amount of funds available e
for the ngw cubstitate highwnay are {romen and restricted to”the amonnt : il
shomm in the 1972 Interstnte System Cost Estimite for the substituted :
. - Ll [

!
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vortion of I-410 and my never exceed bl anount, which is approxi- i
oty S836,400,000. This means that the funds available for the new 4o

e vt poh Do dncroased by subseguent rovicsioons of -the Interstate

Sywtum Cost Estimates reflecting increased coSt of constiruction.

You have also asked if there is anything additional which the State .. ...
must file in ordecr for the U. S. Department of Transportatica to % o
allocate priority primary route mileage and to proceed with the ;
signing of the final agreement. TFH¥A has received from the State a
first draft of a proposed acgreement. FiiWA's Chief Conmsél has rev1ewed
the proposed zireement and has submitted a revised deaft proposal to
the State. - The agreement may be executed as soon as the minor revi-
sions being negotiated by the attorneys are compléted and the agrc-arrent
is put in fmal form. By

FI¥A will soon identify a 10,000-mile priority primary system nation- .-
wide, of which Louisiana will be allocated 110 miles. THWA's Division
Engineer will be able to approve, upon request, prlorlty primary routes
to the extient of the miieage allocated. Illowever, in unusual cases, a -
State may Tequest additional mileage through IHWA field offices to -the
Washington office. Louisiana, upon such an appeal, will rcceive ey
sufficient mileage in addition to the 110 miles allocated to build the . .- ..
proposed toll road. Therefore, a documented request from Louisiana T8 e
for additional mileage will be necessary. ey

After the priority primary mileage has been established, and since the
priority primary funds have been apportioned to the States, the next -
steo will be for the Iederal Coverrheant to issue authority for the B b
State to obligate the State's share of these funds. After the obliga- -0

tional authority is issued, the Std.LC my then submit the project or ,
a portion thercof to FIIWA in accordance with our regular project .

-?’U[‘OV?“_ '._-."f’o‘as. - Ala gy s

My staff is available to continue vorking on either of Lhese proposals - v,
vith you and the State. = .

v

,. nce rnly yourq

/ om- / i oorir?)
’/ﬁ// o;brx. Tiemann : ; e

/

- Federal Highway Administrator PETITS

*
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Avpust 22, 1974
IN AZPLY HEFER TO:
HCC-1
. B

Mr. Philip K. Jones «

General Counsel

Department of Highways

P. 0. Box 442i5, Capitol Station
Baton Rouge, Lcuisiana 70804

Dear Philip:

We have reviewed your letter of July 25, 1974, in which you comment

on the proposal which we are currently negotiating between the
State of Louisiana and the U.S. Department of Transportation with
respect to the utilization of priority primary funds provided

for in section 147 of title 23, United States Code Annotated, for
the proposed Louisiana toll road.

You state that in view of the restrictiens imposcd upon the State
by section 12 of the Louisiana Act G653 of 1974, " . . . there is
no authority vested in the Governor nor the Director of Highways
to cxccute an agreement which does not contemplate supplementary
funds (that is, funds over and above those normally allocated to
the Louisiana highway progrvam)." You also request that we further
review our proposal and the legislation to determine if a
nodification of the language of the contract needs to be made in
erder to acscTalish the ohjectivs of the Loulsizna legislation.

| PE bnliﬁve it is possibie to use the priority primary funds

i Ev subsaction (b) of section 147 of title 25 of the
as Cude, for the toll road, and comply with the

aw. The priority primary funds arc in additicn to

rogulacly apportioned highway funds for previously
xistinz programs. The priovity primary system funding is a new
prozran and if the State of Louisiana designates the toll road as

its priovity primary ronte, then TFederal-aid highway funds
apportivazd to Lor:isiana for construetion of priority primary
highwars would be appropriated for tho toll voad. Hence, the
appwrti.‘mcnts for Louisiana's priority primuvy highways would
subscquently become "Federal fuads -- specitically appropriated
for nuying the costs of the expressway project =-*" within the
reanin.. of the Louisiana statuce.
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As you know, title 23 with wesSprct to the major catesorical
progrmas does not provide for the authorization and apportionment
of funds for sp“rxtlu projects. Nor are title 23 funds oarmarked
or set aside in any way for defraying the costs of rnamed or
specific highway projects. Our progrvam funds arc apportioned to
the States for obligation in broad categories pursuant to a grant
formula. After projects are sclected, approved and costs are
incurred, funds are then appropriated to cover those costs.

