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' EXECUTIVE OFFICE OF THE PRESIDENT
| BUREAU OF THE BUDGET

WASHINGTON, D.C. 20503

J

December 13, 1968

MEMORANDUM FOR MR. NIMETZ

Subject: DOT draft bill

We have just received the attached draft bill and
accompanying material from Alan Boyd which would
establish an urban mass transportation trust fund.

In ordinary course we would circulate the bill for
interested agency comments. Before we do so, do

you have any thoughts on whether it should be cir-
culated or on other aspects of its handling?

Wilf Rommel

Aﬁsis?ant Director for
Legislative Reference

Attachments




THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

DEC 13 1968

Honorable Charles J. Zwick
Director, Bureau of the Budget
Washington, D, C. 20503

Dear Mr. Zwick:

In my letter of October 17, 1968 summarizing the Department of
Transportation's program budget estimates and recommendations,
I indicated that the Department was at work on a major new mass

transportation program and promised that we would submit recom-
mendations to you shortly.

I am pleased to submit herewith a draft bill, "To establish an
Urban Mass Transportation Trust Fund and for other purposes'”,

a section-by-section analysis of the bill, and a detailed
justification of the proposals contained in the bill. Letters
to the Speaker of the House and the Vice President will be pre-

pared as soon as agreement has been reached on the program to
go forward.

In summary, the proposed legislation would:

l. Establish an Urban Mass Transportation Trust Fund
coterminous with the Highway Trust Fund;

2. Commit portions of the automotive excise tax to the

gradually increasing program: FY 1971 -
$300 million; FY 1972 - $400 million; FY 1973 - $500 -411lion andg
FY 1974 - $600 million;

3. Amend the Urban Mass Trans
advance acquisition of right-of-wa
of excess land for development by

agency for the purpose of recoupi

portation Act to (a) permit

Y and (b) permit acquisition
or through the local transit
Ng transit capital costs;

5. Modify the loan and

grant provisions of the A
them more flexible; and v s,



6. Increase capital grant funds not subject to the
12-1/2 percent limitation on the allocation to any State.

The Department does not consider the creation of an Urban Mass
Transportation Trust Fund and the earmarking of auto excise

taxes as absolutely essential to the substantive cobjectives of
the program. Our basic purpose here is to secure adequate
funding over a sufficient period to allow State and local
governments to prepare plans and make commitments that are

prerequisite to meeting their urban transportation development
ocbjectives.

Obviously a straightforward and logical approach would be four-
year contract authority supported by general fund revenues. We
have rejected this approach and recommend instead a trust fund
and earmarked revenues because the Congress has been consistently
unwilling to guarantee financing without the creation of a
mechanism that will guarantee the collection of needed revenues
and limit program obligations to the revenues available.

A variant of the contract authority -- ageneral fund approach would
be similar to that operative in the public housing program. Commit-
ments made during a stipulated period would be met by Federal

annual contributions extending over 40-50 years to service principal
and interest on local bonds, whether tax exempt or taxable. This
scheme would control expenditures, but it would not assure revenues,
Moreover, administrative expenses would be higher and surveillance

problems greater than under the proposed plan. The only advantage

of this variant would be reduced current outlays during the early
years of the program,

As to sources of revenue, arquments can be made for and against any
source that might be tapped to support the Trust Fund. A+ least the
auto excise tax has the advantages of being in existence already
(although it would have to be extended and increased in later years)
and of not diverting funds alreadv committed to the Highway Trust
Fund as "user charges". Moreover, the case can be made that improve-
ments in mass transportation substantially benefit auto users by
reducing highway congestion. Other possibilities considered were:

a. Gasoline tax -- substantiall

cent of tax) would raise the re-
quired revenues, but would encroach upon a revenue source that State

and local governments view as their own for financing highway con-

struction. 1In addition, as you know, the gasoline tax is watched
vigilantly by highway interests; in recent years even efforts to



increase the gas tax to complete +he Interstate System without

delay have falled totally.

b. Other new or existing taxes =~ gufficient revenues could
be earmarked from almost any existing or new tax but it would be
difficult to establish even the semblance of a user or beneficiary
relationship. This applies, for example, to a tax on electric
power, Most consumers of power, a3 such, would be totally unin-
terested in transit and no apparent relations
electric power consumption and public transit e

xpenditures.

It is possible that transferring the burden of the TOPICS and
Fringe Parking Programs to +he Mass Transportation Trust Fund
would weaken the opposition to commitment of the auto excise tax
as support for urban mass transportation programs. Heretofore,
highway interests have looked upon these programs as an encroach-
ment upon sources avallable to finance highway construction. But
this is highly conjectural. It igs also possible that acceptance
of the trust fund idea for mass transit financing, especially if
a trust fund should also be established #o finance airports and
air navigation facilities, would create support for a flexible
multi-purpose Urban Transportation Trust Fund (similar to trans-
portation block grants). Since this is also conjectural and is
+o be considered in the study the Department is undertaking in

connection with the 1970 Highway Needs Report, we have not
proposed it here.

The staff of the Department is available to discuss the proposal
with members of your staff. I look forward to receiving your
concurrence in the submigsion of draft legislation to the Congress.

Ssincerely,

signed Alan 3. Boyd -

Alan S. Boyd

Enclosures
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‘A BILL

To establish an urban mass transportation trust
fund and for other purposes.

Be it enacted by the Senate and House of ReEresentatives of

the United States of - America in Congress assembled, That the

Congress finds that the rapid urbanization and the continued
dispersal of population and activities within urban areas has
made the ability of all citizens to move quickly and chéaply

an urgent national goal; that new directions in the Federal
assistance programs for urban mass transportation are imperative
1Lf efficient, safe and convenlient transportation compatible with

soundly planned urban areas 1s to be achieved; and that success
will require substantially greater and assured Federal financial
participation to permit confident and continuing local planning,
and greater flexibility in prégram administration to conserve
scarce resources and to take account of widely varying local

conditions. It is the purpose of this Act to create a partner-

ship which permits the local community, through Federal financial

assistance, to exercise the initiative necessary to satisfy its

mass transportation requirements.
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TITLE I - URBAN MASS TRANSPORTATION
AMENDMENTS OF 1969

Sec. 10l. Section 3 of the Urban Mass Transportation Act of

1964 (49 U.S.C. 1601 et seq.), as amended, is amended to read as

follows:

