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METRO-RAIL FUNDING

I. Needs

Cost overruns for construction of the Metro-rail system
totalling $1.477 billion have brought the estimated cost
for the completion of the system from $2.977 billion to
$4.454 billion.

Unless these additional funds are provided, the system
would be reduced from its original proposal of 98 miles
and 86 stations to 47.7 miles and 48 stations (see
attached map). The mileage and stations of the reduced
system are dictated by the fact of construction completed
and underway and that will follow design work that is
substantially done.

Service to Fairfax County, Fairfax City and Falls Church
would be entirely eliminated, and service to Alexandria

and Arlington curtailed. In Maryland, only one of four
lines into Prince George's County would be built and the
two lines into Montgomery County would be sharply cut back.
Two lines within the District serving the Shaw and Columbia
Heights area and Anacostia would be eliminated, adversely
affecting these areas and the federal employment center at
Suitland.

In addition, to seriously reduced effectiveness, the region
would be left with unusable construction projects, sub-
stantially underway, in the amount of $140.7 million and -~ .
unusable design projects.in the amount of $22.7 million:==:
(about $470 million of construction), all of which will

be lost effort.

The following other problems would also occur with a cut-
back system: o

1) Revenue loss--The 38 stations eliminated by a
reduction in the system are estimated by 1990 to
have a daily usage of 600,000 patrons. 380,000
could be expected to continue to use transit, mainly
metrobus, requiring an increased bus fleet of 980
buses. 220,000 people would be lost to mass transit,
representing a 26% reduction in ridership and a

35% reduction in revenue.

o

2) Clean Air--300 lane miles of highway, at a cost
of $4.5 billicon, would have to be built, and an
additional 150,000 daily auto trips would occur
with a truncated systemn.
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3) Political--Local jurisdictions indicate that

should no additional federal funding become available,
they would find it politically impossible to follow
through on supplying their matching funds for the
remaining revenue bond sales. Also the unbalanced
system would be inequitable to the taxpayers supporting
its cost,

4) Legal--Failure to complete the system as planned
would lead to litigation generated by local jurisdic-
tions, putting both a serious financial and structural
strain on the Compact.

Revision of Federal/Local Cost-sharing

We propose that the Federal/local cost-sharing arrangement
be increased to 80 percent federal-20 local, effective

July, 1973, the date this pending formula was initiated

as a national policy. Such action would involve an increase
in the federal percentage of net project costs from 67
percent to 76 percent.

Assuming 80-20 cost-sharing beginning with Fiscal 1974,

the amount already committed by the local governments in

the amount of approximately $721 million would be sufficient
to match a federal share of $2.157 billion, an additional
$716 million over the $1.441 billion already authorized.

This relationship would serve to increase the project funding
level to $3.778 billion.

Since $4.454 billion is required to. complete_the .system, .
an additional.$676 million .would:be necessary;,:requiring:=o
further local payments totalling $135 million, an increase
over the currently agreed on local contribution of $721
million, and a federal increase from $716 million to

$1.257 billion, bringing .total federal participation from
the current $1.441 billion to $2.698 billion. At the same
time, the local governmeént funding level should increase
from $721 million to $856 million.

qo

Method of Financing

Metro officials have suggested that the broadened federal
share be provided through an increase” in the amount supported
by bonds. Under this concept, the federal government would
authorize WMATA to sell 40-year bonds in the amount of

$1.257 billion with debt service paid by the federal
government. This method would provide WMATA with

flexibility in obtaining funds and would have minimal

impact on federal outlays. The average annual budgeted
federal outlay would amount to $88 million for principal
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and interest. However, the tax recapture of at least
25 percent would result in a net increase of $74 million.