Thus, i1f Louisiana werc to designate the preposed toll road as a

priovity prlmaAy route and were to obligate™Sums apportioned for
o

‘the priority primary program in the construction of the toll road,

Louisiana would be subsequently reimbursed pursuant to appropriations
for that specific purpose from the Highway Trust Fund. In our
judgment, such an appropriztion would overcome the prohibition in
the Louisizna statute that '"no Federal funds not specifically
appropriated for paying the costs of the expressway prOJeut shall
be used for such purpose; . . ."

The Louisiana statute also provides that " . . . no Federal funds
currently earmarked for the defraying of the costs of other highway
construction projects in the State . . . shall be diverted to said
expressway project." None of the priority primary funds-are
currcntly earmarked and made available for obligations. However,
in the near future, as we indicated in a recent letter to
Representative Joe D. 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. Aftar the
obligatienal authority is issued, the State may then submit the
projcct or portion therzof to the Federal Highway Administration

in accordance with our regular project approval process.

You also state in your letter that '". . . the Legislature intended

that the . . . funds fke] in addition to those normally allocated
by the Faderal Highway Adainmistration to Louisiana for the usual
highway projects . . .." The priority primatry program is a

10

supplementary program providing funds to supplement other Federal-
aid highway programs. This is quite evident in the language of

23 U.6.6. 147 which says the prlorLty primary routes to be improved
are " . . . to supplement the service provided by the Interstate
System . . .." The 1973 Act established a priority primary aid
program for the first time.
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his program was designed to supplement, and its funds are provided

in addition to, the funds provided by the Federal Interstate, primary,
secondary, urban and other aid programs. The primary and sccondary
aid tunds have traditionally becn used by the States for basic

road prograns. A major purpose of the new priority primary aid was
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to facilitate the const raction of sapplementary highways, in
perticniar those connecting with the Inteestate System over and
above the Federal primacy aid prosvam, In short, the design of
tha 1273 Act was to allow continued fu1d11g of essential State
hijhway needs through the primacy and sccondary road programs,
but to initiate new supplementiry construction under the priority
primary funding procedurss.

Since louisiana's proposed North-South road is prcriscly the type

of construction contemplated by. the priority primavy pro"ran '

do not undarstand why you belicve the State,in scction 12 o

Act 653, would scesk to bar the use of priori4y primary funds for

the North-South road. Even 1f~priority primary funds were used

for the toll rpad, Louisiana's essential highway needs would
continue to receive adequate Federal fumding frowm other Federal
sources, at previous levels. For these reasons, I do not believe
that the Louisiana statute prevents use of the priority primary
program funds for the proposed toll road.

Of course, the proper interpretation of section 12 of the Louisiana
law and the uses to which the State of Louisiana wishes to put its
Federal highway funds, are imatters of State law for State officials
to resolve according_to their best judgment. If the State chooses

to preclude the use “of priority primary funds for toll road purposes,
that is the State's choice which we cannot question. We are
concerned, though, that section 12 of Act 653 may reflect a misunder-
standing of the highway assistance program delineated in the 1973
Federal-Aid Highway Act. ) n

It would, be appreciated if you would review our proposed agreement

in light of the foregoiugz and tie information which we have

included in the enclosed lctter to Representative Waggonner and
determine whether or not any major modification of our proposed
agreement 1S necessary ,as a resgle of the recently cnacted Louisiana
1aw, My wicw is that no =2200 wed LLatLDn: ara pecsssary after
Teviewing your letter.

4

I trust this information clarifies and leaves no doubt that the
toll road can be built with ptriority primary funds.

= sSincerely yours
o Preme ,‘”\ ‘/ ‘! ;'% ’ ('il
O{'f” b"'w"-’ PEA & ""w’.':.‘c’_at..&_,.,,...