"(a) The Secretary is authorized, in accordance with the pro-

visions of this Act and on such terms and conditions as he may
prescribe, to make grants or loans (directly, through the purchase

of securities or equipment trust certificates, or otherwise) to
assist States and local public bodies and agencies thereof in
financing the acquisition, construction, reconstruction, and
improvement of facilities and equipment for use, by operation or
lease or otherwlse, in mass transportation service in urban areas
and in coordinating such service with highway and other trans-
portation in such areas. Eligible facilities and equipment may
include land (but not public highways), buses and other rolling
stock, and other real and personal property needed for an efficient
and coordinated mass transportation system. No grant or loan shall
be provided under this section unless the Secretary determines that
the applicant has or will have (1) the legal, financial, and
technical capacity to carry out the proposed project, and (2)
satisfactory continuing control, through operation or lease or

otherwise, over the use of the facilities and equipment. The
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Secretary may make loans for_real property acquisition pursuant to
subsection (d) upon a determination, which shall be in lieu of the
preceding determinations, that the real property is reasonably
required in connection with a mass transportation system and that
1t will be used for that purpose within a reasonable period. No

grant or loan funds shall be used for payment of ordinary govern-

mental or nonproject operating expenses.

"(b) No loan shall be made under this section for any project
for which a grant is made under this section. However, lqans may
be made for projects as to which grants are made for.relocation
payments in accordance with section 7, and project grants may be
made notwithstanding the fact that the real .property involved in
the praject has been or will be acquired as a result of a loan
under subsection (d). Loans under this section shall be subject
to the restrictions and limitations set forth in paragraphs (1),
(2), and (3) of section 202(b) of the Housing Amendments of 1955,
except that the Secretary may provide for the waiver or forgiveness
of the payment of interest on up to 100 percent of any loan made
Lor real property acquisition under subsection (d) when, in his
judgment, waiver or forgiveness will further the objectives of
this Act and is in the public interest. Notwithstanding the
provisions of section 203 of the Housing Amendments of 1955, loans
may be made under this section only out of the urban mass trans-

portation trust fund established in Title II of this Act.
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"(c) No financial assistance shall be provided under this Act

to any State or local public body or agency thereof for the purpose,

directly or indirectly, of acquiring any interest in, or purchasing
any facilities or other property of, a private mass transportation
company, or for the purpose of constructing, improving, or recon-
structing any facilities or other property acquired (after the

date of enactment of this Act) from any such company, or for the
purpose of providing by contract or otherwise for the operation

of mass transportation facilities or equipment in competition with,
or supplementary to, the service provided by an existing mass

transportation company, unless (1) the Secretary finds that such

assistance is essential to a program, proposed or under active
preparation, for a unified or officially coordinated urban trans-
portation system as part of the comprehensively planned development
of the urban area, (2) the Secretary finds that suchlppogram, to
the maximum extent feasible, provides for the participation of
private mass transportation companies, (3) just and adequate com-
pensation will be paid to such companies for acquisition of their
franchises or property to the extent required by applicable State
or local laws, and (4) the Secretary of Labor certifies that such

assistance complies with section 13(c) of this Act.

- = . 'l-_m_ “.I u-
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"(d)(1l) The Secretary is authorized to make loans under this

section to States or local public bodies and agencies thereof to
pay the entire cost of acquisition of real property for use as
rights-of-way, station sites, and related purposes, on urban mass
transportation systems, including the net cost of property manage-
ment and relocation payments made pursuant to section 7. Repayment
of amounts loaned shall be credited to the urban mass transportation
trust fund. If a grant is made under subsection (a) for a project
involving real property acquired through a loan under this sub-
section, the grant proceeds may be applied against the loan. Each
loan agreement under this subsection shall provide for actual
construction of urban mass transportation facilities on acquired
rights-of-way within a period not exceeding ten years following
the fiscal year in which the agreement is made. Each agreement
shall provide that in the event acquired real property is not to
be used for right-of-way purposes, an appraisal of current value
will be made at the time of that determination, which shall not be
later than ten years following the fiscal year in which the agree-
ment 1s made. Two-thirds of the increase in value, if any, over
the original cost of the real property will be paid to the Secretary
for credit to the urban mass transportation trust fund.

"(2) The Secretary is authorized to make loans under this
section to States or local public bodies and agencles thereof to
pay the entire cost of acquisition of property adjacent to and

Ln reasonable proximity to existing or proposed rights-of-way,
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station sites, or other facilities, on urban mass transportation
systems, 1lncluding the net cost of property management aﬁd relocaf
tion payments made pursuant to section 7, where the use of the
property for development or redevelopment to a higher use 1is
anticipated, and its acquisition will enhance the ability of the
urban mass transportation system to serve the planned development

of the urban area. Repayments of amounts loaned shall be credited
to the urban mass transportation trust fund. If a grant is made
under subsection (a) for a project related to any real property which
has been acquired through a loan under this subsection,; the grant
proceeds may be applied against the loan. However, the cost of real

property which has been acquired through a loan under this sub-

section may not be included as an item in a project for which a

grant 1s made.

'"(A) When real property acquired pursuant to this

subsection 1s leased or sold, the lessee or purchaser shall
be obliged to operate or develop the property to the uses
and 1n the manner specified in the loan agreement, as
originally executed or subsequently modified; and the State
or local public body or agency thereof shall pay to the
Secretary, under terms and conditions prescribed by him,
two-thirds of the increase in value of the real property.

The increase in value shall be computed as follows:

"(1i) where the real property is sold before

the date of institution of new mass transportation

. .— .
B
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service on the right-of-way adjacent to the property,

the difference between that sale price, which must
be approved by the Secretary after appraisal, and the
cost of the property ﬁhen acquired by the State or
local public body or agency thereof; or

"(1ii) where the real property has not been sold
before the date of institution of new mass transporta-
tion service on the right-of-way adjacent to the

property, the difference between the appraised value

o e a1 m T

of the property at a time not later than three years |

after institution of new mass transportation service

and the cost of the property when acquired by the

State or local public body or agency thereof.