See attached Table I for further information on revised
funding requirements.
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TABLE 1 November 21V, 197“

Additional Federal and Local Funding Required
to Finance Recosted System Under
Proposced 80-20 Formula Effcctive July 1, 1973
(in millions)

Cost recomputation increases total system cost from $2,977%

fo SU,AChF+

Funded through FY 1973 (2/3-1/3 formula):

Federal Grants Local Grants Pevenue Bonds Total

$725 . $363 $445 $1

Assuming 80-20 formula (FY 1974 and thereafter):
(based upon current local commitinent)

local commitments:

L)

2/3- l/J Formula  80-20 Formula Increase

$] L‘l”c.v.. ] $2’]S:7:'::':~.': ] $7|6

,533

FY 1974 260 65 , 375 700
FY 1875 376 94 80 550
FY 1976 L56 114 . - 570

- FY 1977 256 64 -- 320
FY 1978 84 2] -- _105
Total 2,157%%% 721 900 3,778
Comparison of existing and'proposed Fecderal Crants hasqg;pn currept

Additional Federal and local funding hqggssafy,to finance recosted

system = Sh, 45k

Cost recomputation b Lok
Total funds available from '
ltem 3 above 3,778
Additional funds required , - 676
Local share 20% 135
Federal share 80% 541

Total additional Federal and local funding requl red:

Federal support ($716+$541)~~-=mmmmmmmmmcron e V1,257
Local support=--—--=---semmmocr e - mmmmemmo e 135

*$2,980M system excluding $3M District of Columbia contribution

for mid-city route.

**Does not include facilities for the handlcappcd of $65M or add-ons.

Nk

*Includes equivalent of $294M in revenue

of $11.3M which are separately funded.

25% Federal interest subsidy.

bonds to be supported by




Lynn memo (4/16/75) re: METRO Construction
and Financing
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d the Administration's vositicn be wi tn reovect

What shoul e
tc further financing of the Washington arsa RE"RO rall
system? ' ' :

ackground

Current METRO constructicn stems from a substan tial hlsbory
of executive and congrassicnal legislative support for a.
regional rapid-rail system. Dassd on earlier

Concraca anthnrized a evetem Af I8 milea in i

Washington Metropolitan Area Transit Avthority {WxA?A) nad
been creatsd as an interstate conpact agency to plan.and - -
carry cut the transit program. To obtain creater part1c1-Af

pation from local jurisdicticns and improve area-wide- :

transportation, a $8-mile system was proposed late in the‘f

Johnson Administration. The legislation was resubmitted,
with some technical changes, as & Presidential program

proposal early in the Nixon Zdministration. The Congress -

enacted the National Capital Transportation Act of 1969
authorizing the 28-mile systen™on December 9, 1969,at a =~
system cost of $2.5B.° -  v"*7g e

Events in 1270 ard 1971 SUhH as greater than ant1¢1pated
inflation in construction costs, congressional funding

delays, and the weak state of the market for the Authority' s_:

bonds led tc a gap in the 1569 financial plan. The .=~
2dministration strongly supported legislation to provlde
a Federal quarantee for taxable honds with a 25% inte rest
subsidy to generate the additional necessary financing
enacted July 13, 1972. B i o




[

AL edaral cn an 88%-20% hasis
0 facili el (52 Federal
sha iocal i2d for constiruction
ot intere hz Smithsonian and
Arli metery.
Two receni analyses performad for WHMATA materially altex
this financial scheme:
Bond Repayvment Problem
Dabt ssxvice on the $1.2B of bonds was to ks liguidated by
farebhox revenues from the rail svstem. To date. $9%97M of
the bonds have been issued with a Taderal guarantes, with a
pledge from the local governments that they would take "what-
ever acticon is necessary" to pay any vprincipzal and interest
costs not met through the farebox.
Recent analvsis 1nu1cates that because of higher than antici-
pated costs of rail system cperatoons, ¥nant1c1pate& bus -
deficits, and the current level fare policy, the bond ¢ Dllga-
tions cannot be fully covered by the farebox revenues.
Localitiess are now faced with the need
Gnanticioated annuil ConEriBULLioRS Toid .88 ragui
through ithe vear 2015 to resvav the kor is D wact,
combinad with doubt whether 98 miles will be built, malkas
issuance of the remaining bonds ($200M) osen to guesiion.
Construction Cost Eccalation
The existing financial plan was based on a cost estimate of
about $3.0B. Constructicn has been delayved by factors such
as Hurricane Agnes, concfcssiona1 funding delavs, strikes of
variocusl co struc+1or crafts, and environmental impact suits.
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- ction of METRO began in the core arza of the Disgtrict
and ° raliated outward. Torty miles ars now under con-
stru n ana an additional 30 wmiles are under final design.
If a ing cormdtment -- exal and local—--toward the
$3.¢C rare met, 76 miles the syst;; could be Dbuils.
Powes TA believes a Federal decisicn not to provide
addi unding cward the N.SB cost estimate woulid
collanine existing Financirg arrangements to the point that
only 47 miles could be DUllt (at a cost cof about $2.4RB)

