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~ \\ \JJ THE WHITE HOUSE 

W A SHINGTON 

May 27, 1975 

MEMORANDu;'1 FOR 

FROM : 

SUBJ-ECT 

MIKE DUVA~/ 

JIM CANNOr~ 

Delays ( j 
....._; 

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 o£ 
the deputies must be notified by the date and time 
a paper for th~Presiden-t is due if the deadline 
cannot be kept. 

cc: Dick Dunham 
Jim Cavanaugh 
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ACTIO.:\ \lE\JOR:\l\DC;\1 . ' WA S JII .'\G TON LOG NO.: 

Date: May 21, 1975 Time: 

FOR li.CTION: 
PyYBuchen 
~m Cannon 
Jack Marsh 

cc (for information): 

Robert T. Hartmann 
Max Friedersdor£ 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, May 23, 1975 

SUBJECT: 

Time: noon 

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

ACTION REQUESTED: 

--For Necessary Action ~For Your Recommendations 

-- Prepare Agenda and Brie£ __ Draft Reply 

_x_ For Your Comm.ents __ Draft Remarks 

REMARKS: 

... . ·~· .. ' ~ } 

PLEASE ATl'ii.CH THIS COPY TO MATERIAL SUBMITTED. 

"ORo 
<~;-• ( 

~· 
~ 

> 
't> .... , , _ _____,-

If you hc1vc any qucs~ion::; or i£ y o u anticipate a 
cl..:b~r in s ubr<i.it:in<] tit::: !"2quircd ntalcrial, please 
tolclihonc li•~ StoH Sccrdary immediately. 

J erry !!. ,1ct t!J 5 
Slut'f S0 t: rut.:ll'Y 
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OFFICE OF MANAGEMENT AND BUDGET \;:~~~~s::: 
WASHINGTON, D.C. 20503 ACTION 

t<iEt,10RANDUt,1 FOR: 

FRGr·1 : 

SUBJECT: 

M.f}Y ? 1 1975 

THE P RL~IDENT 
/.f 

// 
JA ~·~E "1/\~ 1 LY ~'~ ' I'( 9 · ! • 11i 'i( ,-, .! (" ~ 0 .... 1 \ T-t ;:;..L c..,.!....l.•.- .....!.1 ..... -. 

Hi ghway Legislation 

- r ,----:n 

Ev ents of the past few months have raised substantial questions about the Admin i strati on ' s 1976 hi ghway funding l evels and longer term legislation. Decisions are needed concern ing our 1976 funding strategy and unresolved 
issues in the high\·iay legislation . The attached memo provides background on the current status of the highv;ay program and a further discussion of 
each issue. 

Iss ue #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 Admi nistration's proposed $5.2 billion 
program , would be quic kly 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 r esu lt in a program of between $7.5 and $8.5 billion 
bas ed on estimates of how quickly funds could be obligated. 

DOT/Domestic Council/OMS recommend that the Administration negotiate 
with key congress ion al committees a revised 1976 funding level 
(around $6 .7 billion) controlled by a legi s lative limitation on 
1976 obli gations and tied to specific congressional actions on 
high1·1ay l egislJt ion. 

Decision 
/~ORo', 

r· (_ ~· <,.. 
' • ~ c 

I...., ~ 
<C 
a;. Negotiate a revised, controlled 1976 fu nd i ng level 

Submit a deferra 1 in 1976 \'lith $5 .2 billi on program __ _ 

H·i gh1·1ay Legis 1 at ion 

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

In li ght of the $6.6 billion 1975 highway program, congressional antic i­pation of a $7+ billion program in 1976, and recent annual contract 
authorizati ons of $6 . 5 billion, Congress and interest groups have strongly indicated that the proposed $5.5 billion 1977 program is unacceptable. 



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

Permit state preemp tion of H 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 fuhds would be extremely 
difficult. 

L 

Decision 

~-;0i?:1'>. 
I ... '"}.. '-"" . 

NaJ funding, independent of Interstate process ____ _ 
Fund mass transit within present Interstate process Issue #4: Should DOT be legislat~vely required to delegate all project 

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

i~ 
-~ i -

DOT wants to be able to delegate complete environmental responsibilities 
to a State and still retain approval authority in other areas which would 
provide maximum Federal discretion. 
CEQ believes that environmental responsibilities should be delegated only 
if all other decision making responsibilities are delegated. They feel 
the DOT proposal vJOuld lead to unnecessat~y litigation and confusion. Gr·18 
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 -----------
I 
I 
I . 
I 

I 
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MEMORANDU1'•l FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE DF THE PRES!DENT 
OFFICE OF :-...~ANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

MAY Z l 1975 

THE PRES FlEf'iT 

JA"'lES j/L"{~·l~·~' ro::::c-- "'d) J- ~~es T. T~·: r:..-: J' ~ -...:! I i \. t..J -t_-.- ~ .J '-- - -· .. I : 
Highway Legislation 

ACTION 

Several events having a significant i~pact on the highway program have occurred since you approved the basic concepts of the proposed new Federal-Aid Highway legislation in January. 
In February, you ordered the release of an additional $2 billion of Federal-Aid Highway funds to stimulate employment. 

In April, the Senate overturned the deferral of the remaining $9.1 billion of Federal-Aid Highway funds, forcing the release of these funds in 1975. 
In the past few months, we have lost several additional appellate cases on th~ highway deferra l issue as well as a Supreme Court case on a related issue. 

The Secretary of Transportation has co:;,pleted his t·eview of the proposed legislation and has submitted a bill for final clea;ance before submission to the Congress. Decisions need to be made on our strategy for funding 1976 and on the three remainin ·~ open issues in the proposed n2v1 legislation. 

One of the major objectives of the proposed highway legislation is to achieve reasonable long-term funding levels that ar~ consistent with our fiscal objectives and progi'am priorities. The .i\dm inistration's posture on 1976 funding will be a key ingredient in negotiations with the Congress on the longer terr.1 levels. Table 1 sun;rqarizes the Administration's originally proposed fu n ~ing along \lith subseq uent changes and future options. 

L 
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J:'ederal-Ni.d llighwu.y 
Progr<li t1 Level 

Federal-hid Program 
(Jan Est.) 

1975 

Highwu.y Assistu.nce 4.6 
State Revenue Pre­

emption 

Total 4 . 6 

Admin. Feb. Release 2.0 

Current Admin. Prop. 

1976--Est. Negotiated 
Limitation (Issue fl) 
(DOT/Dom. Council/0~·1B) 

1977 State Preemption 
Shift (Issue #2) (DOT/ 
Dom. Council/01-iB) 

6.6 

Est. Negotiated Outcome 
{DOT/Dom. Council/OI,1B ) 6. 6 

($ in billions) 

197 G 1977 

5.2 5.5 

5.2 5.5 

5.2 5.5 

+1.5 

+1. 0 

6.7 6.5 

Tub1e 1 

1978 19'/9 1980 

5.7 5.8 5.9 

1.0 1.0 1.0 

6.7 6.8 6.9 

6.7 6.8 6.9 

6.7 6.8 6.9 
Mass Transit Author­
ization (Issue #3) 
(DOT/Dom. Council) ,-:::____ + $1 . 0- $ 3 . 0 - ·--·- ------- ·. ) 

Est. Unconstrained Congres-
sional Program 6.8 7.5 8.0 8.5 9.0 

Impact of Changes on Deficit 

Release of $2B in February 
Negotiated lirnitu.tion on obligation (Issue 1) Congressional Program (in addition to above) 1977 St~te Preemption Shift (Issue 2) 
Mass Transit Substitution (Issue 3) 

197 6 

+l. 0 
+0.2 
+0.2 

f OR?· 
<'.,...\ ,_' u ;.. 
~ 

'to 

9.0 

1977 

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

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

3 

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 OMB legal staff believe that the courts would 
probably order the release of all highway funds in 1976. Given the 
availability of over $9 billion in previously authorized highway funds 
and the small chance of sustaining a deferral before the courts or in the 
Congress , other mechanisms to control funding levels in 1976 and beyond 
must be explored. 

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

Additionally there are difficulties with the distribution of these funds. 
Presently availab le authorizations are legislatively distributed among 
the States. Some 11 fast spending 11 States will exhaust their authorizations 
early in 1976 or the transition quarter if the Administration's proposal 
to shift availability dates is adopted. They vJill therefore be unab.le 
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 Stat~s to enable them to make the transition 
from the o 1 d hi ghv:ay programs into the ne1·1 program. 

DOT and OMB are seeking your approva l to attempt to negotiate with the 
key congressional committees a revised 1976 funding level which \·Jould 
be tied to a congressional limitation on annua l oblig3tions (in the 
DOT Appropriations Act) and agreements on key provisions of the 
proposed highway legislation. 

Such an agreement would: 

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

- Undoubtedly require the Adm nistration to agree to 
a program level of roughly 6.7 billion in 1976, 
about $1.5 billion in excess of the 1976 budget 
level (1976 outlays of about $0.28) and provision of 
speci a 1 authori za ti ons in "problem" States. 

. 
' 



~ 

.. 

Assist the Administration in negotiating key prov1s1ons 
of the high1·1ay legislation by offering to compromise on 
1976 funding in excha nge for reasonable authorization 
levels. 

4 

Unless the Admin istration is prepared to negotiate on 1976 funding, it 
will be very difficult to enter into a meaningful dial ague with the 
Congress on highway issues. Given the overall collapse of our 
current deferral strategy we have little to lose from efforts to 
reach a funding compro~ise. 

Decision 

Attempt to negotiate an acceptable revised 1976 funding level 1-y 
(Supported by DOT, Domestic Council and OMB) --

Stick with current 1976 funding 1 eve 1 ( $5.28) I I 

See me for further discussions I I 

Outline of Highway Legislation 

The proposed legislation conforms closely with earlier policy decisions reached among DOT, the Domestic Council, and or"B with your concurrence 
(TAB A). 

The legislation would reaffirm the Federal commitment to the completion 
of the Interstate Highl':ay 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 resou rces 
on segme nts necessary for intercity connectivity, the prime Federal 
interest. 

--Modestly i ncreasing authorizations in 1978-1980 ($150 million annually 
above current levels). 