The appraisal shall take into account the effect on the value

of the real property of the anticipated mass transportation }
service and of the land use and zoning specified in the loan
agreement, and such other factoys as the Secretary may
prescribe.
'"(B) Amounts repaid shall be credited to the urban mass
transportation trust fund, and shall be used by the Secretary
to reduce the Federal share of the net project cost of any
grant under this Act which is made, or may be made, for a
project on the urban mass transportation system for which the
loan under this subsection has been made. The State or local

share of the increase in value of the real property shall be




applied first to reduce the State or local share of the net
- project cost of an? gfant under this Act which is made, oT
may.be made, for a project on the urban mass transportation
system for which the loan unde; this gubséctian has been
made. Any part of the State or local share of the increase
in value of the real property remaining after application
to the net project costs shall be held in reserve by the
State or local public body or agency.thereof until such

time as the Secretary determines that such public body or |

agency will not in the foreseeable future be the recipient :
of a capital grant under this Act. In the absence of this

determination, and in the event a capital grant under this

Act is made, the amount held in reserve will be applied to

reduce the local share of the net project cost. | :
"(3) Loans for the purposes described in subsections (d)(1)

and (d)(2) may be made independently, or concurrently, or concur-

rently with a loan or grant made under subsection (a)."
Sec. 102. (a) Subsection 4(a) of the Urban Mass Transportation

Act of 1964 (49 U.S.C. 1601 et seq.), as amended, is amended by

inserting the following immediately before the word "no" in the

first sentence thereof:

"and except for loans pursuant to subsection 3(d),".
(b) Section 4 of the Urban Mass Transportation Act of 1964

(49 U.8.C. 1601 et seq.), as amended, is amended by adding the

following new subsections:



"(c) To finance grants and loans and administrative costs
under this Act there is hereby authorized to be obligated not to
exceed $300,000,000 for the fiscal year ending June 30, 1971;
$400,000,000 for fhe fiscal year ending June 30, 1972; $500,000,000
for the fiscal year eﬁding June 30, 1973; and $600,000,000 for the
fiscal year ending June 30, 1974. Amounts authorized to be obli-
gated under this subsection shall be available for obligation
during the fiscal year for which they were first authorized and
shall remain available until obligated. There shall also be

avallable for obligation during any fiscal year such net additions

to the urban mass transportation trust fund as have been paid to 3
the Secretary as the proceeds of increased property value pursuant

to loans made under subsection (d)(2) of section 3.

"(d) There are hereby authorized to be appropriated, out of
the urban mass transportation trust fund, such amounts as may be

necessary to liquidate obligations incurred as authorized by

subsection (c)."
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Sec. 103. Section 7 of the Urban Mass Transportation Act of

1954 (49 U.S.C. 1601 et seg.), as ameﬁded, is amended to read as

follows:

"(a) The Secretary shall not make any grant or loan under
section 3 of this Act for any project which will cause the displace-
ment of any person, business, or farm operation unless he recelves

satisfactory assurances from the State or local public body or

agency that--

(1) fair and reasonable relocation and other payments
shall be afforded to displaced persons in accordance with
subsections (d), (e), and (£f);

"(2) relocation assistance programs offering the
services described in subsection (g) shall be afforded to
displaced persons; and

"(3) within a reasonable period of time prior to
displacement there will be available, to the extent that
can reasonably be accomplished, 1in areas not generally less
desirable in regard to public utilities and public and
commercial facilities and at rents or prices within the
financial means of the families and individuals displaced,
decent, safe, and sanitary dwellings, as defined by the
Secretary, equal in number to the number of and available

to such displaced families and individuals and reasonably

acce ssible to their places of employment.
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"(b) In order to prevent unnecessary expenses and duplication

of functions, a Stafe or local public body or agency thereof may
maké relocation payments or provide relocation assistance or other-
wise carry out the functions required under this chapter by
utilizing the facilities, personnel, and servides of any other
Federal, State, or local governmental agency having an established
organization for conducting relocation assistance programs.

"(c)(1) The Secretary shall approve, and include in any
agreement for é grant or loan made under section 3, the cost otf
providing the ﬁayments and services described in subsection (a),
except that notwithstanding any other law, the Federal share of
the first $25,000 of such payments to any person, dn~ag?ount of
any real property acquisition or displacement occurring prior to
July 1, 1972, shall be increased to 100 per centum of such cost.

"(2) Any agreement for a grant or loan made for a project
under section 3 before the date of enactment of this chapter with
respect to property which has not been acquired as of the date of
enactment of this chapter under anylsuch program shall be amended
to include the cost of providing the payments and services described

in subsection (a) with respect to such property.

"(d)(1) Payments for Actual Expenses.--ﬂpéu application approved
by the State or local public body or agency thereof, a persoﬁ dis-

placed by any project for which a grant or loan under section 3 has

been made may elect to receive actual reasonable expenses in moving

RSN )
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himself, his family, his business, or his farm operation, including
personal property.

'"(2) Optional Payments--Dwellings.--Any displaced person who
moves from a dwelling who elects to accept the payments authorized
by this subsection in lieu of the payments authorized by subsection
(d)(1) may receive--

"(i) a moving expense allowance, determined according
to a schedule established by the Secretary, not to exceed

$200; and

"(ii) a dislocation allowance of $100.

"(3) Optional Pazmﬁnts——Businesses and Farm Operations.--Any

displaced person who moves or discontinues his business or farm
operation who elects to accept the payment authorized by this
section in lieu of the payment authorized by subsection (d)(1),
may receive a fixed relocation payment in an amount equal to the
average annual net earnings of the business or farm operation, or
$5,000 whichever is the lesser. In the case of a business, no
payment shall be made under this subsection unless the State or
local public body or agency thereof is satisfied that the busilness
(1) cannot be relocated without a substantial loss of 1ts existing
patronage, and (2) is not part of a commercial enterprise having
at least one other establishment, not beilng acquired by the State
or by the United States, which is engaged in the same or simillar

business. For purposes of this subsection, the term 'average annual
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net earnings' means one-half of any net earnings of the business or
farm operation, before Federal, State, and local income taxes,
during the twn.taxable years ilmmediately preceding the taxable
year in which such business or farm operation moves from the real
property acquired for such project, and includes any compensation
paid by the business or farm operation to the owner, hlis spouse,
or his dependents during such two-year period.
"(e)(l) In addition to amounts otherwise authorized by this
Act, the State or local public body or agency thereof shall make a
payment to the owner of real property acquired for a project which
1s improved by a single-, two-, or three-family dwelling actually
owned and occupied by the owner for not less than one year prior
to the i1nitiation of negotiations for the acquisition of such
property. Such payment, not to exceed $5,000, shall be the amount,
Lf any, which, when added to the acquisition payment, equals the
average price required for a comparable dwelling determined, in
accordance with standards established by the Secretary, to be a
decent, safe, and sanitary dwelling adequate to accommodate the
displaced owner, reasonably accessible to public services and
places of employment and avallable on the private market. Such
payment shall be made only to a displaced owner who purchases and
occupies a dwelling within one year subsequent to the date on which
he 1s required to move from the dwelling acquired for the project.