leccal covernments is based

anc
upo alr Droporulonate share of a 98-mile system, even
thou actugl constructlﬁr to date in Maryiand and Virginia
is 1 riively small, i has co éd grand ,hCQrﬂ o the
Dt T local Quburban iz SE ; thelr areas
Wil ccoive the ©or rvice I pavkb1+ EE
clre: wade. ibev aloO Tear tnat a cruncaced system
wiil oz ational pvoblers and not provice ad equate
reveruzs to reet operating costs.
In ad a

“ition, they are concerned t lccal transit and air
. ton goals will not be met i ss than 98-miles are
built. r“hev further assert that local *lQ"a7 resources i
cannct bear additional burdens, particularly in the face: of
cont~*tlrc bus operation deficjts and the bond problem. s
The position is set forth in more detail in Attachment A.) -
As a rosult, the WMATA anrd——ro_~rsa.t1n; the local.jur1°d¢,~;
tions ~o*chrned---Js seeking £MW*nzstrat10“ support for.
authe-izing legislation which would provide Federal financi
of RC0% of the funds needad to meeh the new $4.5B cost esti-
mate . with the 802 ratroactive to fiscal 1974..

ing
g

o4

Curre st Congressional Situation

Existing WIATA legislation was developed coo“eraulvely be-
twec& the previous Administraticn and WHMATA and transmitt
7 * by the Secretary of DOT, the Disitrict, and WﬁATA.
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; re is n TIATA
7 an incdepender -=if v to for-
stra tlon support. a Wy bill could be
receiv viroat! ard Zrom the Senate
ist mittees o have strong local
LG, partwc larly sir the ction to Ccngress
two former VRIATA Board nembers.

nce no legislation has yet be2n introduced, ceongressional”
S are so far “°LQC VDTV unfocused. The House Budget

ncrement of

a exoenditure;'”

@ asked the

s 1nulcetﬁs that,
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or METRO construcu*on 1 1t prorw

. Pistrict Committee Chairman Diggs

et Cormmittee for the entire $1

e D.C. Comn;ttees would tend to favor th
t least a substanplal Fecerzl contri bL
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£ such a bill on the floor would be much less .
There may be a congressicnal feeling that toog R
2en invested to turn back now. This is the view:,
4 to be exprassed to WMATA congressional liaisom--

On the other hand, it is likelv that there wilill bn

enthusiasm in the Congress as a whole for spending .
such a large awount on transit in the National Capital area
compared to the rescurces available for the rest of the -
nation. There also may be OHpCSltlon by the House Public
Works Committee to the shift of D.C. highway funds to mass
+transit, in th e aLtcrratlve dlfcussed below.
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Interstate Hichway Transfer

A resource that could be used tc provide additional funding
is the "Interstate Transfer" provisicn of the 1973 Highway
Ect. Under this act, localities can substitute transit -
projects--on an 80%- 23% basis--for segments of the Inter-
state Highway System which they cecide not to build. ‘

Maryland, Virginia and the District all have controversial
interstate segments which mey not be built., Current esti-

-
mates of the costs toe complete such segments are:

] -1 A7 O
.20 - -~_L,."z 8

1

Marviond -~ 830480 Vircinia -« 813




otal cost of completion of tnese interstate
e reasona hly close to the shortfalil in METRO's
nt ial plan, the routine timing of the availability
terxr e SUbStlLUulOD funds falls substantially short of
ate at which METRO plans to obligate funds. Undar either
current interstate allocaticn system or the Administra-
s new proposal, METRO would have a substantizl cash .