The propos al would substantially lessen the Federal involvement in the 

L 

non-interstate highway system, which should be primarily a state and .-\~•~ local resp onsibility, by: (-
,Q 

--Consolidat ing 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. ./ 

J 
:t• 

-11 
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5 
--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 local use. 
--Funding the non-interstate highway program from the general fund, thus forcing non-interstate highway programs to compete more directly for resources with other Federal programs, and concurrently shifting 2¢ ($2 billion annually) of Federal gasoline revenues into the General Fund. 

Open Issues 

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

Timing of State Gas Tax Preemption 
Issue #2: Should States be 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 l97Z 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 billion, the 1975 program of $6.6 billion, and the anticipated 1976 progran1 level of around $7.0 billion. (Table 1 shows long term funding proposals). 
--Focus additional attention on the positive aspects of our preemption proposals which have been largely ignored by congressional and interest group critics of the Administration 1 S proposal because of the distant 11 1978 11 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 pt~eempti on authority waul d increase the cost of 
the Administration's proposal for fiscal year 1977 by about $1 billion. 
Other financing changes~ agreed to by DOT /Oi!;B have reduced the cost 
of the orig~nal proposal by $150 mill ion annually in 1978-1980. 

Decision 

Permit state preemption of 1¢ gas tax in 1977 
(Supported by DOT, Dollies tic Council and Oi·iB) 

Keep 1978 as initial state preemption date 

Funding for Mass Transit Substitution 

I I 

I I 

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 comp lete the Interstate System (i ncluding 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 Ui~ban t·1ass 
Transportation Administration (W·1T.I\) in addition to and independent of 
the Interstate High\':ay 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 lin1itation 
on the rate of obligation of these funds similar to present congressional 
restrictions on UMTA obligations. 

The DOT proposal would: 

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

--Encoul~age mass transit substitution for lov1 priority highv1ay projects 
by providing earlier availability of funds. 

_ ... _..., 1"-..--~~--~~ 
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7 --Eli minate the need for difficult annual state trade-offs between highway and ~ass 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 Administration's proposed highway and mass transit programs during the next five years. 

--Provide special treatment for large mass transit projects, which OMB believes can be timed to reflect availability of funds, while forcing large urban highway projects to be staged to match the levels of Interstate apportionments. 
DOT strongly endorses new funding provisions independent of the Interstate apportionment process because it will permit faster construction of transit projects, encourage transit substitutions, and partially alleviate pressure to increase mass transit program funding. 

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

New funding, independent of Interstate apportionment process I I (Supported by DOT and Domestic Council) 
Fund mass transit substitutions within present Interstate process If (Supported by Gr·iB) 

-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 Environme ntal Impact Statement (EIS) responsibilities are delegated? Discussion: A key thrust of the new highway legislation is the delegati on of additional authority to the States for the non-interstate hi ghv;ay 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 ~tlhich 
they hav~ 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 \!~ants to retain the flexibility of exercising reviev/ 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 
\1/ould encourage maxi~um delegation of all responsibilities to the States 
while preserving the Federal option to intervene if all is not going well. 
It waul d a 1 so permit Federal hi ghivay funds to be used by DOT as a 1 ever 
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: lead to massive amounts of litigation over who 
actually retained project control for specific projects; create general 
public confusion about Federal environmental responsibilities; cause 
unnecessary, duplicative impact statements; and provide a bad precedent 
for inappropriate delegation in other areas . 

OMB questions the wisdom of having the environmental delegation issue 
controlling all other Federal delegation. We are, however, sympathetic 
to CEQ concerns about excessive litigation and confusion \vith the DOT 
proposal. Overall we favor the CEQ approach because it would force 
new delegation to the States by 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 /~ 
(Supported by DOT) -

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

1: 
Attachments 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WA SH INGTON, D .C. 2.0503 INFOIUvlATION 

~ T• f•i 2' ~~ 1:1-.t 5 '=-• .'-1. I ·- -~ 

MENORANDUM FOR THE PRESIDENT 

THROUGH: Roy L. Ash 

FRON: Walter D. Scott /s/ ·~r ....... 1 ·'~ "':') ...,...., 
,t,..~..L v · ..... L D. Sc ot t 

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 progrill~s, agreement has been reached on 
the major provisions of these proposals. DOT is currently 
drafting the necessary legislation. Key aspects of these 
proposals will be highlighted in your Budget Message. In 
addition, we recommend that the legislation be transmitted 
with a short, written Presidential Transportation Message 
within three weeks. 

The aviation and hi~hway proposals were developed with the 
obj e ctives of: 

--Increasing the efficiency and effectiveness of these 
programs by focusing Federal financing and oversight 
on national transportation system requirements Ylhile 
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. 

'I'h9 aviution legisl=t t ion itill provide contr2.ct au·thori ty to 
fund the l\irport-GrantProgram a ·t $350 million p 2 r year and 
to extend authorizations for the FAA Airway Facilities Program 
at $250 million per year through 1978. Und e r this proposal, 
most airport grant funding will be shifted from inctividunl 
Federa l project approval to a formula distribution system. 

·,; 
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Federal aviation operating expenses will be funded from the 
aviation trust fund, and user fees will be adjusted by institutiwJ 
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 Hill be allowed to lapse. 1\.ttaclunen'c 
A provides more detail on this proposal. 

The highHay legislation Hill provide $22.7 billion of contract 
authority for the Federal-aid high"~.'lay program for 19 77 through 
1980, and extend the highway trust fund through 1980.· Con­
struction of the interstate system which Hill 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. In 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. Attaclli~ent 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 highHay 
trust fund '1.·7ill 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 revieHed many alternatives for reducing 
or eliminating unobligated balances, and have reluctantly con­
cluded that there is no painless way of dealing with this 
problem. rrhe straightforw·ard approach recommended in these 
proposals essentially calls for 11 \·liping 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 substantially 
increase local direction and management of these major grant 
programs while focusing the Federal involvement on projects 
of national interest. Most states, local bodies, and user 
groups will strongly support these efforts to eliminate un­
necessary Federal involvement in and increase the efficiency 
and effectiveness of these grant programs. 

oJ .-, 
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Aviation Leqislution 

~ ... Key objectives of legislation are to: 

--Reduce Federal involve~ent in local ~irport 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 airHay capital developmen·t at present 
levels. -

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

--Provide for direct for~ula 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 develop~ent of 
passenger and baggage handling facilities (but not terminals 
per sc ) and elimirtate local ~atching requirements. 

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

--Allocate general aviation grants on a formula basis to the states 
with grc:.du2.l shift of proc;ram rnanageuent. and ft::.nding rcs?onsi·­
bili ties to the states. In 1978, the last:. year of this 
transi'c.ion , states v10uld fund the program from precmptec. Federal 
aviation gas tax revenues . 

--Allo\'i $19 t!n in uiiobligat.cd airport grant funds to lapse on 
June 30 , 1975 . 

--Over~ll increJse the ~11nual new obligational authority for the 
airport grant program fro~ the present $325M to $350~ \:hilc 
rc~ucing tl1c Fcderul involvement (and Fc~eral grc:.nl admin­
istrative st~ff) . 

. . . l\ViJ tion [ ce s t:ructure \·;ou lc1 be r:·toC.i [ icd to 1~1orc equ .i tJhly m;:~ ::.ch 
fees \·.1 ilh the burden different users place on the ~;y~;t.c~i:~ by: 
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--Reducing the domestic passen0cr ticket t2x from 8S to 7t 
($110M an~ual reduction ). 

--Raising t~c internationa l enplancDent fee from $3 to $5 
( $30M annual incre&se) . 

2 

--Instituting new ge~cral aviation landing fees of $5 and $10 at airports v1ith FiL'\ traffic control to,:.~ers as proposed in 
the Budget :qestraint l<es sage . ( $8 Ol1 annual increase) . 

... Airway facility autho~izations for Federally o~ned and operated traffic control a~d 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 react i on to the proposals will be mixed , but probably generally positive . 

--Airport operators {includes many cities) will strongly 
support the direct forreula grants . They will push for 
a larger OVerall rrograD. 

--Air carriers will support the domestic 
ane most of the formula grant chang es . 
l arger tax decrease. 

. 

passenger t2x reduction 
They will push for a 

--General aviation interests \·?il l supporJc the general c.viation 

/ 

-airport proposa ls, but will strongly oppose landing f12es. 
/(I;.· fOr.) 

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

--All groups \7ill oppose lapsing of .:;irpoJ.:·t grant ful ·!ds o.nd the . opening of the trust fund for operating expenditures . 

. .. Congressional reaction will prob~bly nlso be mixed . 

--House Publ.:i.c ~7crks c-·.r:d Tran~~portat.ion Commit tee \·:ill bo handling aviation }e~risla.tion for first ti!~1c . l'.Jrf:ici.;:.'atc positive 
reaction to formula grant propos~ls. 

--Scn2.te Co:-:':-:iercc Cor.'..i11it.to2 \·lil.l prol>:<bly rc:;ist additionul 
dclcgu.tion to the st~1tcs and tn::st fund chr:nq2s . 

--·\'!ays ancl :-:c:<ns rcuction on revenue proposal is ur:c:ct·tc-tin. \h.ll be subs tun'd al air carrier prcs[;urc to 1-:-: ovc Jc~g i:;la t jon. 

" ',; 
"-': 

L~J 

/ 
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High~ay Legis lation 

... Key objectives of the legislation are to: 
--Increase the efficiency and effectiveness of high'duy assistance programs by providing additional state flexibility for non-interstate high\·7ay system \·lhi le focusing Federal efforts on the critical national aspects of the Interstate system . 

--Strike a long term balance between user receipts and trust funde~ programs at a level consistent with Administration's long tern funding priorities. 
--Provide a proposal for dealing v1ith the immediate problern of the $11 billion Federa l-aid deferral in a manner consistent with the Administration's fiscal objectives. 

{ ..... 
... Federal-aid highway Interstate assistance, financed from trust fund, would increase significantly through 1980 while Non-Interstate assistance, financed from the general fund, would be held at the 1976 level. 