No such payment shall be required or included as a project cost if
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the owner-occupant receives a payment required by the State law of

eminent damain which is determined by the Secretary to have sub-
stantially the same purpose and effect as this section and to be
part of the cost of the project for which Federai financial
assistance 1s available.
w(2) In addition to amounts otherwise authorized by this Act,
the State ar local public body or agency thereof shall make a
payment to any individual or family displaced from any dwelling
not eligible to receive a payment under subsection (e)(1l) which
dwelling was actually and lawfully occupied by such individual or
family for not less than 90 days prior to the initiaiion of
negotiations for acquisition of such property. Such payment, not
to exceed $1,500, shall be the amount which is necessary to enable
such person to lease or rent for a period not to exceed two years,
or to make the down payment on the purchase of, a decent, safe, and
sanitary dwelling of standards adequate to accommodate such i1ndi-
vidual or family in areas not generally less desirable in regard
to public utilities and public and commercial facilities.
"(f)(l) In addition to amounts otherwise authorized by this
Act, the State or local public body or agency thereof shall reimburse
the owner of real property acquired for a project for reasonable and
necessary expenses lncurred for (i) recording fees, transfer taxes,
and similar expenses incidental to conveying such property; (ii)

penalty costs for prepayment of any mortgage entered into in good
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faith encumbering such real property if such mortgage 1s on record
or has been filed for record under applicable State laﬁ on the date
of final approval of the location of such project; and (iii) the

pro rata portion of real property taxes paid which are allocable to

a period subsequent to the date of vesting of title in the State or
local public body or agency, or the effective date of the possession
of such real property by the State or local public body or agency
thereof, which is earlier.

"(2) No payment received under this section shall be con-
sidered as income for the purposes of the Internal Revenue Code of
1954, or for the purpose of determining the eligibility or the
extent of eligibility of any person for assistance under the Social
Security Act or any other Federal law.

"(g)(1) Each State or local public body or agency thereof
shall provide a relocatlon advisory asslstance program which shall
include such measures, facllities, or services as may be necessary
or appropriate 1n order--

"(1i) to determine the needs, if any, of displaced
families, individuals, business concerns, and farm

operators for relocation assistance;

"(i1) to assure that, within a reasonable period of
time, prior to displacement there will be avallable, to
the extent that can reasonably be accomplished, in areas

not generally less desirable in regard to public utilities
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and public and commercial facilities and at rents or prices
within the financial meéns of the familiesland‘individuals
displaced, housing meeting the standards established by the
Secretary for decent, safe, and sanitary dwellings, equal
in number to the number of, and available to, such dis-
placed families and individuals and reasonably accesslble

to thelr places of employment;
nw(iii) to assist owners of displaced businesses and
displaced farm operators in obtailning and becoming estab-
lished in suitable locations; and
"(iv) to supply information concerning the Federal

Housing Administration home acquisition program under

section 221(d)(2) of the National Housing Act, the small

business disaster loan program under section 7(b)(3) of

the Small Business Act, and other State or Federal programs

offering assistance to displaced persons.

w(2) Nothing in this chapter shall be construed to prohibit any
person from exercising any right or remedy available to him under
State law with respect to any action of a State or local public body
or agency thereof in carrying out this chapter.

'"(h) Notwithstanding any other provision of law, on and after
the effective date of this section, any Federal agency which acquires
real property for use in connection with a project for which a grant

or loan under section 3 has been made shall, in accordance with
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rggulations issued by the Secretary, provide the payments and
. services described in -subsections (a), (d), (e), (£), and (g).

When real property is acquired by a State or local public body or

agency for such a Federal project for purposes of this Act, the

acquisition shall be deemed an acquisition by the Federal agency

haviﬁg authority over such project.
w(i)(1) To carry into effect the provisions of this section,

the Secretary is authorized to make such rules and regulations as

he may determine to be necessary to assure--

n(i)  that the payments authorized by this section

shall be fair and reasonable and as uniform as practicable;

w(ii) that a displaced person who makes proper applica-

tion for a payment authorized for such person by this section

shall be paid promptly after a move of, in hardship cases,

be paid in advance; and

w(iii) that any person aggrieved by a determination as to

eligibility for a payment authorized by this section, OT the

amount of a payment, may have his application reviewed by the

head of the State or local public body or agency thereof

making such determination.

w(2) The Secretary may make such other rules and regulations

consistent with the provisions of this section as he deems necesSary

or appropriate to carry out this section.
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"(j) As used in this section--
(1) The term 'person‘ means--
'*(A) any_individual, partnership, corporation,
or association which is the owner of a business;
"(B) any owner, part owner, tehant, or share-
cropper who operates a farm;
n(C) an individual who is the head of a family; or
"(D) an individual not a member of a family.
n(2) The term 'family' means two or more individuals
living together in the same dwelling unit who are related
to each other by blood, marriage, adoption, or legal
guardianship.

"(3) The term 'displaced person' means any person who
moves from real property on or after the effective date of
this chapter as a result of the acquisition or reasonable
expectation of acquisition of such real property, which 1is
subsequently acquired, in whole or in part, for a project
for which a loan or grant under section 3 1is made, or as
the result of the acquisition for such a project of other
real property on which such person conducts a business or

farm operation.

"(4) The term 'business' means any lawful activity

conducted primarily--

"(A) for the purchase and resale, manufacture,

processing, or marketing of products, commodities, or

any other personal property;
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"(B) for the sale of services to the public; or
- "(C) by a nonprofit organization.
"(5) The term 'farm operation' means any activity con-

ducted solely or primarily for the production of one or more
agricultural products Or commodities for sale and home use,

and customarily producing such products or commodities 1in

sufficient quantity to be capable of contributing materially

to the operator's supporte

n"(6) The term 'Federal agency' means any department,

agency, OT instrumentality in the executive branch of the

Government and any corporation wholly owned by the Government."

