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The Honorable John R. Kasich
Chairman, Committee on the Budget
House of Representatives

The Honorable Connie Mack
United States Senate

As you requested, we are providing our analysis comparing what states received
under the Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA)
with what they might have received under the proposed Transportation
Empowerment Act (TEA 2). On October 2, 1996, you requested that we verify
the Federal Highway Administration's (FHWA) analysis of TEA 2. The
verification of FHWA's analysis proved difficult, however, because the
assumptions governing it were not documented, and at times FHWA officials
were not certain how the data were derived or what financial categories were
included.

Nonetheless, with the cooperation of and data received from officials in
FHWA's Office of Budget and Finance and Office of Policy, we corrected
problems with FHWA's analysis and identified data sources and assumptions to
use in our analysis. Our analysis is dependent on the assumptions inherent in
TEA 2, such as that all states increase their state gas tax by the same amount
that the federal tax is decreased. Our analysis is also based on the assumption
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that unpaid obligations from prior years are financed from federal fuel taxes,'
with the remainder of the tax revenues to be available to the states.

The results of our analysis and the accompanying assumptions are presented in
appendix I. We have also provided, as appendix II, that part of our analysis
that shows what is available for distribution to the states after past obligations
are paid off and funds go to the core federal program as proposed in TEA 2.
Since our analysis assumes that the total tax receipts equal the total outlays,
there is no expected impact on the federal budget.

We provided FHWA with draft copies of our analysis for review and comment.
We met with officials from FHWA's Office of Budget and Finance and Office of
Policy, who agreed with the reasonableness of the analysis' approach and the
appropriateness of the data used. '

We performed our work from October 1996 through February 1997. Please call
me at (202) 512-3650 if you have any questions.

[olle F Lt

Phyllis F. Scheinberg
Associate Director, Transportation Issues

'The federal Highway Trust Fund was established in 1956 essentially as an
accounting mechanism to finance the federal-aid highway program. When the
Congress established the fund, it also established a safety mechanism, referred
to as the Byrd Amendment, to ensure that sufficient funds would be available to
liquidate commitments at the end of each fiscal year. As revised by the Surface
Transportation Assistance Act of 1982, the Byrd Amendment permits the total of
the projected unpaid highway commitments against the trust fund at the close
of any fiscal year to exceed the end-of-year balance, as long as the projected
income for the following 2 fiscal years will be sufficient to cover the
commitments.
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APPENDIX 1 APPENDIA 1

Sources and Working Assumptions for KASICH-MACK Tables
(By column number)

General:

(2
®
(4)
(5)

(6)
@)
(@)

(©)

(10)

(am
(12)

All obligations made prior to FY1992 and unpald at the start of this analysis are paid as they come due. Unobligated authorizations for fiscal years prior to FY1992 are canceled.
All authorizatlons for the Federal Program under TEA 2 for FY1992-FY1997 are fully obligated. Full federal fuel excise taxes are collected in the transition years of 1992 and 1993,
and any excess taxes are distributed to the states as grants.

Highway Obligations are based on an FHWA report (LFO7M38A). This column includes all obligations subject to limitation except for those listed separately.
Numbers are net of the administrative deduction (varles by year) and the 1% planning deduction.

Net Discretionary allocations are from FHWA Apportionment Computation Tables. The FY97 numbers are not yet available so the FY96 values are used as a proxy.
Minimum Allocation numbers are from FHWA apportionment tables.
ISTEA Demo numbers are from FHWA O:_o.m of Fiscal Services. These numbers contain no multi-state funds nor demonstration project funding provided only by appropriation.

Federal Lands allocations are from FHWA Office of Policy's Quattro Pro spreadsheet for each fiscal year's allocations. Federal Lands includes funding for public tands, indian
reservation roads, parkways, and park highways.

Transit Obligations are from FTA and represent obligations from the transit account of the Highway Trust Fund

ISTEA TOTAL is the sum of columns (1) through (6).

Interstate Maintenance numbers are apportionments for each year based on full funding of the authorized amount, i.e., obligations=authorizations. Numbers are net of
the administrative deduction, which varles by year.