Program Level (Billions of Dollars) 

1975 1976 1977 1978 1979 1980 -- -- ---- -- -- --TOThL 4.6 5.2 5.4 5.6 S.8 5.9 --r-nterstate (Trust Fund) ( 2. 5) ( 3. 0) ( 3. 2) ( 3 • 4) ( 3 • G) ( 3 . 7 ) Non-Interstate (General 
Fund) ( 2. 1) ( 2. 2) ( 2. 2) ( 2. 2) ( 2. 2) ( 2. 2) 

... State preemp-tion of 1¢ per gallon of the FederaJ. not.or fuel tax would be permitted in 1978. The potential annu~l $1.2 billion in aG.dcd state revenues \VOUld provide a subsi.:antial. infusion of fends for loca.l high·.-1ay constTuction and maintenance p.:::-oblems . 

. . . Interstate funds uould be focused on unfinished SC!~;I : •c:: nts necessary to national i . ~tcrcity connectivity by arrGrtio~ing some of the interstate funCis on the basis of unfinished criticu.l links . 

. . . Four broad progr<tm areas (Intcrr.~o..te, Rur<:. l nlld Sr.1ct1l urbi:tn, Urbanized, CJ.l'.C~ Sc::fcty) \.'Ould replace the p~-c:~_;cnt 1:w.::c of c a t:e~;or icul c;rants. I'unding ~ .. :oJJ. 1t1 be~ pe:rr.1i t.-t:.e:d fn1:t1 ti1csc pros_rrG''' o.re.:ts fo}~ roads not on the Int.er~~t:.-~t:e, Prj1:ury or Sccondu.ry Systems. 

/ 
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•· .. Trust fund receipts would be reduced by the shift of 2¢ per 
gallon of gas tax receipts into the general fund and the 
local 1¢ per gallon preemption of motor fuel taxes. 
Receipts would equal the proposed Interstate System 
program level so that trust fund receipts and expenditures 
would be balanced . 

•.. Deferred funds ~oLld be eliminated by rescinding the $3 . 2 
billion "advi:tnced" year Interstate allocation, requesting 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 st-rongly support provisions providing for 
state motor fuel tax preemption as this will substantially 
increase revenues and local flexibility . 

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

... Congressional Committees will undoubtedly strongly oppose many 
of these provisions, particularly the rescission proposals. 
Subst~ntial negotiations to reach a viable solution to the 
deferral and long term trust funding problems should be 
anticipated. 

/iOr(:,''\ 
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ADMINISTRATIVELY CONFIDENTIAL 

THE WHITE HOUSE 

WASHINGTON 

June 13 I 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 I State legislators own some of the land involved. 

/ ·:-::::;;·- ........ 
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EMBARGOED FOR RELEASE UNTIL 
12:00 P.M. EDT-

July 7, 1975 

Office of the White House Press Secretary 

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

THE WHITE HOUSE ?vf} 
FEDERAL-AID 

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

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

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

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

BACKGROUND 

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

The 42,500-mile Interstate system is nearly completed with 
85% open to traffic ({----· • \OR~ 

<(... ' 

KEY 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 



\, !. 

~ 

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

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

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

FEDERAL HIGHWAY TAXES 

Current 

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

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

REVENUE-FUNDING ESTIMATES 

President's Proposal 

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

Fund 
1¢/gal. - This 1¢ federal gas 

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

No change 

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

REVENUES ($ in billions) 1977 1978 1979 1980 - - -
Highway Trust Fund 3.3 3.4 3.5 3.7 
General Fund 2.0 2 .. 1 2.1 2.2 

more 
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FUNDING LEVELS 1977 1978 1979 1980 -
Interstate System Program 3.25 3.4 3.55 3.7 

(Highway Trust Fund) 

Other Non-Interstate 2.2 2.2 2.2 2.2 
Programs 1/ (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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EMBARGOED FOR RELEASE UNTIL 12 NOON E.D.T. 
MONDAY, July 7, 1975 

July 7, 1975 

Office of the White House Press Secretary 

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

THE WHITE HOUSE :]JJ 
TO THE CONGBESS OF THE UNITED STATES: 

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

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

The Highway Trust Fund which has financed this remarkable 
program is scheduled to expire on October 1, 1977. I am today 
recommending legislation to extend the Trust Fund but limit 
its use to completion and improvement of the Interstate system 
itself. Other highway projects receiving Federal assistance 
would be funded through the general treasury. 

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

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

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

I am also proposing consolidation of Federal highway 
programs under three broadly-based categories, combining some 
thirty narrow grant-in-aid programs now in existence. The 
three prog1•ams will deal, respectively, with urban and suburban 
transportation, rural transportation and highway safety 
improvements. 

The highway program is a classic example of a Federal 
program that has expanded over the years into areas of State 
and local responsibility, distorting the priorities of those 
governments. /;6·1;::>·-... 

. /<:<.' '. 
The legislation I propose will refocus the Federal (;. 

attention on the Interstate System, which is clearly of \·~:~ 
national significance, and provide flexible aid for other ;) 
highway construction in a manner which fully respects State -. .. 
and local decision-making roles. 

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

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

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

THE WHITE HOUSE, 

July 7, 1975. 

GERALD R. FORD 

# # # # # 



FOR IMMEDIATE RELEASE JULY 7, 1975 

OFFICE OF THE l~HITE HOUSE PRESS SECRETARY 

THE WHITE HOUSE 

EXCHANGE OF REMARKS 
BETWEEN THE PRESIDENT 

AND 
ROBERT D. RAY 

GOVERNOR FROM THE STATE OF IOWA 
CHAIRMAN 9 NATIONAL GOVERNORS CONFERENCE .7 

THE ROSE GARDEN 

11:34 A.M. EDT 

THE PRESIDENT: me ank the various Governors 
here -- Governor Ray, Governo ampton, Governor O'Callaghan, 
Governor Bennett and Gover Moore, representing the 
Governors and the Governa~~~~ for coming 
for the signing of th highway 

The high\.ray 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, oneofthe great public works 
projects in the history of the United States. 

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

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

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

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

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

This, I believe, 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 4 cents by adopting in our 
respective States an opportunity to have another cent 
gasoline tax for our use and our purposes. 

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

THE PRESIDENT: Thank you very much. 

END (AT 11:38 A.M. EDT) 

'\ .:,u.."i 
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MEMORANDUM TO THE VICE PRBSIDENT 

FROM: R. L. DUNHAM 

SUBJECT: Ma,X£rS Meetin 

The President will highlight and ask 
Mayors' support for lis Highway Act proposals 

There are several features which are advantageous 
to States and Cities that you should know about before 
you meet with the r1ayors 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 n on-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, \-lhich 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. 