Sec. 104. Section 15 of the Urban Mass Transportation Act of

1964 (49 U.S.C. 1601 gE_seq.), as amended, is amended to read as

follows:

wExcept for grants for relocation payments 1in accordance with

section 7, grants made before July 1, 1970, under section 3 for
projects 1n any one State shall not exceed in the aggregate 12 1/2
per centum of the aggregate amount of grant funds authﬁrized to be
appropriated under subsection 4(b), and gﬁant? and loans made on or
after July 1, 1970, under section 3 for projects in any one State
shall not exceed in the aggregate 12 1/2 per centum of the aggregate
amount of loan and grant funds authorized to be obligated under sub-
section 4(c). However, the Secretary may, without regard to these

limitations, enter i1nto contracts or agreements for grants and loans
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ynder section 3. aggregating not to exceed $50,000,000 (subject to
the total aduthorizations provided 1n sﬁbsect_ions 4(b) and 4(c))
with lecal public bodies and -agencies 1in States where more than

two-thirds of the maximum grants and loans permitted in the

respective State under this section has been obligated.™

Qec. 105. Nothing herein shall affect the authority of the

using and Urban Development to make grants, under

Secretary of Ho

the authority of sections 6(a), 9, and 11 of the Urban Mass

Transportation Act of 1964 (49 U.S.C. 1601 et seq.), as amended,

and Reorganization Plan No. 2 of 1968, for projects or activities
primarilly concerned with the relationship of urban transportation

he compre.hansively planned development of urban areas,

systems tO t

planning 1in overall urban planning,

or the role of transportation

out of funds appropriated +o him for that purpose.



TITLE II - | - |
_ URBAN MASS TRANSPORTATION

REVENUE ACT OF 1969
CREATION OF TRUST FUND

. . Th ] -
sec. 201 ere 1s hereby established in the Treasury of th
e
United States 4 trust fund to be known as the urban mass t
ransporta-

crust fund (hereinafter in this Act called the "trust fund")

tion
The trust fund shall consist of such amounts as may be appropriated
or credited to +he trust fund as provided by this Act.
TRANSFER TO TRUST FUND
Sel . 202. (a) Excise Tax on Automobiles.--There is hereby
appropriated to the trust fund, out of any money in the Treasury
not ut_he.rwise appropriated, amounts equivalent to the following

the tax received 1n the Treasury before July 1, 1974
J

percentages ol
,re attributable TO l1iability for tax incurred before

4061 (a)(2) of the Internal Revenue

of 1954 (tax on automobiles, etc.)--

(1) 30 percent of such tax received after June 30, 1970

and before January 1, 1971;

(2) 50 percent of such tax received after December 31, 1970
? ’

and before July 1, 1971;

(3) 66 2/3 percent of such tax received after June 30, 1971
I 3

and before July 1, 1972;

() 83 1/3 percent of such tax received after June 30, 1972
7 )

and before July 1, 1973;

(5) 100 percent of such tax received after June 30, 1973
3 .
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rhe amounts appropriated by this section shall be transferred at
jeast monthly from the g'E'—HE_ral fund of the Treasury to the trust
fund on the basis of estimates by the Sec-;retary of the Treasury of
the amounts, referred to in the preceding sentence, received 1in the
Treasury. Proper adjustment shall be made in the amounts subse-
quently transferred to the extent prior estimates werle€ in excess of

or less than the amounts required to be transferred.

--There are

(b) Additional AEpropriatians to the Trust Fund.

ropriated from the general fund of the

hereby authorized to be app

Treasury to the trust fund, as repayable advances, such additional

ired to make the expenditures referred to 1n

sums as may be requ

section 204.
MANAGEMENT OF TRUST FUND

In General.--It shall be the duty of the

Sec. 203. (a)

1d the trust fund, and (after con-

Secretary of the Treasury to ho

sultation with the gecretary of Transportation) to report to the
than the first day of March of each year on the

Congress not later

i tion and the results of the operations of the trust

financial cond
g the preceding fiscal year and on its expected condition

fund durin

during the current and next ensuing fiscal year, up

and operations

the fiscal year ending June 30, 1975. Such report

to and including

<hall be printed as a House document of the session of the Congress

to which the report is made.
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Investment «-- .
q I.t shall be the duty of the Secretary of the

(b)
rreasury to invest such bortion
of the trust fu ]
nd as is not, 1 1
. , 1n his
: ment, requi
judg ; quired to meet current withdrawals. Such investment
S

may be m in 1
y ade only in interest-bearing obligations of the United

. . . :
States or 1in obligatlions guaranteed as to both principal and

interest by the United States. For such purpose such obligations

may be acquired (1) on original issue at issue price, or (2) by

at the market price. The pur-

purchase of outstanding obligations

ich obligations of the United States may be issued

poses for wh
as amended, are hereby exte

nd Liberty Bond Act, nded

+he issuance at par of speclal obligations

under the Seco
exclusively

a1 obligations shall bear interest

guch specl

Secretary of the Treasury,

funde.

to the trust
taking 1nto

ermined by the

41t a rate det
average yield during the

month preceding

n the currell T

consideratio
+_bearing obligations

on marketable interes

+he date of
es then forming a part

£ comparable maturiti

rest one-eighth of one percent.

of the U

of the public Debt rounded toO the nea
i ssued only 1if the Secretary of

igations shall be

the Treasury d

of the United Sta or of obligations guaranteed as

tes,

obligations
to both Principal and interest by +he United States ol original

r at the market price, is not in the public interest.

fund pursuant to section 202(b) shall not




24

(c) Sale of Obligations.--Any leigation acquired by the trust

Fund (except specia]_. obligations issued exclusively to the. trust

£ the Treasury at the market

be sold by the Secretary O

fund) may
s may be ;edeemed at par plus

price, -nd such special obligation

saccrued intereste
t on, and the

roceeds. --The 1nteres

(d) Interest and Certain P
any obligations held in

proceeds f rom
the trust fund shall be credited to and form & part of the trust
fund.
EXPENDITURES FROM THE TRUST FUND
gec. 204 (a) yrban MasS Transgortation Programs.--amgunts in
the trust fund shall be ,vailable, 25 Pravide.d by appropriation Acts,
for making expendlture.s ro meet obligations of the United States
1970, for fiscal years 1971, 1972,

1974 under the yrban Mass$s Transportation Act of 1964

1601 et 539-) )

a1 adminls-

1973, and
ded (including gener

as amen

al Fund.--Advances made

(t) Re.payment of Advances from Gener
id with interest tO the

+ to section 202(b) shall De repa

gecretary of the Treasury

he Treasury when the
such

semiannually.
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LIMITATION ON EXPENDITURES

Sec. 205. The Secretary of the Treasury shall from time to
t+ime, after conéultation with the Secretary of Transportation,
estimate the amounts which will be available in the trust fund
(excluding repayable advances) to de.frajr the expenditures required

+o be made from the fund. The Secretary of the Treasury shall

advise the Secretary of Transportation whenever, after all other

expenditures required to be made rrom the trust fund have been

defrayed, the amounts qvailable in the trust fund (excluding

insufficient to defray expenditures

repayable advances) will be

required to meet obligations incurred under section 204(a).