fall in FY 1876-78. One app;oach to e11@19ate this

Lem would be to have all interstate transfar funds

iately available for obligation (i.e. funds for the cost

e comp‘etlon would be immediately availeble for ckliga-

ion ra_heL than on & pro rata bhasis cver a period of years-
with other interstate funds). GMB has rejected this

nosal because it would substantially reduce Executive -
»nl nAvar a1l futnve tranefare and rqpregqnts a «ionifi-

ol}ed add~on to future Federal transportation

mn(z'v SRR Bl
[ M R
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Special legislation for METRO could be proposed-to. accel- .
erate Federal payments to the District to augment their

_interstate funds, This, in effect, would be borrowed from

their future year interstate all ocatlop . Hus, the ‘lccal
jurisdictions could increase their obligatiens in FY 1977-79
at the expense of anticipated EY 1980-85 allocaticns. Such
increases would have to represent an addition to the Federal
budget as it is not politically feasible to have these
increases absorbed within proposed interstate program levels.
In the long run, these would ke offset by the non-use of

interstate highway construction funds through the 1980's.

The additional costs of METRO construction above amcunts '
assumed in the budget and their relationshinp to anticipated
Federal 1“Lvr=tate payments are displayed be




1/ FY 1976 availability depends upon
District can implement interstate
the size of overall Federal blghway _*rélng.v
Some acceleration may ke needed in FY 19“6,

Financing Alternatives

Alt. #1. The Federal Covernment to pay 80% of the increased .’
costggplus 80% of the costs since July 1, 1973, {The date:

on which the national mass transit program went to 80—~ 70 )
Local officials on November 21 voted unanimously to seek o
this arrangement. It would entail additional Federal con- .
tributicns of $1,257¥ and additional lecal ccqbrlbLtLons of =
$135M, ‘

-

Alt. #1A. To ease the near-term Federal outLag 1mﬁact,f

WMATA has proposed that the federal Covernment. authorize. -

the sale of §1.257¥ in taxable bonds for which the CGovern-—
ment would pay the principali and interest over a 40-year

period. Annual lﬂculaatlng eppropriaticons would be $88M,. . . o
with a $14M tax recapture for a net annual Federal cost of -
$74M. 3 v

Alt. #2. ©No further svpecial Federal financing. Any addi-
tionzl funds would come from a 'combination of lecal funds,

interstatc substitution funds, and perhaps, the UMTA R
nationwids mass transit program late in the decade. -The. " ™ L
current UHMTA funding assumptions do not include any planned

coverage for METRO. This alternative assumes the localities '
would repay existing bond obligaticns, but some contingent :
Federal liability of up to $997n already exists due to the '
Federal guarantee. ' e

Alt. #3. Reliance on Interstate Funds with accelerated pav-
ments. ”Lpding would come FIOW money available through
ate transfer. Legislaticn, in the form of an amend-
Maticnal Canitnl Trornesorteaticon Ack, would ke
PERAT Jf‘n' ey
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SCCn TO nIroNMrLOe CT = &TIIEN.




thiree

IR
H

I'h

o
6 £ bh W

m oo e
chid

, pwgnwav sups AL ! Gzoisions are made-

ofu~
[ i

vitan suostantially ricted, in two to -
’fe':l = 8

(A tables shcwing cos s of the alternatives is Attachménéf?l). ‘
Pros and Cons | g
Alt. =1, (8C¢% Federal share of naw total cost,'refroaCti;é:

to FY 1974) R

S

- Provides relief for overburdened local fiscal =

ragourcas. Local funds already committed would ”*"f?i"lék
match additional Pederal contrikbuticns.  Alsco “ S

)

reoguires added local resources.