David E. Wells
Chief Counsel

Enclosure
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THE WHITE HOUSE

WASHINGTON

July 1, 1975

MEMORANDUM FOR JIM CANNON <
FROM: MIKE DUVAL —\S D
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 highway 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 cannot be used for toll
roads.)

A year ago, the issue turned on whether or not Louisiana
could use funds designated for "priority primary" highway
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 could be an enormously costly undertaking if
you assume that Federal funding for the "priority
primary" system nationwide is increased by the same
proporticral amount necessary to permit Louisiana
to build its toll road. 1In 1976, "priority primary"”
was allocated 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
program, Louisiana would need $20 to $25 million
a yvear for fifteen years. If the nationwide
program was increased to reflect the Louisiana
increase, it would grow four to five times, to an
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Janmualk level oF $l.2 te 51.5:-billion.  Thus it

is possible to view the decision on the Loulisiana
toll road as ultimately costing the Nation over
$15 billion.

(2) The President's highway bill (which we plan to
submit to Congress on July 8) elimipates "priority
primary" as a separate categorical program 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 be how the Louisiana toll road will fare
under tne President's new highway bill.

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



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

3 &1
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X Other Ask Mike Duval
to get a group together.

Attachment
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THE WHITE HOUSE

WASHINGTON

July 14, 1975

MEMORANDUM FOR: JIM CANNON

THRU: MAX L. FRIEDERSDORF f/ - b
VERN LOEN [/(_

FROM: CHARLES LEPPERT, JR. .

SUBJECT: 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 interstate system in a
shorter time period and by pledging as collateral that state's share of its
receipts from the Highway Trust Fund as collateral for the certificates.

Can you designate indivicuals from the Domestic Council, OMB and DOT who
can be prepared to disczss this concept and its viability as an Administration
proposal with Rep. Baziis within the next ten (10) days?

cc: Tom Loeffler

) \ /) L
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THE WHITE HOUSE
WASHINGTON

Date: 7-20'7{
. Zorr Crzsraon

FROM: Max L. Friedersdorf

For Your Information
—

Please Handle ;tff’  fﬁ

Please See Me \=

—

Comments, Please K_
other %;,, A 2%
A Jovalerrrs a/ﬂn—
matlley
Foe Hagponn, 4572,




THE WHITE HOUSE

WASHINGTON

August 1, 1975

MEMORANDUM FOR JIM @AVANAUGH ,/””—';;? BN
Y i

FROM: MIKE DUVAL e

RN

SUBJECT: 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 <wwy 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
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States proportionately. This will result in a
total national program of about $1.2 billion a year
for fifteen years. 1In short, the total cost to the
Nation for building the Louisiana toll road would
be about $15 billion.

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.

Create a separate fund in highway legislation for the
Louisiana toll road. This is extremely unlikely
because the House and Senate Public Works Committees
are already under incredible pressure for similar
special funding programs, and once they allow one,
the 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 commit-
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, D.C. 20503

July 22, 1975

MEMORANDUM FOR:  MAX FRIEDERSDORF |
FROM: ALAN M. KRANOWITZ N"‘“
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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HEMORANDUM FOR::’ M, JAI"'S (‘A YHON
Iyvecutive Director
Poriestic Council

FROM: _ PARUL ¥. O'NEILL

SUBJECT - Louisiana Tell Road

You asked me to review the hudget consenquences of going forward
with the Louigiana 7Toll Road. These oommenis are based on pre-
liminary discussions with Department of Transportation staff.

Background

...The Federal-Aid Righway act of 1973 provided that:

~-~The Federal liighway Administration (FIWA) could provide
funds for this toll project from anounhts that Loulsiana
would normally receive for theirx Primary Syscten and
Priority Primary System liighways (speclfic authorization
was reguired 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 xedeem bonds
that would bhe floated to pay the cost of this project

(normally funds are not available to redeem bonds for-tyo-
roads bullt many years before). /ézf 7.