I 
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4. Another feature which is very impor 
the States and Cities is that for the first 
funds can be used for the reconstruction and 
of the Interstate system and not just for new 

~~~ 
nt for 
me Federal 
mprovement 
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 Cannon / 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUL 1 !3 1975 

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

Louisiana Toll Road 

/'1 
;f~ 

1 ·V 

You asked me to review the budget consequences of going forward 

with the Louisiana Toll Road. These comments are based on pre­

liminary discussions with Department of Transportation staff. 

Background 

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

--The Federal Highway Administration (FHWA) could provide 
funds for this toll project from amounts that Louisiana 

would normally receive for their Primary System and 
Priority Primary System Highways (specific authorization 
was required to permit use of these funds on a toll 
road) ; and 

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

roads built many years before) • 

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

... Unfortunately, some members of the Louisiana congressional 

delegation and the local press originally thought that the 
legislation provided special, additional Federal funds for 

this project. There was a bitter dispute in the state 
over the toll road when local interests realized that 
funding for this road would consume all the funds that 
Louisiana could anticipate receiving in the foreseeable 

future for their Primary and Priority Primary Highway 
System (the largest portion of their Federal assistance 
for non-Interstate programs.) To prevent this one project 

from using Federal funds that would normally be available 
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for projects throughout the State, Louisiana legislation 
was passed in 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 ,:ro?, 
Federal law would permJ. t the use of the new program for I\;·· -- \·' 
the Toll Road, the Louisiana legislation which prohibits (;1" ~·. 
use of "normally allocated" funds would appear to rule · "·. .;_. 
out this possibility. \ .:;) \~ 

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

,, _...­
' ........ ....._.-.~ 

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

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

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

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

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

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

\ :..} ...... 
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Executive Direc·l:or 
Donestic Council 
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SUBJEC'f: Louisiana Toll Road 

You asked me to revi(;H the budget consequences of going forward 

vli th the Louisiana 'l'oll Road. Thesecoorruncnts ar(~ based on pre-· 
lirninary discussions with Department of 'l'ransportation staff. 

B~c.krrround 

•.• 'l'he Federal-Aid High\-my Act of 197 3 provided that: 
I 

--'l'he Federal High'!tTay Jl.dministration (FHWA) could provide 
funus for this toll project from runounts that Louisiana 

would normally recc:ive for their Primary Sy.stern and 
Priority Primary System l!igh,·mys ( !;_; pecific authorization 

was required to pennit usc of these funds on a ·toll 
road); and 

--FHHA 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) . 

. . . 'i'he Fecleral-Aid Jiigln'llay l\ct of 1973 Jid not p rovide 
Louisiana ui th any add.i tional funds, above -u.nd beyond 

"That they would normally receive, for this road . 

• . . Unfortuna·tely, some nl embers of: the Lonisic:ma con9ressional 

delcgn.tion and the local press originally thoug·h.t that the 

legislation provided special, additional Federal fun~s for 
·this project. 'l~here· w<ts a bitter dispute in ·the s·tate 

over the toll road vvhcm local interes t-s reali.?.:erl that 
funding· for this road would conslli'1e all the funds that 
Louisiana could. anticipate receiving in the foreseeable 

future for their Primary and Priority Primary Highway 
Sy.stcn (the l :=u,' ']f:·st port·ion of their Federal ilssistance 
for non- Interstate programs. } To preVl'!!nt:. this one pro-j Act. 

f :r(Jn1 u~;in~.r Fclil::ral .funds that would no.~:,t.::LLy l."'. a.'J CL iJ i..t}J lt.': 

r: I ' ' I 
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for projects throughout the State, Louisiana legislation 
was passed in 1974 that limited the Governor to using 
supplementary fund$ ("funds over and above those normally 
allocated to ·the Louisiana highvlC:iy progr~") ··for this 
road. ..... . 

• • • After extensive negotiations, the FID\IA 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. 

Problein 

•.• 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 thi~ 
is a national formula program, this \•lOUld require a f 
fivefold increase in the national program (which represents 
a Federal c~st of over $1 billion annually £or this low 
priority program). 'l'his is obviously unacceptable. Thus, 
the Priority Primary System funding is unable to provide 
sufficient funds for actual construction • 

• • • 'l'he problem is further complica·ted by the Aclministra tion' s 
highway legislative proposal, which vmuld consolidate the 
Priority Primary and other narrow categorical grants into 
a Rural Transportation Assistance progra.'1t. Although 
Federal law \vou.ld permit the use of the new program for 
the 'l'oll Road, the Louisiana legislation which J)rohibits 
use of "normally allocated" funds vlOuld appear to rule 
out this possibility • 

•.• We have identified four possible alter~atives 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 sta·te 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 Primar~ 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 ~overnor and 
legislature. <: · 

3. FI-1\'~A earlier suggested that the ·State transfer some of 
its · urban Interstate funds from New Orleans to this 
project. S~ate 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 nu•·nber of 
simil~r place-named projects in the past few years • 

••• FHWl\ staff indicate that they have clearly explained the 
limits of the present Priori-ty Primary funding to State 
officials and their Congressional delegation. They maintain 
that no assurances of E'ederal funcling have been made by 
their staff. They see at this time no locally politipally 
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: 

THROUGH: 

FRO:Lvl: 

SUBJECT: 

THE WHITE HOUSE 

WA S HIN G~O N 

July l, 1975 

-- ~- -

JAMES CANNON 

MAX L. FRIEDERSDORF ~~ _,; 6 ' 
VERN LOENVL 

TOM LOEFFLER~~ 

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

For the past several years Congressman vVaggonner 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. Duri...Tlg 1974 the Department of 
Transportation strongly inciicated the Administration's desire to 
accommodate the State of Louisiana with proportionate FederaL 
financing for this project. (Se-e the attached letters.) 

Congressman VTaggonner now fe.els that the earlier Department of 
Transportation commitment may be lacking. Therefore, he is most 
interested in maki..TJ.g ce::.-tain that, in fact, Federal assistance wilL be 
fo:::thcoming to the St2.te of Louisiana for this highway project. 

lr1 Lignt of the congressman's extreme concern over this matter, it 
i ;:; i.rn~ortant that a ri.rm decision and commitment be made 
(!X? edi.tiously to r'~ solve tnis matter. 

Enc Losures 
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-· 'n1is letter .will reaffiT:-rt our understa.1ding of llil agresr:'.ent reached rJover:ber l, 1973, with J:·2S-pect to the ~V::!.il~bility Of prior:·i.ty 
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pr:-iJ::r'>.._ry Y71ileage an~ ftmds for the pr-oposed Louisizt.na Toll Ro2..d lmder · · · t32Ction 126 of the Feder::!.l-Aid Highw~:ty Act of 1973, \'ihich provides for ;::t priority pri.rrnry highway progr::'.rn .' .L\s discussed· .<.vi. th you this · · pD.St :Fric:by, July 12, 197-::1:, and as reflected in a. recent draft of :1. propose-1 fJi;Teeir.ent sent to the Louisi::ma State Highway D2p::.w.~nt , · the Ftxieral Highway Actninistro.tion under ex i sting law shall, subject · to continued Cong,-ression~l authorization of :[tmC.S, · rcjmburse the · State the Federal share ot' costs o.E constntction :t'rcm the State ' s ap~-Jrtioned priority prjm. .. 1.ry funds. The pt'iority prirrnry funds so pro•:id2~ will be in adcli tion to the St:~.te' s rc[';u.l<Lr FccleraJ.-:::.id .. pri-r::-uy funds . We unde:;:st::md th..."Lt Congress e:·;pects to ITD..lce the · r "' p:-iori ~y p.r:L~..r progr:~m a continuous, or<g-oi. ng progr::tm Sdch as the IntPl :..~t..ate Systrn v.ri. th subsequent ~:rutr:ori:::..::.tions until the s.ystem is c u::_:;:Let·2cl. · \':e 1;;;J.ieve the tc.~ :L1 road c1n h:~ built v.ri.th these pL'iori ty pc·.i;c:::) .. -c,- :funds a::1d thJ.t o•.'er tr.e 15-s~e:l..r period \'.i.tllin \'.nich the r.:-.:::~C<l"L :::;~::>.re is p:~.yable t.:::ccler .section 1 · 1~) of the Federal-Aid Hic;h•.vay Jlcc of LJ'7J, sufficient f::.:ccls '.':ill be a'::l i 1:\ble . If the State chcoses , tf:~ 1~lr.:' ~~lS'J ==·:?~its 1JS ~.~J 2."(~-.i~":ltrr:S? ~~1P ;~! . ~1-to .fc)L tnJl roJcl c:o r.~-:-.n. ~c.-t ic.: ~l fr.J1 i':s ~Cf.0J}Clrl:T:- ;: ;- ;;ot~-c-Lone-'.:1 pr.i_~!~.3/ Lu~1cls ... 
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' ": Jill.'.' \. 1 :tt~·i l:(;:·: I:': i n r ..:t"' ' : t ~; -~ ;t..l f ,_,,.. ~:ld , :: ;t'<i'!~·r,{ r· , - ~vi~: i r>n : ; c1C ·:·.Ju: Tr,t~c'r~;t~tto 