-~ Carries -out existing Federal comnltment 5Keepsflf_§ e
faith with citizens of the regicn.” Jiéu' : SRR ;

- Makes formula consistent with naticnal tranSLt
formula; o '

tlves.,

Con

de ral resources—-—

- Reguires highest level of added Fe
l.“B over next 2-4 vzzrz. Difficult burden fo*
T:‘ec‘araT budget to sustain.

- No lcgical reascn for retroactive Shlft, pa*tic-J’
ularly in light of other benefits (e.g., bond
guarantee) given to METRO not in natlonal program. ;




-

- k11 advantages of Alt, =1.

- Lessens savere outl impact on Tederal budget
in near term.

Con

- Adds interxest costs to principal used for con-
struction, raising total additional costs over
40 vears tc $2.9B.

-~ Sets bad precedent for Federal bonds for indi-
vidual projects.

#2, o additional svecial Federal funding)

~ Reeps special Federal funding at lowest level.

53

- Provides incentive for localities to use Inter-
state highway cran%:er prov151ons cf 1873
Highway -Act to pay fo a

posswble.
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- Allows completlon of significant Dortlon of
system if existing locak comnitments are kept

depending on local highway substitution &ecisions.: 

Con

- Would be perceived as reneging by Federal Govern—

rent which local officials regard as ccmmitted

legally and morally to complete a 08—m11e systam}.”

Local governments cormmitted to share caoital
nsts and guarantee bond repavment based on
referendum was regulred, heavily favored
i=suing bchao on vremisz of fZull systen.

f-mile svstem. Voters in Virginia, where bond
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Pro ; : R ﬁ;?‘- S

~ Provides significant Federal suppo*t con51stent
with overall bhudget ccnstraints. Requires
additional lccal funding above that alregdy
planned.

£

- Federal support provides streong incentive to local |
officials to meet existing commitments for coverage
of revenue Londs. A ' '

- Allcows existing statutory arrangement to rvn its - - G
course as contemplated a2t outset of program. - co
(2/3 - 1/3 basis) S

- Presents a cr ed1tab1e posture to the Congress.

£

- complete system which would 51gn1flcant1y
meet transit objectives®of area with appronrlate,
mix of highways and,tran51t.:q

Con

- Fails to meet local cbjectives of full Federal
commitment by direct app¢opr1atlon with' retro—fﬁ*%
active formula chan - o s

- Sufficient Iundlng for cowpletlcn of 98—mllc
system requires local agreement on highway
decisions which may be difficult to achieve.

- Represents "new Federal srending™ in 7?—79.~

- Peguires special legigiation.
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In contrast, however, the Federal involvemant during the
inception and development oF METRO, the Federal stake in
some kind of successful outcome, plus the good faith efforts.
of the lccal jurisdictions makb it undesirzble to take a
position that no further Federal assistan should be forth-
coming. Such a 9051t10n would probably not be agreeable to
the Congress.
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Taking all factors into account, a constructive Tesponse to
the WMATA Droposal is recommnpdnd--Alt. #3., Full local use
of interstate transfer funds and their accelerated avail-
ability should make p0531ble comnletion of the system. It =
would pro"wde the maxzimum incentive to local Orricials to
rrake good their bond guarantees, reducing possiblie Federal
liability for almost $1B in already issued bonds. This pro-
posal would offer a solid alternative to area officials and,
if agreed to, prevent a separate appeal to the Congress.
Secretary Coleman has been briefed on the details of this ..
memorandum. He :strongly supports the effort to meet the
METRO construction schedule and agrees that among the
financing alternatives availablg, the use of the interstate
transfer provision is the best means of meeting increased
METRO construction costs while minimizing the total impact
on Federal expenditures. His other views with respect to
METRO issues are scet forth in attachment C. ‘

In summaryv, Alt. #3--while subject to some uncertainties--
appears to be the most desirable course at this time.