-~

~ o

-..The Federal-aAld lighway Act of 1973 did not provide {% =

Louisiana with any additional funds, above and beyond?» v
what they would normally receive, for this road. \\\*,x/

«» Unfortunately, some members of the Louisiana congressional -
delegation and the local oress originally thought that tha
legislation provided special, additional Pederal funds for
this project. 7There was a bitter dispute in the state
over the toll road when local intevrests realized that
funding for this road would consuae all the funds that
Louisiana could anticipate receiving in the foresecable
future for their ﬂrimary and Priority Primary lilghway
System (the largest portion of their Federal assistance :
for non-Interstate orogpamg.) To prevent this one project
from using reder11 fundé that would normally be available
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for projects throughout the State, Louilsiana legislation
was passed in 1974 that limited the Governor to using
supplementary funds ("funds over and above those normally
allocated to the Lou191ana 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 1f the State were to receive
the $25~30 million annually that they will need over
the next 15 years to pay off these bhonds. Since this
is a national formula program, this would require a
fivefold increase in the national program (which represents
a Pederal 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
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 ldentlfied 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 vears.
Clearly not an attractive alternative for the Administration..

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 recuired. This would appear to be :
politically unattractive for Louisiana Governor and
legislature. .

3. FHWA earlier suggested that the State tranzfer 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. TFederal cost would be about $300 million.
The Administration has strongly opposed a number of
similar place-named projects in the past few years,

«..FIWA staff indicate that they have clearlyv 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.

...FHYA 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 Louislana
officials to investigate other funding alternatives. It may
be appropriate to suggest further Department of Transportation
and State of Louisiana discussions.

-

vy
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THE WHITE HOUSE

WASHINGTON

August 11, 1975

MEMORANDUM FOR: JIM CANNON

THRU: JACK MAR

FROM: CHARLES PERT, JR. &% :
SUBJECT: 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

SUBCOMMITTEES:
PubLic ASSISTANCE

OVERSIGHT

Mr. Charles Leppert Jr.

Congress of the United States
PHouse of Representatives
Washington, B.C. 20515

August 8, 1975

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 BUILDING
Forr MYERS, FLORIDA 33901
813-334-4424

700 VIiRGINIA AVENUE
FoRrT PiERCE, FLORIDA 33450
305-465-3710

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

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

With best wishes and warm personal regards, I am,

LAB :Mme

" Bafalis
Member of Congress

. THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIBERS
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Proposal for sale of revenue certificates, backed by allocations

Problem -

Problem -

Problem -

from Highway Trust Fund, for swift completion of Interstate
Highway System.

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,

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.

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 certifi-
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 TRAE
efficiency. It is Treasury's belief that the Federal A
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. Nz
In this case the public benefits, if any, could as readlly
be secured by direct Federal financing.
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The argument that Treasury financing would increase
budget outlays can 11tera11y 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 of 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 to finance completion
of the system in, say, the next five years, they would still
be inadequate under the present proposal unless there were
an increase in the Federal contributien or the financing
period were extended beyond the construction period.

Mr. Bafalis may be contemplating the first alternative
in his discussion of the problem of responsibility for
the interest payments.

Finally, the extremely high rate of 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.

‘Director, Office of Debt Analysis



THE DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220
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MEMORANDUM FOR JAMES M. CANNON, ASSISTANT TO THE PRESIDENT
FOR DOMESTIC AFFAIRS, THE WHITE HOUSE

Subdect: Mr. Bafalis' Interstate Highway Pinancing 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 certifi-
cates backed by allovations from the Highway Trust Pund.

The proposal would violate long-standing Treasury
opposition to direot or indirect Federal guarantees of
tax-exempt obligations. This Treasury policy is based
on oconsiderations of both tax equity and financing
efficiency. It is Treasury's belief that the Federal
Government should not ba a party to the creation of
additional tax-sheltered income, unless there are clear
net publiec benefits that cannot otherwise be achieved.

In this case the public benefits, if any, could as readily
be secured by direct Pederal finanoing.

The argument that Treasury financing would increase
budget outlays can literally be overcome by Federal Pinancing
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~exampt bond market may be in a more serious situation i
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 intexference 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 recognizedf 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 spanding.

With regard to the guestion of the impact of inflation
on highway completion, if the interest rate on the cbliga-
tions issudd to finance accelerated construction is of the
same order of 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 to finance completion
of the system in, say, the next five years, they would still
be inadequate under the present proposal unless there were
an increase in the Pederal contribution or the financing
period were extended beyond the construction peried.