::_;~;:;~ ~ ;.r:1 C. J .. t: }~~;ti;;o::tce.::> l·cf'lccl:ii1::; i t lc. rca~Pd ciJ~~L (J[ r· r>rt·:[, I 'Ltc:. ·ion . 

··· , • .. . r , 
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Yon~-:.:::'..'''~ aL~>i) 2..:::;~\cd il:' -there i E:; ~myth.ing ::c\cLi.tional which t:he State . . - ,: .. ';· . .. 

, - '- ·'-' -'}a .· - ] eoo ,.. ·f' - 4-!, T" 0 l' • , ..f.· ;v_, ' · r 'I' . ... --'- · '- ·· - ·t ·: :; .. 
r:1 ~·- .t.L , _ .tn o1 r. __ ~ .01. l_ •• e .J. •) . .r .. .fLUL I ' · ~ nL 01. r .. ln:::>fX>LL<Lt.LO.t o · : ·. : _, 

~~lloc.1.te priorit.y prirrUJ:'}' r oute rnilt..:z1g-e <mel ·to proccc cl \'Il.l:h Lhe . _r :.: ,: 

signing o E the :fin~l agre-2n-:eri.t. FI-fS:\ ln;:; rq::ei ve:l frcvn the State a · .··. / ·;_-

fiL.:::>t c'Lr<:dt of ~proposed ~v;-reeT.ent. FI-f.';A'·s Chief Cmmsel has revie.~;e<J· ___ ·-~~·;: 

tr~8 p ro9ose<t .;-l·;i!:-GBien t and has ::.;·ucmi l: tc(l a rcvi.secl dr:1 ft proposal to ·_. : ( _ . 

th9 State. - Tl.J.i~ ;:-tgrcerr.ent m:1y lJe executerl as ~,:;cxm as l.l1c rrLi nur rcvi- ~-: --.<. · . 
s ·i.ons bei.'lg :1egotiated by. the attorneys are cc~leted :mel the ~crre2!1Ent · ; .. ·;: ;> ~ ~ 

is put in final foim. < ':-"; , _ --

Fh"\'iA vlill &.r-on identify a. 10, 000-mile priority primary system nation-:- .·, :-:~~_-;;:(_:: _; ,:- ~ ·_· -~ 
\~ide 7 of ~;vhich Louisian:::t will be allocated 110 miles . FHWA's Division ::~:::'_; ;_ · . _. ·._<~: 

Eng:L"leer \'rill be able to approve, . upon request, priority prirr.ary routes .: ~_·.::;;;..;,~~.- -~- ~ .. 

to the e.:\?(~nt of the mi.le;:tge allocated. However, in unusu~1.l cases, a .-;;~-: 

St~te rray l. .... equest additional mileage t!trough I·HWA field o.tfices to the _., ... ; .: 

\'.'2.8'1ington office. Louisiana, upon s Lich an ~ppeal, vr.ill r eceive . . ', ·.-~ :::: ; .. 

snfficient mileage in .;:c1cli tion to the 110 miles ~llocatcd to build the " : ·: .. , . " "·• . . 

proposed toll ro;:-t,d. TI~ercfore, a docurr~mtccl request :from Louisiana 

for- additional rnih~age wi.ll be necess~uy . 

A:fter the priority pri.Jrr.::L.ry mileage h~s been ~stablished, and since tbe 

priority pri.T.:'l:ry . f un cis lnve 1}9en apportioned to the S t~ tes, the ne..-;,1: · · · 

stC'_n T,v-i ll b~ for- the f'Pcl~:ral Goverr!rrent to i s:;ue ZLuthority fo·r the 

State to oh l.i ~:1 te t!le S t: ~tc' 0 .sh ~l rc o C U wse tun.c~S. i\Hcr the ob Lip­

~Ciorlal 2.uthor-ity is iss1.lec1, ths St~:.tc ;-:-:Ly then sutmit the project or 

;[_ r:or..; Oll '-)o eo r'C()f to F;F" \ in :iccor,.;"~C0 \"i L'l our l'CQ'Uldr oroJ· oc-"-
( ,· ......... .....:..· L 1 .. ~1, . .::;. . .... .__ .._ .. • ..... It t L. r.. .... ~ ... ll .......... · - l - l ·o. (. 1 \_. L 

8'0Pf8'i~.l p c-:1 C9SS .. 

?:y stO-.ff is 2.'-''ailaole to continue \\Or}:ing on either of these proposals 

wi.th yotl ancl ths State. 

0 Si~ly~:~r _ • _. 

'::/#(') ~~~oYY~ 
1 l .OJ ll< , '- J. . 1 .. •.mc.nn 

.:· · . .. 

.:..-,· 

. ,. .. _: ... 

::-
~ ·:-~ .. :_ . . 

... -··._ ... ~ ·· 

.. 

-' i.~·r:lcrzcl HiL;l".;.:=ty ;\Ciministrator 
,.........- .- ..... . 

~ ~OI:u' · -.. 
<-~· ( ... ~\ 

,_ '•. 

/-

. .-

.. 

.,. 



I 

. ' 
I ', 

\} 
i · 

t r . : _i. 1 ) : . , • 1\ ; ~ r· ~- ~ 1 :. 1 1 1 ( ': : T: (, \ >' .. · o : ~ - . \ 1 ., c_; i' r 
1 .-t:Ot:::r:~,\ L HI<_; I I .,,, l'l. '( ;\ C .'.II U! ::;T:c~;, ;·1 ·:J,'-1 

c:,-.~·· -- J " 

' .-, ~ : I . ,· I 

- , ,I 
. I\-. ~ \"J1V:· ;! 1\f! <' -~1 - 0:'- J, lJ.C. :~c·, · )lj 

,,\,, ,, 

rlr. P!1ilip K. Jo;1es 
Gener:J.l Cot.mse l 
DcpaY.tr'lent of iii.gh1-1ays 

f\. I I ;·.t t c: L ;: ..:: ' L ~)/ .[ 

P . 0 . Co x 4 ~ 2 f _:-, • C1 p i. to L S t at ion 
Baton Rouge. Luuisi.ana 70804 

Dear .. Philip: 

.. ........ ---
~-

J."'J ;,~, .. l_Y rc::-:r.:::n iO: 

tiCC-1 

We have -.ce'rie,..;ed your letter of July 25, 1974, in l·inich you commen·t 
on the . proposal •.vhich we are currently negotiating bet1.;een the 
State of LouisiJ.na and the U.S . Depar::Tl)ent of Transportation \·lith 
rcs:)l:::ct to the uti 1 i zJ.tion o c Jlriori ty prim.J.ry funds pro,Jid-c:J 
for in section 147 q£ title 23, United St.J.tes Code Annotated. for 
the proposed Louisiana toll road. 

Yott ~:L::ttc tlut in vi c1v uf th.} r-c::>tri.c::ions tt:rro:-;cd upon the ~:itatc 
1.), "•·c- ~l-0" l') t)f ttl" L''"isi 't'l'' Arr ('·- ot-' llJI,t " trT""'re l-<-u ~' v . L _ , , ._ I '--' ...... l_.;. ~ - < . · ~- • ~ _. - J ..) ..J .:.... . . . , • .... _ _, 

no at~tl\Cirity vested :i..~1 .tt:e Governor nor th·::: Director of High•.•ays 
to execute an 2.gT8Ciner..t ,.;hi.ch clocs not contc::qlatc supplementary 
flmds (c~lrJ.t is, ft:;>cls 'J"·.f?r ;t;:d abo~'c L·hosc ncrrr:ally alloca::cd to 
..1... 1 C\ I I • • • _· ., -., ~ • 11 r 1 I - \ • • - ' I ' \' l ~ 1 - ......-,..... . 1 • n .. ~ ... _ 1 , ........ . • £:_"\ £ 4 .... J... ! p . L 1 ·~ ~ J cl J. S .l. C• f! '" Jll. t .• • •'I J._! r T J .~ l ,l,i) J • 0 d ci S () .c '- ([ "" 0> L U1 ~ l. \ ·; ~ 1. U L L 11-:.- J::' 
r~vici·i ou::.- P=-='~;os:-:l ~c;;c; the lc<islat i.on. to c.~etcrr;tinc:: j f a 
r.~ad-Lfi.cation ·Jf tlts- l::.q:;u~ge 0:- the contract needs to be I712tle in 
C'--:- ,_~-:; ·:_ .. t:~ .:.c-.::.=-:~:.i:·, ~-- the n~ljC: (· -~1·.:: of th8 f.-~_~·~l:;·~-~:~1. lc\~i.-~l_·.tti·Jn~ 

\'· ~, i)r> ·i :i c-v.o. .;7 ;,. '(1:JS'-~b ;n ro L'"8 the. n~iori..:--v nr"·~'ll"V c.,nds ,/_.. ~'- - ~··'-'•'-' ..J.-- ..J-J ,.,: -'1-L _.._.. ~ •.J.- -•~"-" r:.L ~. - . !•LIIIL .I .l_\....<.~ 

a~tharj:e~ ~~ subs~c~ion (b) 0f s~ction 147 of title 23 of the 
U::i:.:c:~l SC:a>~s C'-;~L:::, for th:~ toll road , 2-nd co:~1pl;.' h·ith [·.he 
I.~;::i s :>--~c l~: -. T> ~ l;rioL·jt:-- yc-i;:1:~ry frmcls arc .i.n ::tcldi.t.ion to 
ti~-~~ S: __ ~ ~·_-..rs Y'~.:.~-Ll;:.:_·l;-r~ :lppo-rt. _L·J:lcd h~gh '.·i~ty ft:t1ds for prc\.··ious ly 
c:~is~5-~~c~ pro~-:L(l:T:S . Il1e pTio·'t"'it;'" pTir1ary sy~~~c:;1 ~unding is a ret-t 
I~ -' ..., r.., - ' ,, ,.., ,., .; [c ,_ l) r • c._: k '0 " (' 0 £: r (/ I ' i c- J . .., '1 " (I '"' <; i ( ;--. '1 ~ n s t !• p t 0 l 1 ro' ,, al "' ·~ J l ....... - ,.~ l - · I \.-- - ·- - ...L L ...... .._. ... C•L.._.. 1 J .... J _ _ _ , -l~l \ l -....- - '-t-•'t'-..... L'-' ........ l l - C.· .., _ _ 

its r<··,-·j t:~· p;~;::c~ ·:,· 1'01 ! 'CC, ~-. !'~'r1 Fcllt..:rJ.l-a.i..d hi~;lr.·i:l)' fti:-tc!s 
:•. p[l:ll·ti~ ; :-: ·':d <:n f . n1 · ; :3i~:r.:1 f'or C'<1iJ<;t·ruc-t:iun oF priority p:ci1:: :'.ry 
Jti. ,r:h..:t~- - ~~ ·.·:cr~lld be ~!1i'U•;n-i.:t~·. c,l for t·h:' to! L road. lll::nc:::, i·hc 
op 1 ;, ,-~; , ·. : r;,cn~s Cur Luui~~i~Ht:t':; pri.urity pr--it<:~tL')' lli.r:h\.;:,ys 1-iouLJ 
subs -,·-~tt: '::: :-1tly bcco;.';:: "Federal ftt 1lt.ls -- sp ~ :ci hcc:t l1y ai>pcopri.atcd 
fo~ - ~ ~ ~_ .. :-- r~ tl:~ cn . .::t . .:; of· thr; C' ... :rrcss>,~t:.r p~-oject :.:_ n ~·ILthi_n the-
It:8:l:r ·l :~ --. - t h c:: L o l t 1. ~ :; ·i 2 ~1: .. :. s t a "C u t. c ~ 
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/1.; y o tl !;rtotv, t:iJ.lc ~ ::; •. 1i. th ,· c<:J' t· ~ t. t l U\ (' J: :: t_i u r c :t:: c ; ,_or·i ~: : d 

Jl!.' O ? '" '; .I:-) t!O;.;S ll•Jt. provid _• ru e : 1 ,~ :t <. tth i. :: · i ;~ ;~:. i< 1 ·l :11 td ~ tiJ:J.lr· ti . Onin<:!:lt 

u:: :·,:;: _c.L ::·nc s p~r_:i. [ i ·..: proj··,·;··_; . ~:1)1.· :t<: r: t·i L. J c L~ i ·ll ~llb ":tri~ : tr!~·.:d 

o~: ~~.:; t 2.~id2 in any \ ·:~ty fo ·~ dcfrayi 11 ~~ Lh -:.: c usl s of r:~u; i 8d u:: 
5p2 c i Ei c hl,~(n\·J·ay pToj ccts. O:tc p1·op,r.~~r:1 fi1r:ds ;trc ~lp pot·t :i.onc-:.1 to 
\-L~- St~:.Le:-> fo ·t 0~1 -l i g: lt i.on ~ n i~ro:1Ll c:::.tc~:e>ri c~~ fit!.~~·.su~~nt to a [.',r;_:n-;: 
f o rr::•.tLL 1\fter projects ::I-,~ sc-Jcct •. :J, 2pprov ,:·d ::c:td co-;ts arc 
incurred, funds J.rc then :.;_p;nopri:J.teci to con~r those costs. 
'!1nts, if Lou.i.si.:.t;-,a h'-c re to ck:-.ir.nat-:: the prop()SCd toll road a~; <1. 

priOI.'.i.ty prima::-y route ;tnd ;,·er;~ to ooli.g~ttc;.,..~;- u:i!S :1ppo<:tio<1ed fer 
th e priority !lr~:::~~rr progc:lii1 .i.n Lh::; coilstr.ucticm oF the toll roacl, 
J.oui.:.;.i~tna l·:ould be subsequcrlt ly rcililburscd pursuar:t -::o appropriations 
for th;::t specific pu:rpose r·roiil the H.i.gh• . .,ay Trust hmd . In our 
juclg;11ent, 5tH.:~ an approp::-iation l·iould overcom~ the prohibition in 
the Lou.isi:.:..."'l:J. statute that "no Fede.ral fu.'lds not specifically 
appropriated for paying the costs o[ the exp:::-css1Vay proj e..:t shall 
be used for such purpose; " 

TI1e Louisic:n.:1 statute also provides that " . . . no Feder<:tl ftmds 
currcn tl)' ear:-:1arked for the defraying of the costs of other high1.;ay 
construction projects in t!-:e State . . shall be diverted to said 
express;~ay project ." , :\one of the priority prinary funds· are 
cur:rcntly earmarked o~d made available for obligations. However, 
in ·th~ near future , as w~ lr:dicatcd in a recent letter to 
Representative Joe D. Waggonner, Jr.j a copy of which is enclosed 
for your in for;n::t.tion, the Federal Government. \·:ill issue authority 
for the St:;.te to obligate its share of these fun~s. Aftqr the 
obligation:1l authority i.s issued, the State may t.hen sub;:1it the 
proj cct or portion theT'?u f to the F(?der<::l lligh·.·::-ly Admir. i.stration 
in accorcl::!.nce 1v-i. c.h our regul::cr pr:::>j ect ::cp:;:rro\rc.l process . 

You also state in your le~t::;r that 11 
••• the Legisl::t.turc intended 

that the . fwds fbel in 2.'lc.Li."::i.on to those nor:.J::t.lly alloc:1ted 
h:--,. ·th ·~~ I-' ~ d ·,:; c ;::.~ 1!~?.1-:· .. ;~/ :\ c::~:~:::_ ,_~~~· .. u:ion ~o J. c ulsia:~a fo-:- th~ usual 
hi~'.fil ·:ay rrojects ... _.., -!he jJl·i.uri.ty priiil:.l&.')' p;:-ograi!l is a 

supple;:-;ent.:.·c-:-- pro.'~rara proviclin6 fu11ds to suppl cment other Federal­