Whenevef he is advised of any insufficiency, the Secretary of

Transportaticm shall, for the fiscal year affected, determine the

percentage which the amount remaining availlable is of the amount

Authorized to be obligated for that fiscal year under section 204(a)

and shall, by prorating using that percentage, determine the amount

which can be obligated 1n lieu of the amount which would be obligated

but Ffor the provisions of this subsection. Whenever the Secretary

of the Treasury determines that, after all other expenditures

required to be made from such fund have been defrayed, there will
be available in the trust fund (excluding repayable advances) amounts
sufficient to defray the obligations previously withheld under

cection 204(a) for any fiscal year, he shall so advise the Secretary

of Transportation who may then obligate such amounts.
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INTERNAL REVENUE AMENIMENTS

Sec. 206. (a) _' Subparagraph (A) of section 4061(a)(2) of the
Internal Revenue Code 6f 1954 (relating to tax on passenger auto-
.mobiles, etc.) 1is amended to read as follows:

"(A) Articles anumérated-in'subparagraph (B) are taxable

at whichever of the following rates 1s applicable:

T

If the article is sold-- The tax rate 1s--

B'e.fl:}re. January l} 1970----r------l-liiill-ll----l-- 7 Percent

During 1970l-lﬂlll'l--.llIlIIIIII‘II-'.II.IlII‘-llll 5 Percent

After December 31, 1970, but before July 1, 1974... 3 percent

The tax imposed by this subsection shall not apply with

respect to articles enumerated in subparagraph (B) which

are sold by the manufacturer, producer, or 1mporter after

June 30, 1974."

(b) Section 6412(a) (1) of the Internal Revenue Code of 1954

(relating to flooT stocks refunds on passenger automoblles, etc.)

is amended Dby striking out "January 1, 1972, or January 1, 1973,"

and inserting in lleu thereof "or July 1, 1974,

EFFECTIVE DATE

Sec. 207. This title shall take effect on the date of

enactment.
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SECTION-BY-SECTION ANALYSIS OF A BILL

Sec. l. This section declares it to be the purpose of the

Congress in enacting the bill that, in order to realize impor-

tant national goals, Federal assistance for urban mass transporta-

tion must be raised to Ssubstantially higher levels of participation,

with assured funding and greater program flexibility.’ This 1is

necessary to achieve efficient, safe and convenient transportation

compatible with soundly planned urban areas. The purpose of the

bill is to create a Partnership in which local communities may

exercise the initiatives to satisfy their mass transportation

needs, with Federal financial assistance.

TITLE I - URBAN MASS TRANSPORTATION
AMENDMENTS OF 1969

This title contains the substantive revisions to the Urban

Mass Transportation Act which are intended to Provide expanded

and improved program authority,

Sec. 101l. -- Amends section 3 of the Act which is the basic

authority for the Program of grants and loans for the acquisition,

construction, reconstruction and improvement of mass transportation

facilities and equipment.

the proposed sponsor must display,

Ssection is being made.



It permits the Secfetary to make loans for real property
acquisition under new subsection 3(d) upon a finding that the
loan is reasonably required in connection with an urban mass
transportation system and will be used for that purpose within
a reasonable time. He need not make the mﬂfe detailed findings
required by this section for grants and loans for other purposes.

3(b) -- This subsection presently imposes restrictions on the

making of loans and prescribes certain conditions on loans which
are made. As a general proposition, this subsection prevents
making both loans and grants for the same prajéct except where the
grant 1s made for relocation payments. The amendment adds another
exception, iL.e., a grant may be made for projects where the real
property involved has been acquired for right-of-way or developﬁentd
purposes through a loan pursuant to the authority added by the new
subsection 3(d).

The section is also amended to provide that loans are to be

made only from the trust fund established by section 201 of this

bill. Under the Act as originally passed, it was intended that

Ireasury borrowing, pursuant to section 203 of the Housing Amend-

ments of 1955, would be employed for this purpose; however, to date
under this scheme, no Treasury borrowing has occurred, and loans

have been made only from specifically appropriated funds.

intere
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acquisition. Otherwise the requirements concerning maturity date,
rate of interest and the like, which are those of section 202(b)(1),

(2), and (3) of the Housing Amendments of 1955, continue to be

applicable.

3(c) -- This subsection, relating to safeguards for operators

of private mass transportation companies, is unchanged by the bill.

3(d)(1l) -- This subsection is new and provides the authority
and mechanics for loans, out of the urban mass transportation trust
fund, to enable mass transportation systems to acquire rights-of-
way 1n advance of construction. Loans for this purpose may 1include
the costs to the locality of relocation payments and property
management ‘and will require a Secretarial finding that the proposed
acquisition is reasonably required for a mass transportation system
and that it will in fact be used for mass transportation facilities
within a reasonable period. Repayment of the loans (which can be
interest free for up to ten years) will be credited directly to
the urban mass transportation trust fund, for expenditure on grants
or other loans.

If a grant 1is subsequently approved for a project-invﬂlving any
real property acquired through a loan under this subsection, it may
be applied against the outstanding debt due to the Federal Government,
and may include the real PTOPerty costs as a project cost. In such
4 Case, the terms for loan repayment would be established so that

they would not prevent sufficient cash from being available to the

SPONsor to meet expenses under the project,



The loan agreement would provide for construction not later
than ten years after acquisition; but it is possible that proposed
rights-of-way might ultiméfely not be used fqr that burpose. If
and when such a detefminatinn 1s made, the Secretary would direct
that an appraisal be made to determine how much, if any, the
property has increased in value since acquisition. The Federal
and local agencies would share in any profit on a two-to-one ratio,
the ratio for sharing project costs. The Federal Government would
not share in losses in value of the property, however. Any amounts
due the Federal Government would be credited to the urban mass
transportation trust fund when paid.