Mr., Bafalis may be contemplating the first alternative
in his discussion of the problem of responsibility for
the interest payments.

Pinally, the extremely high rate of 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
thesexpense of other national objectives.

¢ Edward P. Snyder
Director, Office of Debt Analysis
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THE WHITE HOUSE

WASHINGTON

March 22, 1976

MEMORANDUM FOR: JIM CANNON

FROM: JEFFREY P. EVES& @h
THRU: “WILLIAM J. BAROODY, JR@
SUBJEGT: V Transportation Problem

Please review the attached correspondence which details some of the
problems a number of different contracting organizations are having
2s it relates to the construction of road surfaces in Florida,

1 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



Mazch 22, 1976

Daax John:

Thank you far yoor lettar of March 12, 1995 In which you outlina soma
cf the problems you have been having with highway constructionas a
r23ult of certaia fadarally mandated diraciives,

Whila tha subjsct you raise in your lettey Is one that I parsorally have
iy rnowledge of, your lsiter will bs forwardead to the Praaidani's
Domestic Counsil whsrs it will be reviewred with rspraseaniives of
ths Fedaral Highway Administragion, Tou may expect o haar back
irom taz appropriade individeal within a reasonabla amount of tlme,

Thank you azain o> bringing this problem 2o our atiantian, You
may be assured of onr irterast in it,

Sincarely yours,

Jatizay P, Sves
Dirsctor, Whita House Confareaces
Oillce of Public Liaison

Mz, Joha W, Lloyd

Execulive Director

Enginesrinyg Conitractora Association
.0of Seuth Florida, Ine,

Suite 132, 1300 W, 45th Sirast

Hialsah, Florida 330812
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ENGINEERING CONTRACTORS ASSQOCIATION
OF SOUTH FLORIDA, INC.

Mo o b Suits 122, 1800 W, 43h Street 110362 S:

Hayswh, Florics Zum
March 12, 1976 S

DaZa {305 S58-2042 an? Broware SZF45C

- JoAN W, ay
Mr. Jeffrey Eves Exscutive Dimet:
c/o0 The White House

Washlington, D. C.

Dear Jeff:

Reference our telephone conversatlion, Maren 8, 1976. The
Federal Highway Administratign recently directed ths Florilda De-
partment of Transportatlion to discontinue the use of Florida carbon-
-ate aggregates 1n the wearing course of asphaltic concrete highways
on the state-malntained system. (see attached correspondence.)

The FHEWA contends that Florida aggregates contrilbute to, or
create, unsafe trafflc conditlons because they provide "low skid re-
sistance®.

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

The only alternative left to the Florlda D.O.T. is to require t
purchase and use of out-of-state aggregates for highway surface im-
provements in Florlida, except perhaps 1n the Panhandle.

This zlternative appesars unnecessary and unrealistic for the fc
owing reasons:

1. The Florlda D.0.T. has conducted considerable research on 1
existing highway network which clearly indicates 1t can design a wesz
ing course with Florlda aggregates that provides acceptable "skid re
sistance”.

A. Florida's Director of Road Operatlions, 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 nots
that the D.0.T. has placed thls wearing course on 625
lane miles of state-maintained highway and that it pro-
vided satisfactory results 99 percent of the time. (The
two lane mliles surfaced with this wearing course which
did not provlde acceptable service falled structurally-
it was not a skild resistance problem. In fact, of all
the WC-4 courses for which there are skid resistance d:
avallable, the average skid resistance number is bette:
than 49, The lowest "skid number" produced by WC-B wa:
38 and thls was recorded on a 2.4 mile urban segment a:
it has experienced 10 million vehicle passes.)