a-i..cl hi.gh· .. _;.J.y prog-::-.:1ns . T:~i.s i.s qu-i..te evident in the language of 
23 U.S.C. 1:7 ;,·hich s.:.ys t::c priority prii:l:J.ry routes to be . imp-roved 
arc 11 

• • t o S'_c pplcmcnt ti:c' ser':i.cc provi l!t::d h)' the Tntcrstatc 
Sy::;tc:n .... 11 ·;·;,e J~J73 i,~t c:stahli.shecl a p::-iority primary aid 
pro 2 r.:.~ for t~e f irst time. 

This pr'l ~;ca::, ·.·:~ts dcsis:neci to s urr:.Gment, 3:ld .i.ts fc_;ncls arc p-:::-ovided 
jn addi.tiOil :o, the fulldS provid ~ cl by the r:cdel·al Interstate , pril71ary, 
scc:oPcbry, l: c·h ;cn and other ;: i ,; pr-ogr::rns. Th~ rrirnary and secondary 
ai.cl !·un r\:; l: :l';c tr.1dition~Illy tH.)Cn used hy the States for b:Lsic 
road p 1 ·o ~~:~ · :1::; _ ,\ 1:1.'1jor p;tr :--o:;c of the nc•.v pr.ior·ity- prirnary aid 1.;:1s 
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( f J C:1t·i 1 iL:!L'" !!1 ' ' ~-·>rl·.l i- , ,~·: j,, t l i\ ~ ',l l i'l"'l'~r~J··rJL:!r:/ J,i~·.lt'. ·,:ty·. , i: 1 
Jl !l't i t·t:l:tc Li~cJ:-.•.: t'Oilli•.J ; i11 :'. ·.:i .i .t I !t:' llltt•i" ~l.:t i t: ;; ;:· ,; \~I ll to··;,·r· :lttd 
~~l'~''·''~ lh:..: Fcth::-:ll [l~·i,;:.:~· ;: ; : i ~l i ' .'':·•.• ·:l i: t. !11 ::Jt•.Ji'l., ihc d .:.,i.~ ::l 'J[ 
t.h:: U7~) ;\~~t ~-.::t:; to al Lr.,• .. ; cc,.-:C:.iiL'tcd Cundi11g of c;su:l~i:.tl State 
hi;,;;·.-:;ly l!': .::ds t.::t'OLI)!,h U•.: ]'t·i :·nr:y :tiH.\ St!CUI!d.'t t·y J'<)::.tl pt·r,~·.r;t;:: :;, 
:n,:· l t l i.;ti_l: i.:ttc n•.:\·1 '·'IJ';J I<.::::e:•tt:::r-y C'l!n .. :i·. ntcl.iult 11 1\ll"r· U11: priori.ty 
pci::;;cr·y {:\mdi.ng p cuceJur:::s . 

S.~r:cc Louis i.:.tna' s proposccl i' :urth-SotJth ru:tJ i_s p:;:cr.;i_:;c:ly the type 
of COitStructic>n COiltC;::platcd by l.ht.: [1l'iority p;:i:naq· pro:~ r:.u:r , ]' 
do not understai':d •,.;lly you b~ Lic:v·c Lhc Stcttc ,:;.~i i·t sccl.ion J 2 of 
/,r:t 653, houlcl seek to \.J<:r th2 use of pr.i.o~· i-<~<y pri1:1J.ry funJs for 
the r:orth -Sou::::~ 1·oad . E':en. if ·priori_ty pri;;;:~ry fun.ds 1-ierc used 
for the toll ro~tcl, Lou.isian~' s csscnt.i.o.l hi~h · .. ;ay needs r,;oulcl 
conti.nue to rec:.:i ve adequ:1tc F ~der.:.tl funding fro:n othe r Fcc.kral 
so l: rccs, .:.tt p:-<::vi.otts levels. For these TCasons, l do not believe 
that the Lou.:.si~ut:J. stat'.tl.c JH.''.::vent:~ us-2: of the priority pr-imo.ry 
program fL:nd.s for the propos e d toll road. 

0£ course, tile proper interpretD.tion of section 12 of the Louisiana 
1::1.; <:mel the uses to l·ihich the Sto.te of Lo,I isiD-nD- 1vishes to put its 
Fede ·rD-1 higr1\'3.)' funds, D.re icJ. t tcrs of St:J.te la;.; for State officials 
to rcsol ve according .,.to their best j udgmeat. I£ the State chooses 
to preclude the u se of priority primary funds for toll road purposes, 
thit is the State 's choice which ~e cannot question. We are 
concer.1ed~ though, that section 12 of Act 653 may reflect a misunder­
stJ.ndi.ng of the high>.;ay assistance progn.i'O! delineated in the 1973 
FcderJ.l-Aid lfigh· .. ,ay /\ct. 

I t \'iOttld. be <<iJprcciated if you l·iOitlJ reviel·i our proposed agreement 
in 1 :i ~;ht of the: :Eo :·e;:CJi :1 _;; ~nz.~ tl;-2 ·i nfoTmation 1.-ftich \ve kl'i~ 
inclL:dcd in the cnclo::,c:r_: letter to Rcpt-csento.tin~ 1·:aggonner and 
detcr;;:::.ne l·;he:::h.cr ·or not 211:-· 1 :: 2.jo~· i:lodificatiern of our proposeJ 
~tgrs~rn,;nt is n~;ccssary , ::s a rr:-:;r,:l ~ of the recently enacted Louisiana 
]--= ···~- ~-iy '.:~,:·:.: 1 ~-. : >~tt ~:-; ... ~ .-.:.~ ;·,)di~~~ -L(~2ti.t)~.:; ;~t .. ·: ;:-..:<.:~..:.:>:;;:.;.~:,a fter 
rcvl_ching :yot~:- _ lc~ttcr . 

I tTus~ this ::_;,fo:;:iT!atioT! clacifies and lco.ves no dOt!bt that the 
toll road c;:.;-; be built ;·: i th priority prim:try funds . 

Lncloc~urc 

S i.nccrcly yours, 
l\ .F~ . ~ ., ~· ' ·~,~~-~--~~-[J(;>"s~~_) ;: ~l1)~~£G'\_ , .. -~·-

D:lVicl E. \'.'ells 
Ch~cf Counsel 
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T H E \V H IT E H 0 U S E 

W ,\ S H I i'-1 G I 0 N 

July 1 , 1975 

_ . ............ -
MEMORANDUM FOR JH1 CA!'I)jON -<-<· 

FR0£11 : HIKE DUVA.L, 'V 
SUBJECT : LOUISIANA TOLL ROAD 

Over a year ago, I was involved in discussing the Louisiana 
toll road with Joe Waggoner and others frofu 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 becacise of a 
special exemption contained in the 1973 Hi~hway Act. 
(Normally~ Federal highway funds cannot be used for toll 
roads.) 

h year ago , the issue turned on whether or not Louisia~a 
could use funds designated for "priority primary " highway 
projects to do the planning and engineering work for the 
toll road without ~xpending all its funds on just this one 
road . Waggoner received assurances from the Administration 
that they could use "priority 9rimary " 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 : · 

(l) This co~:~ be an eno=mously costly undertaking if 
you assu~e th:::.t Federal funding for the "priority 
prir.1.ary" system natiof'.~vide is increased by the same 
proportic~2 l a~ount ~ecessary to permit Louisiana 
to bui lC:. :'_ '::.s to ll roe>.d . In 19 7 6, "priority primary" 
was al l ocated about $300 million , and Louisiana 
received $4 to $5 million from this pot . If the 
Louisiar_:::. toll road is to be built out of this 
progran, Louisian:::. would need 520 to $25 million 
a year fa= fifteen years . If the nationwide 
prograg ~as increased to reflect the Louisiana 
increase, it would grow four to five times , to an 



L 

am1uCJ.l .Level o[ ~;1_.:,: Lu :;; L. 'J btllion. Thu::.; lL 
.i. s po::;sible ' to vi e •,v tht:. d e cision on th e:: r.uuisi<-tnn 
toll rouJ as ultimately costing the Nation over 
$15 billion. · 

(2) The President ' .s highway bill (which we plnn to 
submit to Congress on July 8) elimi.nptcs "priority 
primary" as a separate c2tegorical · Q.rogr<J.m as a 
part of the President 's efforts to consolidate 
highway programs. Therefore, one of the issues 
which Cohgressman Waggoner and others will raise 
will ~e how the Louisiana toll road will fare 
under the President 's new highway b~ll. 

I suggest we discuss the 11 \vhere we go from here" question. 

~
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MEHO .TO 

FROM 

THE WHITE HO.I:.JSE 

WASHINGTON 

J u l y 17, 1975 

Charles Leppert 

JIM CANNON 

SUBJECT : Re p. Sk ip Bafalis 

The attached is forwarded 

for 

Your handling 

FYI 

X Other Ask Mike Duval 

to get a group together. 

Attachment 
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RED TAG 

MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 14, 1975 

JIM CANN ON 

MAX L. FRIEDERSDORF ~t( · 6 • 
VERN LOENVL 

CHARLES LEPPERT • JR.~. 
Rep. Skip Bafalis (R-Fla.~T 

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

Rep. Bafalis is interested in working out something through legislation, pro­
posed by the Administration, which ·will permit states to issue revenue certifi­
cates for completion of their individual portions of the inter state system in a 
shorter time period anc by pledging as collateral that state's share of its 
receip t s from the Hig.:..C .... =:.y Trust Fund as collateral for the certificates. 

Can ym:_ C.e sig:1a t e ir:C.i~-=._a.ls fro:q1 the Domestic Council, OMB and DOT who 
can be ?=-e:?ared to Cis~~s this concept and its viability as an Administration 
proposc.l ...-vi22 Rep. 3:::. -- 7~ s within the next ten (10) days? 

{'"
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cc: T ::>:n Loeffler 
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TO: 

THE WHITE HOUSE 

WASHINGTON 

Date: 7-30·7~ 

~~ , 
FROM: Max L. Friedersdorf 

For Your Information -----
Please Handle £" (_-;_ Ro ('_..., 

Please See Me ~ i ~ ~ '\-
Comments, Please ~, 

Other~/~~ 
a-~M~~ 
~ r-
~1/V~ 'JifP. 
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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 1, 1975 

t.t/t.v. 
JIM~UGH 
MIKE DUVAL 

LOUISIANA TOLL ROAD 

·~, . 
,-) 

,, 

\,, 

'· 

Basically, here are the facts surrounding the toll road: 

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

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

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

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

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

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

I 

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

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

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

CONCLUSION 

Although I feel that the Nixon Administration made a 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. 
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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 ~fo\~. 

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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liEHORi\N.OlJI-1 !-'OR:-- l-IP.. JA!·mS CAnNON 
Executive Director 
Donest.ic Council 

FRO!•l: PAUL H. O'NEILL 

SUB,JECT: Louisisna 'I'oll Road 

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

B~ckground 

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

--The Federal High~1ay Jl.dniniDt.ration (F'ItHA) could provide 
funds for this toll project from a."nouhts t.hat Louisiana 
\-tould normally receive for their Prim.:try System and 
Priority Primary System Hi1Jln·mys (specific authorization 
waa requir~,;'d to pcn::tit us"' of these f1.1nc1s on a toll 
road); an<l 

--F!-mA could make payments from funds nornally provided 
to Louisiana over the next 15 years to redeem boncls 
that would be floated to pny the cost of this project 
(normally funds are not available to redeem bonds fr·~o"R''·-, 
roads built many yearz.:; be!:ore). ~· b ( <":) ,--

-./ t:~ 

••• The J:'cderal-/.id t!ighway Act of 197') uic1 not provide 1:, ;;:: 