3(d)(2) -~ This subsection, also new, provides the authority
and mechanics for another type of real property acquisition loan.
These loans would help mass transportation systems to acquire land
adjacent to rights-of-way for development or redevelopment for uses
which would contribute to the operational success of the system and
to overall comprehensive Planning objectives. The loans would also
permit increased land values to be realized by the public for use
in reducing both Federal and local shares of the net Cost of related

Project grants, Again, loans could include relocation and property

to and in pProximity to existing or pProposed mass transportation

rights-of-way, 1Ip Practice, it is contemplated that loans under




probably not occur but for mass transportation development. The
manner of repayment of the loan would be similar to loans under
subsection 3(d)(1). However, unlike that subsection, no project
underlying all or part of a grant could be approved where the
purpose 1is to use grant funds to liquidate a loan for this type of
acquisition.

The increase in value of the property would be shared by the
Federal Government and thé local agency in the familiar two-to-one
ratio, but the Federal Government would not share in any losses,
should they occur. If the Property 1s sold before initiation of
adjacent new mass transportation service, the increased value would
be the difference between the price at which the local agency
acquired the property and the price at which sold, provided the
Secretary is satisfied that the sale Price reflects a valuye con-
sistent with an appraisal which he will obtain. If the pProperty

1s still held by the local agency at the time new mass transportation

development or develop the Property itself), the local agency must

obtain an appraisal, under regulations of the Secretary, not more

than three years after service is initiated. The appraisal will be

conducted so as to glve full effect to the increase ip value which




has resulted from the advent of mass transportation, as well as

the land use and zoning specified in the loan agreement. The
difference between the acquisition cost to the local agency and
the appraiéed value would determine the increase in value, or profit.
Because any increase in land values may be attributed in whole
or i1n part to the new transportation service, the proceeds must be
used to reduce the net project costs of any grants which may be
made for the urban mass transportation system involved.
T'he Federal share would be applied to reduce the Federal share

of net project costs, and the local agency's share would be applied

to reduce 1its share of net project costs. If the entire local share

of land profits were not exhausted by application to existing grant

projects, the remainder would be held in reserve for a reasonable

period for application against net project costs of potential further

grant projects under the Act.

3(d)(3) -- This new

subsection makes it clear that the acqui-

sition loans under subsection 3(d)(2) may be made for use inde-

pendently (i.e., where right-of-way is already owned), or for use

concurrently with a loan for advance right-of-way acquisition under

subsection 3(d)(1),

or for concurrent use with Project loans or

grants under subsection 3(a).

Sec. 102. == The section would:

(a) amend section 4(a) of the
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of new section 3(d) in the case of land acquisition loans; and (b)

add a new subsection (c) to section 4 providing authorizations for
loans and administrative Costs, as well as grants under the Act
for fiscal years 1971-1974 and establishing contract authority.

The amounts authorized for appropriation, $300, $400, $500,
and $600 million, respectively, are equivalent to the amounts, based

on Treasury Department estimates, which the dedicated portions of

the automobile excise will produce for the urban mass transportation

trust fund created by Title II of this bill. The authorized levels

of $300, $400, $500, and $600 million would be avallable for
obligation in their full amounts during the fiscal year for which

first authorized and would remain available until expended. The

Secretary would be authorized to obligate these amounts through

loans or grant agreements. These obligations would be liquidated

by subsequent appropriations.

Sec. 103. -- Section 7 of

the Act, from the inception of the

urban mass transportation program, has made an adequate relocation

program a condition for receipt of capital grants. The Federal

In the Federal-aid Highway Act of 1968, the Congress enacted

significantly €Xpanded and liberalized relocation benefits for

Persons displaced by Federal

-ald highway construction. Inclusion
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of an amended relocation section in this bill which closely parallels
the provisions of the highway act reflect thé view fhat the con-
cepts are equally valid for urban mass transportation and should be

adopted, pending general Federal relocation legislation.

Sec. 104. -- Amends section 15 of the Act, which restricts the
aggregate of grant projects (other than relocation grants) 1n any
one State to 12 1/2 percent of the total amount authorized for this
purpose. The original legislation anticipated that some States
would experience serious inhibitions with this limit and, so, a
discretionary pool of $12.5 million was established to be available
for use in States which had previously received more than two-thirds
of the maximum grants. Notwithstanding this fund, a number of our
most populous States will soon be at a point where they can receive
no further assistance. Rather than alter the 12 1/2 percent ceiling
at this time, section 104 would increase the discretionary fund to

$50 million. The section as revised would also extend the basic

12 1/2 percent ceiling to the grants and loans made from the trust

fund for fiscal 1971-1974,

Sec. 105.

Section 1 of Reorganization Plan No. 2 of 1968
transferred to the Secretary the program authority under the Act.
But that section reserved to the Secretary of HUD authority to make

grants for or undertake such Projects or activities under sections

6(a), 9, and 11 of the Act (relating to research, development, and

demonstrations; technical studies grants; and grants for research

e i T T &
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"and ‘training in urban transportation problems) as '"primarlly concern
the relationship of urban transportation systems to the comprehen-
sively planned development of urban areas, or the role of trans-
portation planning 1in overall urban planning." It was contemplated
that such grants would be made out of appropriations to HUD.

Section 105 preserves that understanding and insures that the urban
transportation trust fund would be available only for grants 1in
furtherance of the functions of the Secretary of Transportation

under the Act.

TITLE II - URBAN MASS TRANSPORTATION
REVENUE ACT OF 1969

This title of the bill creates an urban mass transportation
trust fund, out of revenues provided by a certain portion of the
automobile excise, for all loan, grant and administrative costs

of the urban mass transportation program for fiscal years 1971-1974,

It shares many features of the highway trust fund.

Sec. 201 -- Establishes the trust fund.

Sec. 202(a) -- This subsection provides for the trénsfer to the

trust fund of specified amounts of the revenues attributable to the

automobile excise (section 4061(a)(2) of the 1954 Internal Revenue

Code). The amounts to be transferred are equivalent to amounts

which would be transferred if the excise were 1 1/2, 2, 2 1/2, and
2

3 percent, respectively, during fiscal years 1971, 1972, 1973, and
3 b

1974, according to Treasury Department estimates. The trust fund

reve 1
nues will be equal to the amounts authorized for Program pur

Poses 1n Title I of this bill.
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Because the trust fund and related program authorizations are

on a fiscal year basis while section 4061(&)(2) taxes accrue on a

calendar basis, and are collected quarterly, the operative language

ysed is such as will produce $300, $400, $500, and $600 million.