\ OFFICERS:
7 President: C A. (Petral Paacock, Jr
f):ami Crushad Rock, Inc
S Pan Am Construction Co.
T Vice-
Presidant: Robert B. Ebsary
Ebsary Foundation Co

BIRZCTO
Bowen, Sheliay Tractor &
Alex M Jurnigan, Past, Bucksty, Schuh & J

Fraak ! fer, Imtercounty

Arthur Shaldan Foadta

- \ . Guarry Taylor, Capsa= Oratrars Ine
T g 3uuit et Lowell Dunn = Steve Torcisa, Floe 28

B N s, AT o i



two
Jeffrey Eves
FHWA

B. Florida D.0O,T. Research Report 191 (Skid Resistance
Characteristics of Florlda Surface Cours=s) coneluc
ed that WC-4 was the most effectlve wearing course
tested. This report includes test results from sewve
other wearing courses, and 1t should be noted that
the majority of these wearlng courses were deslgnec
with out-of-state aggregatha. Thls report staoed
"The highest vercentage of wet-weather accident re-
duction occurred on WC-4 surfaces."

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

According to Florida D.0O.T. Research Report 191, slight
more than $25 million per year may be required over the next five
years to provide satlisfactory wearing courses on our state-maintai
highway system. The purchase of out-of-state aggregates to satisf
this need will dictate reduced payrolls and additional unemploymer
Obviously, the material will not be mined, processed, transported
sold by highway-related industries in Florida.

3. Transportatidén of the "imported" material is impractical.
In addition to the expenslve frelght rates, the roadbullding indus
willl face the historical problem of securling adequate railroad car
(The D.0.T. and the Florida Public Service Commission can clearly
document the problems encountered by hlghway contractors who have
attempted to ship road aggregates by rail.)

. The requirement that out-of-state aggregates be used dlear
contradicts state and national programs to conserve energy. The
energy used in transporting this materlal to Florida represents a.
waste that 1s 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 Officlals.AASHTO strongly
recommended that local materlals be used as an effective mzans of
combatting the sky-rocketing construction cost that has plagued th
transportation industry in recent years.

6. While the Florida D.O.T. and the highway industry believe
the FHWA directive prohiblting the use of "local" aggregates on

federal-aid projects 1s arbltrary and premature, they both are equ
concerned about the FHWA opinion that Florlda aggregates cannot be

:used on 100 percent state-financed projects.

Florida, its elected representatives and appointed D.O
6fificlals are well aware of the need for safe, modern highways.
Cértainly, it appears presumptious for a federal agency with no in
vestment in 100 percent state-filnanced projects to dictate the mat
ials to be used in such projects. Thils type attlitude on the part
federal agencles can only generate a feeling of dissatisfaction wil
"state-federal' relationships.

--ih.



Page three
Mr, Jeffrey Eves
Ref: FHWA

In summary, the Highway Associlations 1dentified on the bottom page
of thls letter respectfully request that the Hederal Highway Administra-
tion reconsider 1ts earller decision and permit the use of WC-4% on all
federally-funded projects in Florida. Ve also strongly recaommend that
the Florida D.0O.T. continue research on the use of other Florida carbon-
ate aggregates. Walting to hear from you reference Mareh 23rd or 24th.

Ver§f§:uly yours,
//'.’ 6%{/
) F 4
John W. Lloyd s

JWL/v1]

Aggregates Assoclation of Florlda

Asphalt Contractors Association of Florida, Inc.
Assoclated General Contractors (AGC) (Florida Council)
Engineering Contractors Association of South Florida, Inc.
Florida Limerock Institute

Florida Transportation Bullders' Associatlon, Inc.



THE WHITE HOUSE

WASHINGTON

March 22, 1976

MEMORANDUM FOR: JIM CANNON Q M

FROM: JEFFREY P, EVES
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



March 22, 1976

Dear Johns

Thank you for your letter of March 12, 19§56 in whieh you outline some
of the prebliems you have been having with highway construction as a
reosult of cortain foderaily mandated directives,

Whils the suhject you raise in your letter ie one that I persomalily bave
4 xmowledge of, your letter will be forwarded to the President's
Domestic Council where it will be reviewed with represeantatives of
the Federsl Highway Administration, You may expect to hear back
from the sppropriate individual within » reasonables amount of time.

Thank you again for briangiang this preblem to cur attantion, You
may be assured of our interest ia {8,

Singerely yours,

Jeltrey P, Evas
Director, Whits House Conferences
Office of Public Liaisoa

Mz, Joha W, Lioyd

Executive Director

Eaginesring Coatractors Asseciation
of South Flerida, isc.