Interstate m:a@m numbers are estimated apportionments for each year that are calculated by using an FHWA estimate that 43% of the funding for the Bridge Replacement and
Rehabilitation Program Is for Interstate bridges. The apportionments are based on full funding of the authorized amount, i.e., obligations=authorizations. Numbers are net of the

R -1 R o YA -T-14
LI VaAlITo vy yoai.

Federal Lands allocations are from FHWA Office of Policy's Quatiro Pro spreadsheet for each fiscal year's allocations. Federal Lands includes funding for public lands, indian
reservation roads, parkways, and park highways.

Program Subtota! Is the sum of columns (8) through (10).

Potential State Obligations are the obligations In each year that could be financed by (1) any excess federal tax receipts that might be distributed to the states plus (2) state fuel
taxes if they were raised by an amount equal to any federal tax cut in that year. For 1992 and 1993, any federal fuel and truck tax receipts that are not required to finance outiays
for prior years' obligations and the continuing federal program are distributed to the states. In 1994, federal excise taxes on each fuel type are reduced to about 3.5 cents and to 2
cents therealter; truck taxes are maintained at their current rates. Existing Highway Trust Fund balances are not used to finance prior years' obligations; rather, those obligations
are pald from federal fuel taxes before any distribution or tax cut is calculated. As a result, this proposal is deficit neutral. The allocation of these potential obligations to the states
is based on the state's proportion of total tax recelpts in each year.

KASICH-MACK TOTAL is the sum of columns (11) and (12).

DIFFERENCE KASICH-MACK TOTAL MINUS ISTEA TOTAL is the difference between columns (13) and (7).
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APPENDIX II

ESTIMATED STATE OBLIGATIONS
Estimated Maximum Obligation Capacity of the States Based on Tax Distributions and Tax Cuts

Taxes Available for Obligation by the States
Potential State Obligations Based on Available Taxes

(342932)

6

Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

Tax
Receipts

3,824
10,896

9,595
17,595
19,565
20,645
20,094
20,502
20,912
21,213

Authorizations
= Obligations

14,050
15,600
18,050
22,000
22,500
22,500
21,250
21,000
21,250
21,500

Total Outlays

Tax Receipts

Less Total Outlays

Net Income

States' Starting Balance
Pius Net Income
Plus Interest

States' Ending Balance

Tax Receipts
Obligations (= Authorizations)
% Obligations > Taxes

Interest Rate on Balances

APPENDIX II
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
3,824 10,806 9,595 17,595 19,565 20,645 20,094 20,502 20,912 21,213
14,060 15,600 18,050 22,000 22,500 22,500 21,250 21,000 21,250 21,500
Outlays
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
2515 6519 2304 885 534 436 337 337 183
2792 7238 2558 983 583 484 374 374 203
3231 8375 2960 1137 686 560 433 433
3692 11537 3342 1003 634 568 486
3776 11799 3418 1026 648 581
3776 11799 3418 1026 648
3566 11144 3228 969
3524 11012 3190
3566 11144
3608
25616 9,312 12,774 15,510 19,789 21,082 21292 21,016 21,038 21,261
3824 10,836 9,695 17,595 19,565 20,645 20,094 20,502 20,912 21,213
2515 9312 12774 15510 19,789 21082 21,292 21016 21,038 21,261
1,303 1,584 (3,179) 2,085 (225) (436) (1,198) (514) (126) (48)
0 1363 3,104 24 2176 2,094 1,781 657 168 49
1,309 1,584 (3,179) 2,085 (225) (436) (1,198) (514) (1286) (48)
54 156 98 68 142 124 74 25 7 2
1,363 3,104 24 2,176 2,094 1,781 657 168 49 2
1992 1993 1994 1995 1996 1997 TOTAL 92-97
3,824 10,896 9,595 17,595 19,565 20,645 82,120
14,060 15,600 18,050 22,000 22,500 22,500 114,700
267% 43% 88% 25% 15% 9% 40%
0.0825 0.0725 0.065 0.06375 0.06875 0.06625 0.0625 0.0625 0.0625 0.0620
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