Decision |
/7 Alt. %1 / 7/ Alt. £1A / /7 Alt. #2

/ P v / S YU - e -~
/ ,/ AT O / / Other (fes ‘-:)
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WMATA staff has done some preliminary analysis of the transpor-
tation effects of building only 76 miles with the authorized .
$3.03 because of a shertfall in funding. This analysis indicates
that 270 more buses ($2C0M capital cost, $18M annual operating ccst)’
would be required. 'In addition, WHMATA argues that further
extensive but undetermined rocad construction would be required
tc meet 1990 traffic demands. Also, the failure to divert auto
passengers to mass transit would have a negative effect on.air
guality and environmental goals, a national priority. The most - -
troublesome effect would be that if system construction shrinks -
below 76 miles, it becomes more of a District of Columbia system -
with lesser rail mileage for the subkurbs which have Llnan01ally
cemmitted themselves to the system. It alse eliminates the .
important Mid- City Line, which in D.C. ocfficial's eves 15 v1ta

tc sexving low 1ncome Dlstrlct resiucﬁts.

In the view of local officials, much of the cost overrun has:
been caused by national inflation which is beyond their control. -
- They view it as unthinkable that the Federal Governmen t&mould
back away because of the added cost, given the fact that:
nunerous Federal projects are initially underestimated in
but subsecuently completed. They note that the Interstate:i-.
system was originally estimated ip 1956 to cost. less than $30B
while the Federal Government has bi-annually increased the-
estimated cost to-$76.3B, (as of 1972) rather than eliminate -
mileage in the system. ‘ g

They also believe their fiscal resources are strained to the -
utmost, particularly in view of the mounting bus operating.
cdeficits--projected to reach $52M in 1676--and the unanticipabed‘
necesHlty to subsidize rail system operations to pay off part of
$2.9B in bond costs. ,




R to the Federal interest, he noted the sicnificant

Toderal impact on the area econcrmy--employing 323 £ the work~ I
forca, generat:ng 40% of the area’'s toial wacg 1 occu;ying -
zbout 30% of available office space. The loa*~ was that in . :
other localities, sectors of the lccal econory eguivalent to

the Pederal Cowernment s local rcle in Washington would-

contribute tax resources necessary to build a rapid-transit- -

system. hence, the proposed TFe éeral contribution would pro-

vide compensatory recognition of the lack of comparable local

tax resources. Hughes also stated that as the region's ﬁajor'
enployer, the Federal Government would benefit by improved”
p:oﬁ ictivity from the estimated 40% of its employees co%mkulng

to their place of employment.  Finally, he noted the responsi-

ility of the Covernment for the qua7¢¥v of life in the Natlonal
Capi+tal area for those who work, live, and Vlolt here.u‘»' .

Tn licht or these factors and firmiy believing that the Lpd::al R
Governrent has a commitment to fulfill in acﬁ1ev1ng‘the 98-mile
svsten, WMATA and the local governments are pressing v1gorously

for the fullest Federal financial comrltmeqb.,,wv.,v ST s
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~ time when the Administration is attempting to.cut back fuel
'areas ~of the District, such a pOSlthn would not be tenable.' !L
' MPTRO constructicn costs, the Department believes that the. _ '; 1 %

" managing the

 ?’leg1slat1on.

hlghway dlstrlbu“ﬁ

Rdditional Views of Secretary Coleman:

The Administration's decision on the financing issue shonldw
not force either a slowdown in the pace of METRO construc—
tion or cutbacks in the mlleage of the final system.. At a-

consumptlon, when construction delays ‘mean substantlally
increased costs, and when cutbacks in the METRO’ system"-
would greatly reduce service to low and moderate income .

Whlle the Department concurs that the 1nterstate transfer'fr'?
O*ov151on is the best available means of meeting increased

mechanism recommended in the proposed OMB memorandum-is
not the most effective way Lo implement the interstate trans~‘
fer concept. . The Department’s reccmmended approach for... .

e:interstate transfer provision throughout the"”
Nation as well as in D.C., would provide for control of the’;
rate: at which: ‘funds are obllgated without the need for new.
Furthérmore, the DOT recommendatlon would

transit program




OFFICE OF THE VICE PRESIDENT

WASHINGTON, D.C.

April 22, 1975

TO: Ann Whitman

FROM: Roger Hooker

This is by-way of briefing
for 3:00 pm meeting, Wednesday,

April 23.