Suite 132, 1800 W, 49th Strest

Hisleah, Florida 33012



ENGINEERING CONTRACTORS ASSOCIATION
OF SOUTH FLORIDA, INC. T

March 12, 1976 Telsphones

Dade (305) 568-2042 and Broward 527-0809

JOHN W. LLOYD
Mr., Jeffrey Eves St Dibesiior

¢/0 The White House
Washington, D. C.

Dear Jeff:

Reference our telephone conversation, March 8, 1976. The
Federal Highway Administration recently directed the Florida De-
partment of Trgnsportation to discontinue the use of Florida carbon-
ate aggregates in the wearing course of 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 of Transportation and the roadbuilding industry.

The only alternative left to the Florida D.O.T. 1s to require the
purchase and use of out-of-stage aggregates for 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.0.T. has conducted considerable research on 1its
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 of Road Operations, Jay Brown, pointed
out in his letters of November 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.0.T. has placed this wearing course on 625
lane miles of state-maintalined highway and that it pro-
vided satisfactory results 99 percent of the time. (The
two lane miles surfaced with this wearing course which
did not provide acceptable service failed structurally-
it was not a skid resistance problem. In fact, of all

AoRD the WC-4 courses for which there are skid resistance data
kel avallable, the average skid resistance number is better
/. than 49, The lowest "skid number" produced by WC-U4 was
\% 38 and this was recorded on a 2.4 mile urban segment after

it has experienced 10 million vehicle passes.)

,’6’ 1

OFFICERS: OWITIOy, DIRECTORS:
President: C. A. (Pete) Peacock, Jr. &V Forrest Bowen, Shelley Tractor & Equipment Co.

Miami Crushed Rock, Inc. < Qf;’“ Alex M. Jornigan, Post, Buckely, Schuh & Jemigan, inc.
Pan Am Construction Co. < - A Frank Scudder, | Co ion C i
Vice- 5 =4 . diats ey
President: Robert B. Ebssry & g Arthur Sheldon, Florida Fill, inc.
e &

/Ebnry Foundation Co. Guerry Taylor, Capeletti Brothers, inc.
Tnm':yr, Lowell Dunn ) Steve Torcise, Florida Rock & Sand Co., inc.

The Lowell Dunn Company 7 3-1916 Sam Willisms, Willisms Paving 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-of-state aggregates. This report stated,
"The highest percentage of wet-weather accident re-
duction occurred on WC-4 surfaces."

2. The purchase of out-of-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-maintained
highway system. The purchase of out-of-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 industfies in Florida.

3. Transportatién of 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 Publis 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 clearly
contradicts state and national programs to conserve energy. The
energy used in transporting this material to Florida represents a
waste that 1s 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 of
combatting the sky-rocketing construction cost that has plagued the
transportation industry in recent years.

6. While the Florida D.0.T. and the highway industry believe
the FHWA directive prohibiting the use of "local" aggregates on
federal-aild projects is arbitrary and premature, they both are equally
concerned about the FHWA opinion that Florlda aggregates cannot be
used on 100 percent state-financed projects.

Florida, its elected representatives and appointed D.O.T.
officlials are well aware of the need for safe, modern highways.
Certainly, it appears presumptious for 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 of dissatisfaction with
"state-federal”" relationships.



Page three
Mr, Jeffrey Eves
Ref: FHWA

In summary, the Highway Associations identified on the bottom page
of this letter respectfully request that the Hederal Highway Administra-
tion reconsider its earlier decision and permit the use of WC-4 on all
federally-funded projects in Florida. We also strongly recommend that

the Florida D.0.T. continue research on the use of other Florida carbon-
ate aggregates. Waiting to hear from you reference March 23rd or 24th.

Ve ruly yours,
100%,_/

J‘?{n W. Lloyd
JWL/Vv1]

Aggregates Association of Florida

Asphalt Contractors Association of Florida, Inc.
Associated General Contractors (AGC) (Florida Council)
Engineering Contractors Assoclation of South Florida, Inc.
Florida Limerock Institute

Florida Transportation Builders' Association, Inc.