Louisiana with any additional funds, above and beyond~ :~· 
~<That they \"lould normally rccc~ivc, for this road. ~· 

••. Unfortunately, somo membr;:rs o( the r.onisi;ma congressional · 
delegation anu the local press oric;inally thought that the 
lC<Jislation provided np~cial, auditinnal Federal fund a for 
~1is project. There w~s a hitter dispute in the state 
ov,":!r the toll road Hhcn local interents ranlizcd that 
funding for thls road t~ould consuue all thP- fundn that 
Louisiana could cmticipi'\te receiving in the foreseeable 
future for their PrL-nary and Priority Primary Highway 
Systel!l (the lar'}est portion of their Federal assistnnce 
for non-Interstate pro~n.) To prevent this one project 
from using Federal funds that would normally be available 
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for projects throughout the State, Louisiana legislation 
was passed in 1974 that limited the Governor to Uqing 
supplementary funds ("funds over ~nd above those normally 
allocated to the Louisiana highway programs") for this 
road • 

••• After extensive negotiations, the FHWA and Louisiana 
Highway Department General Counsels concluded that the 
Federal Priority Primary System funds (tthich are 
di~tributed among the states by a formula) could be 
used for this project. Funds \•7ere subsequently allocated 
for Preliminary Engineering work, \'lhich is apparently 
under\vay. 

Problem 

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

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

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

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

2. Have Louisiana remove state restrictions enacted last year 
on use of Federal fw1ds for this project. Road could then 
be funded \vi th the nel-l 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 re~uired. This·\~uld appear to be 
politically unnttractive for.Louisiana Governor and 
legislature. 

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

4. Propose special, Federal "place-narnedn grant in addition 
to normal Louisiana funds to cover the cost of this 
project. Federal cost would be about $300 million. 
The Administration has strongly opposed a number of 
similar place-named projects in the past fe\'1 years • 

••• FI~1A staff indicate that they have clearly explained the 
limits of the present Priority Primary funcling to State 
officials and their Congressional delegation. They maintain 
that no assurances of Federal funding have been made by 
their ntaff. 'l'hey see at this time no locally politically 
acceptable way of funding the highway \·rithout a special 
11 place-namcd" 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 • 

• • • FH~1A indicates that they are and \•Till continue to provide 
funding for the project within the limits of present Federal 
legislation. They are willing to work with Louisiana 
officialfl 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: 

THRU: 

FROM: 

SUBJECT: 

AUG 12 1975 

THE WHITE HOUSE 

WASHINGTON 

August 11, 1975 

JIM CANNON 

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

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

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

cc: Mike Duval 
Ted Lutz 
E. P. Snyder 
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L.A. "SKIP" BAFALIS 
lOTH DISTRICT, FLORIDA 

WAYS AND MEANS COMMITTEE 

SUBCOMMITTEES: 

PUBLIC AsSISTANCE 

OvERSIGHT 

€ongttss of tbt Wnittb ~tatts 
J]ou.5e of l\epre.5entatibt.5 

R!Ubfngton, 18.(:. 20515 

August 8, 1975 

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

Dear Charlie: 

WASHINGTON OFFICE: 
408 CANNON HOUSE OFFICE BUILDING 

WASHINGTON, D.C. 20515 
202-225-2536 

DISTRICT OFFICES: 
ROOM 106, FEDERAL BuiLDING 
FORT MYERS, FLORIDA 33901 

813-334-4424 

700 VIRGINIA AVENUE 
FoRT PIERCE, FLORIDA 33450 

305-465-3710 

Enclosed you will find a one-page outline of my proposal to speed construction of the Interstate Highway System through the sale, by the individual states, of Revenue Certificates. 
I hope this is detailed enough for circulation to those whose comments and study will be necessary. 

With best wishes and warm 

LAB:Mme 

I am, 

" Bafalis 
Congress 
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Proposal for sale of revenue certificates, backed by allocations 
from Highway Trust Fund, for swift completion of Interstate 
Highway System. 

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

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

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

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

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

/
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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. 
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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 /_..~-~o-:,-,, 
efficiency. It is Treasury's belief that the Federal /c,'~-· <_-
Government should not be a party to the creation of c~ . .-
additional tax-sheltered income, unless there are clear \~ 
net public benefits that cannot otherwise be achieved. ',_o 
In this case the public benefits, if any, could as readily'·~~----· -· · 
be secured by direct Federal financing. 

The argument that Treasury financing would increase 
budget outlays can literally be overcome by Federal Financing 
Bank financing, ,but in any event, the impact on an already 
heavily burdened capital market would be substantial. 
This would not be avoided by State borrowing, since the 
tax-exempt bond market may be in a more serious situation 
than any part of the taxable market. Moreover, trying to 
get around State constitutional limitations on bonded 
indebtedness by calling the obligations revenue certifi­
cates may be an undue interference with State decision 
processes as well as an antithesis of good financing 
practice. The problems in New York may indicate that 
there is a good deal of wisdom in limitations on borrowing. 

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

With regard to the question of the impact of inflation 
on highway completion, if the interest rate on the obliga­
tions issued to finance accelerated construction is of the 
same order 0f magnitude, the dollar cost will be the same 
as for a pay-as-you-go program. Thus, if Highway Trust 
Fund receipts are presently inadequate 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 contribution or the financing 
peri0d 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. 
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• THE DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

~\)G1 ~~ 

MEMORANDUl-1 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 
efficiency. It is Treasury's belief that the Federal 
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. 
In this case the public benefits, if any, could as readily 
be secured by direct Federal financing. 

The argument that Treasury financing would increase 
budget outlays can literally be overcome by Federal Financing 
Bank financing, but in any event, the tmpact 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 
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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 \lOUld 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 \'Till be the same 
as for a pay-as-you-go program. Thus, if High'tt1ay 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 contribution 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 infla~ion~ 
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 
theeexpense of other national objectives. 

Edward P. Snyder 
Di rector, Office of Debt Analysis 
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THE V/HIT::: HOUSE 

'WASHING T ON 

lvfarch 22, 1976 

JIM CANNON ~ ~ 
JEFFREY P. EVES~c.\l 

l\·~:C::?AOR.l~.NDU?,Ji FOR: 

FROM: 

THRU: "\vrLLIA:t-.1 J. BAROODY, JR.@ 

S UBJECT: Transportation Problem 

Please review the attached correspondence which details some of the 
problems a n"tLrnber of diffe::-ent contracting organizations are having 
as it relates to the construction of road surfaces in Florida. 

I v;ould appreciate it i£ you could have the appropriate mernber of your 
staff review this problem and prepare an appropriate reply for John Lloyd. 

Than..lc you. 

Attachments 
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i'':arch 12, 1976 T.,:.: ~;:..r:v.:" 
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F.::- . Jeffrey Eves 
c/o The White House 
~ashington, D. C. 

Jc;;..;,\1 '.'i. tlOY 

F....x ::-: u:iv~ c:~-

Dear Jeff: 

Refere~ce our telephone conversation, March 8, 1976. The 
.F'eC..eral High'Jiay Administrati.pn recently dire cted the Flor:Lda De­
partnent of T-ransportation to discontinue the use of Florida carbon­

·ate aggregates in the wearing course of asphaltic concrete highways 
0:1 the state-maintained system~ (see attached correspondence_) 

The ?EWA contends that Florida aggregates contribute to, or 
create, unsafe traffic conditions because they provide 11 lot~ skid re­
sistance:.~. 

Since approximately 97 percent of the state-rna~ntained highways 
in Florida are constructed of asphaltic concrete, this directive fro 
the FHWA c~eated an i~~ediate and critical problem for the Florida r 
partment of Transportation and the roadbuilding industry. 

_The o:1ly alternative left to the Florida D.O.T. is to require t 
purchase and use of out-of-state aggregates for highway surface im­
provements in Florida, except perhaps in the Panhandle. 

This alter~ative appears unnecessary and unrealistic for the fc 
o?,{ing re2s~~· r~s: 