MEMORANDUM

OFFICE OF THE VICE PRESIDENT

WASHINGTON

April 22, 1975

MEMORANDUM FOR THE VICE PRESIDENT

FROM: Roger W. Hooker, Jr. M

SUBJECT: Washington Metro Financing

Senators Beall and Mathias, together
with Congressman Gilbert Gude (R. Md.), have
asked to meet with you and Jim Cannon to
discuss Washington Metro financing.

BACKGROUND:

- Washington Metro has been financed by special
federal legislation outside the normal
Federal Mass Transit programs.

- Original anticipated cost of 98 mile system -
$3 billion - from a combination of construction
grants ($1.8 billion: 2/3 Federal, 1/3 local)
and Federal guaranteed revenue bonds ($1.2 billion).
- Due to inflation, design change, delays,
there is a $1.5 billion shortfall.

ISSUE: How to finance $1.5 billion shortfall?
- Metro wishes $1.3 billion in new federal grants

to be matched from local sources on an 80/20
basis.

- Money could be raised from use of "interstate

transfer" provision of the 1973 Highway Act
which permits State/local governments, with

DOT approval, to transfer allocated Federal
Interstate highway funds on an 80/20 matched
basis to locally preferred mass transit projects.
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- D.C. and surrounding areas have $1.5 billion in
highway funds that could be used.

OMB PLAN :

It is understood that OMB has recommended to
the President that the "interstate transfer" provision
be used. However, OMB has also asked that the funding
pace be governed by the slow highway allocation
provisions which would only provide some $100 million

a year.
DOT PLAN:

The Department of Transportation recommends funding
out of the Urban Mass Transit Act which would leave
Metro financing up to the discretion of the Secretary
within the context of overall national transit needs.

SUMMARY :

- Under the DOT approach there presumably would be
no slow-down in construction as there would be
under the OMB approach. The Maryland group will
undoubtedly urge the DOT approach.

- This issue is currently before the President.
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- April 22, 1975

TO: Jim Cannon

FROM: Roger Hooker

This is by-way of briefing
for 3:00 p.m. meeting, Wednesday,

April 23.



MEMORANDUM

OFFICE OF THE VICE PRESIDENT

WASHINGTON

April 22, 1975

MEMORANDUM FOR THE VICE PRESIDE

NT
FROM: Roger W. Hooker, Jr. M
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Senators Beall and Mathias, together
with Congressman Gilbert Gude (R. Md.), have
asked to meet with you and Jim Cannon to
discuss Washington Metro financing.

BACKGROUND:

- Washington Metro has been financed by special
federal legislation outside the normal
Federal Mass Transit programs.

- Original anticipated cost of 98 mile system -
$3 billion - from a combination of construction
grants ($1.8 billion: 2/3 Federal, 1/3 local)
and Federal guaranteed revenue bonds ($1.2 billion).

- Due to inflation, design change, delays,
there is a $1.5 billion shortfall.

ISSUE: How to finance $1.5 billion shortfall?

- Metro wishes $1.3 billion in new federal grants
to be matched from local sources on an 80/20
basis.

- Money could be raised from use of "interstate
transfer" provision of the 1973 Highway Act
which permits State/local governments, with
DOT approval, to transfer allocated Federal
Interstate highway funds on an 80/20 matched
basis to locally preferred mass transit projects.
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- D.C. and surrounding areas have $1.5 bllllon 1n
highway funds that could be used.

OMB PLAN:

It is understood that OMB has recommended to
the President that the "interstate transfer"™ provision
be used. However, OMB has also asked that the funding
pace be governed by the slow highway allocation
provisions which would only provide some $100 million

a year.
DOT PLAN:

The Department of Transportation recommends funding ,
out of the Urban Mass Transit Act which would leave
Metro financing up to the discretion of the Secretary
within the context of overall national transit needs.

SUMMARY :

- Under the DOT approach there presumably would be
no slow-down in construction as there would be
under the OMB approach. The Maryland group will
undoubtedly urge the DOT approach.

-~ This issue is curfently before the President.