1. T~e Florida D.O.T. has conducted considerable research on i 
existing highway network which clearly indicates it can design a wea 
ing course with Florida aggregates that provides acceptable !!skid rE 
sistance". 

A. Florida 1 s Director of Road Operations, Jay Brown, point 
out in his letters of November 7~ 1975, and February 3. 
1976~ that WC-4, i wearing course that includes Florid~ 
aggregates, has provided satisfactory results. He notE 
that the D.O.T. has placed this wearing course on 625 
lane miles of state-maintained highway and . that it pro ­
vided satisfactory results 99 percent of the tine. (Th< 
two lane miles surfaced with this wearing course Hhich 
did not nrovide acceptable service failed structurallv­
it was n~t a skid resistance problem. In fact, or ali 
the WC-4 courses for which there are skid resistance d~ 
available, the average skid resistance number is bettel 
than 49. The lm.;est "skid number" produced by 'riC-4 wa! 
38 and this ;,-1as recorded on a 2. 4 mile urban segnent a: 
it has experienced !0 million vehicle passes.) 
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N~. Jeffrey Eves 
R e ~,. : l~'\ J:C,:/ A 

(:·~.~ ~· 
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B. Florida D.O.T. Research Report 191 (Skid ;:~~sist2-r...cE 
Character i stics of Florida Surface COill'Ses) con;.;luC: 
ed that WC -4 was t he most effective ~reari~g course tested. This report i ncludes test results from sev€ other wearing courses, and it should be noted that 
t he maj ority of these wearing courses ~ere design2~ with out -of-state aggregates. This report stated, "The hi~hest Der centage of ~<Jet-weather acc-lclent r·e­
duction oc curred on HC-4 surfaces." 

. 2 . The purchase of out-of- state aggregates will seriously impact our already-depres.~:::: d construction industry 1-1hich is exper­iencing a higher u nemployment rate than ~ny other segment oT o ur economy. 
Accordin; t o Florida D.O.T. Res earch Report 191, slight more than $25 million per year may be required over the nex~ five years to provide satisfactory wearing courses on ou.r state-o'maintai h igh,.;ay system.. The pll:'chase of out-of-state aggregates to satisf this need wil l dictate ~educed payrolls and additiona l u nemploymer Obviously, the material wi ll not be mined~ processeds transported sold by high~ay-related industries in Florida. 

3. 'l'ransporta tion of the nimport ed 11 material is imprac tic2.l. In addition to the expensive freight rates, the roadbuilding indus will face the historical problem of securing adequate rail~oad car (The D.O.T. and the Florida Public Ser vice Co~~ission can clearly document the problens encountered by highway contractors who have attempted to ship road aggregates by rail.) 

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

5. The requirement that out-of-state aggregates be used alsc conflicts with cost -cutting reco:rmnendations by the J'Jnerican Associ t ion of State Highway and Transportation Officials .A.ASHTO strongly r ecorn.inended that local materials be used as an e:ffectiv,;;: ne .::.:: r.s 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 Fti1t'lA directive prohibiting the use of lllocal 11 aggregates on federal-aid proj ects is arbitrary and premature, they boch are equ concerned about the FEWA opinion that Florida aggregates cannot be used on 100 percent state-financed projects. 
Flo~ida, its elected representatives and appointed D.O.T. officials are well aware of the need for safe~ modern hi2(1~r2.ys. Certainly, it appears presurnptious for a federal asency ~~t~ no in vestment in 100 percent state-fi~anced projects to dictat2 the nat ia ls to be used in such project~. This type attitude on the n~rt r'nd("..>~-:>1 a·~onci<=>s C"'n onlv "'"erl""rar·e ;::> J.""'ePlirH? r-.f' u.rl-1c,c---,-<-1,.f':;:,..-.;...t;-,,., v"' 
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P2..;;·..: thr'ee 
Nr. Jeffrey Eves 
~e.r: ?n'JA 

In surr'"7<lry, the High·,.;a.y As soc l atio ns identified on the bottom pa.g;e 
of' thls letter respectfully request thc::.t the ·Fiecleral Hi.gh·t~ay .l',::l:-:-i.inist.:--c.­
tion reconsider its earlier decision and permit the use of WC - ~ on all 
f~der-2.lly-fund~d projects in Florida.. 'r·le also strongly recorr..rt:e!!d thc.t 
the ?lorida D.O.T. c ont inue r esearc h on the use of other F l or i ca carbon­
at2 aggregates. Waiting to hear fr om you reference March 23rd or 24th. 

, . ~~ 1 
ie~y cr~~Y yours, 

t ·~ I ' 
I I -

\/c~ L?~ 
''--

Jo ,_,· . .., 1·l L 1 oyd i ... t • - • 

J~fL/vlj 

".") 

Aggregates Ass ociation o f ?lorida 

Asphalt Contractors Association of Florida, Inc. 

Associated General Contractors (AGC) (Florida Council) 

Engi~eering Co~tractors Association of South Florida, Inc. 

Florida Limerock Institute 

Florida Transportation B~ilders' Association, Inc. 
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THE WHITE HOUSE ------;:;_ -, . /] 

~~ 

MEMORANDUM FOR: 

FROM: 

THRU: 

SUBJECT: 

WASHINGTON 

March 22, 1976 

JIM CANNON ~ \) 

JEFFREY P. EVES~~ 
WILLIAM J. BAROODY, JR/{fj) 

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 

~ 

•,;.J 

.•. 
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March 2%• 1976 

Dea~ Jo 

JO\l for you lette.r ot March ll, 19ft. Ia •hlc:h you Ot&tllM •om6 
of the pro'btems fOll have b•a bavblt wttll \lpw&J coa•bucttn •• a 

,t of certalA federally t.naad&ted dil'eetlwa. 

U• the a\lbject JOll rai•• Ia yow letter Ia ·oae that I peraoAallf have ~kaowledge of, yo• lette .. wlll be to,...,arded to ._ Pre aid-'' a 
Domeattc Co'Qilcil wl:r.•• It will be reYlewe4 .ttl\ repre•e~UYH of 

•al Hlsllway A<la:dalmat.lon. You. may expec' to hDI' badt 
the anl'op:rlat•lftdlvldual wltlll.a a reaaoa.ble &mOV!lt ot time. 

Tbaak you •a•ilt toso Dl'lql.ot tkla problem to 01U' a"eauoa. Y 
may be •••,...•d of otV lateJ"est Ia lt. 

,. Joho W •. Lloyd 
ec'Qllv• Olre~tol' 

eerely rov•. 

Jelf'rq P., Evee 
DlNtetor. Whtte BOllte Cotdereacea 
Office of Publle Llal•oa 

bteutaa Coatr•etoJ-• AaaoetaUoa 
South Ftorlda_ lac • 

. te l3Z. 1800 W. 49th Street 
Hialeah. Flol'tda 330IZ 



ENGINEERING CONTRACTORS ASSOCIATION 
OF SOUTH FLORIDA, INC. 

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

March 12, 1976 
Hialeah, Florida 33012 

Telephones 

Dade (306) 568-2042 and Broward 52Hl909 

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

JOHN W. LLOYD 

Executive Director 

Dear Jeff: 

Reference our telephone conversation, March 8, 1976. The 
Federal Highway Administration recently directed the Florida De­
partment of Transportation to discontinue the use of Florida carbon­
ate aggregates in the wearing course 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. is to require the 
purchase and use of out-of-state aggregates for highway surface im­
provements in Florida, except perhaps in the Panhandle. 

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

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

A. 

~ 

Florida's Director 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.O.T. has placed this wearing course on 625 
lane miles of state-maintained highway and that it pro­
vided satisfactory results 99 percent of the 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 
the WC-4 courses for which there are skid resistance data 
available, the average skid resistance number is better 
than 49. The lowest "skid number" produced by WC-4 was 
38 and this was recorded on a 2.4 mile urban segment after 
it has experienced 10 million vehicle passes.) 

OFFICERS: 

President: C. A. (Pete) Peacock, Jr. 

Vice-

Miami Crushed Rock, Inc. 
Pan Am Construction Co. 

President: Robert B. Ebsary 
Ebsary Foundation Co. 

Secretary/ 
Treasurer: Lowell Dunn 

The Lowell Dunn Company 
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T;>?6-191u 

DIRECTORS: 
Forrest Bowen, Shelley Tractor & Equipment Co. 

Alex M. Jernigan, Post, Buckely, Schuh & Jernigan, Inc. 

Frank Scudder, Intercounty Construction Corporation 

Arthur Sheldon, Florida Fill, Inc. 

Guerry Taylor, Capeletti Brothers, Inc. 

Steve Torcise, Florida Rock & Sand Co., Inc. 

Sam Williams, Williams 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~ma1ntained 
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 industries in Florida. 

3. Transportation 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 Public 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 usedclearly 
contradicts state and national programs to conserve energy. The 
energy used in transporting this material to Florida represents a 
waste that is impossible to justify. 

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

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

Florida, its elected representatives and appointed D.O.T. 
officials are well aware of the need for safe, modern highways. 
Certainly, it appears presumptious 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. 
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Page three 
Mr. Jeffrey Eves 
Ref: FHWA 

In summary, the Highway Associations identified on the bottom page 
of this letter respectfully request that the r ~deral 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.O.T. continue research on the use of other Florida carbon­
ate aggregates. Waiting to hear from you reference March 23rd or 24th. 

Ve ~urs, 

Lloyd 

Aggregates Association of Florida 

Asphalt Contractors Association of Florida, Inc. 

Associated General Contractors (AGC) (Florida Council) 

Engineering Contractors Association of South Florida, Inc. 

Florida Limerock Institute 

Florida Transportation Builders' Association, Inc. 
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