Although it is not expressed 1n terms of 1 1/2, 2, 2 1/2, and 3

the amounts are equivalent toO those

points on the automobile exclse,

percentages. (These trust fund receipts necessitate a change 1n

the presently effective rates of section 4061(a)(2), which 1s

accomplished 1n section 206 below.)

provide that +he trust fund may be

Sec. 202(b) -- In order to

fully operative at +he earliest time, although recelpts may lag,

thorizes the Treasury +o make advances to the

this subsection au

+o be repaid when receipts catch up with expenditures.

trust fund,

203 -- Prescribes how the trust fund is to be managed.

SecC.

(a) -- requlres annual reports to the Congress by the
gecretary of Transportation on the condition of the trust
fund.

(b) -- specifies that the trust fund corpus, beyond

+rhat needed for current PUrposes, must be invested and

specified how 1t may be invested.

(c) -- authorizes the sale and manner of sale of

obligations which the trust fund may acquire.

(d) -- requires that interest earned by the trust

fund shall be added to form a part of the trust fund.
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Sec. 204(a) -- Makes the trust fund the source for financing

all loans, grants, and administrative costs of the urban mass trans-

portation programs authorized for fiscal years 1971-1974,

" Sec. 204(b) -- Provides that the trust fund will be used to repay

general fund advances under section 202(b), if any, when the Secretary

of the Treasury deems approprlate.

Sec. 205 -- Is modeled after sectilon 209(g) of the Highway

Revenue'Act of 1956, the so-called "Byrd amendment'" to the legis-

lation governing the highway trust fund. ILts purpose is to provide

that a continulng review of the trust fund will be maintained and

that expendltures required to defray obligations will not out-strip

trust fund receipts. Under this section, the Secretary of the
to the amounts which will be

Treasury advises from time to time as

in the trust fund. If they are insufficient to meet

available
current obligations, the Secretary of Transportation must reduce

obligations on 4 prorated basise.

Sec. 206 -- This section makes the amendments to the Internal

Revenue Code which are required to extend the auto excise for the

needs of the +rust fund. That exclse, now at / percent, 1s

scheduled to drop to 5 percent during calendar 1970, 3 percent

during 1971, 1 percent during 1972, and to go out of exlistence on

December 31, 1972,

The tax would be extended through June 30, 1974, to coincide

with the trust fund. It would, just as now planned, drop to 5 percent
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£ | I. INTRODUCTION

This paper provides an explanation and justification for the Department's

1969 legislative proposal for Urban Mass Transportation.

The legislative proposal provides:

1. Contract authority for four years at the following. levels:

FY 1971 $300 million
11972 400 million
1973 500 million

1974 600 million

2. Establishment of an Urban Mass Transportation Trust Fund, with

revenues from the automobile excise tax earmarked in amounts equivalent to:

FY 1971 1-1/2 percentage points of the tax
1972 2 parcentaje points of the tax
1973 2-1/2 percentage points of the tax
1974 3 percentage points of the tax

3. New authority to make loans fo: advance acquisition of right-of-way
and for acquisition in excess of actual right-of-way needs.

4. Liberalization of relocation payments and increase in the pool of
funds not subject to the State limitation on capital grénts.

>. Retention unchanged of existing authorities for technical studies,

managerial training, university research and training, and research, develop-

ment and demonstrations.

The explanatory and justification material in this paper is arranged as

follows:

Chapter IT discusses the nature of the urban transportation problem

and the estimates of needed investment in new mass transportation
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IT. MASS TRANSPORTATION PROGRAM NEEDS

The Urban Transportation Problem

According to the U. S. Bureau of the Census, approximately four out of
every ten Americans lived in urban areas as we entered the twentieth
lqentury. By 1960 that proportion had grown to seven out of ten, and by
the year 2000 it is estimated that approximateiylgd percent of all
Americans will be living in urban aréas. It has also been estimated
that the Nation's entire-projected population growth of 150 ﬁillion in
the next 40 years-will occur in and around our.cities; this means that

our urban population will be about double today's number by the early

part of the 2lst century.

As the Nation's urban papulation has grown, there has been a corresponding
~growth in the demand for services, transportation being one of the mﬂét
significant. For example, in 1965 almost 75 million privately owned
autﬂmmbiles'were registered in the United States. If urban population
projections materialize and if current rates of auto ownership continue
there will be almost 75 million additional passenger cars in use in

urban areas alone by the year 2000. As the demand for transportation

has increased, it has been met, for the most part by increased auto
ownership and a new highway construction. The urban mass transportation
industry has experienced declining patronage and net revenues since

the end of World wWar II.



Since World War II, mass transportation has been in a cycle of increasing
costs, decreasiﬁg quality, aﬁd decreasing numbers of passengers (although
the decrease in passengers in the larger citieg has begun to level off

in the last few yeérs). This situation has both resulted from and

contributed to the increased use of private automobile transPortation.

Some of the reasons for the decline_inim§ss.E;ansPortation include:

—-— The general attractiveness to the public of the private automobile
as a mode of transportation, and the increasing affluence which has
allnwed_growing.numbers of consumers to purchase automobiles;
-- The dispersion of the. urban population's homes -- and fo an increasing
extent its jobs -- into low density suburbs, where mass transportation
has had less of a relative advantage and, in its conventional form, is
more difficult to provide than in the higher density cities;
The relatively large amounts of Federal funds which have been available
to support highway expenditures in urban areas ($2.2 billion in FY 1970) ,
most of it at a 90% Federal share, compared to the very small amounts
which only recently have been made available for mass transportation

($175 million in FY 1970) at a two-

that has affected seriously the decisions made by planners, local

government and local voters in the choice between highway and mass

transit solutions to the urban transportation problem;
The fact that mass transportation costs must be paid by the user

every time he rides a mass transportation vehicle,

user does not "feel" all his costs directly when he uses his car;

thirds Federal share -- a disproportion

whereas the automobile



ﬁf;- The regulatory and political pressure to keep mass transit fares low,
which has necessitated a decrease in quality (studies have shown that
mass transit users are generally willing to pay increased costs in order

to receive increased quality of service), though fare increases are

accepted most readily when service improvements are made first;

-— Limited advances in transit technology and management.

- Some of the adverse effects of the decline in mass transit include:

-— Growing difficulties for the great numbers of people who cannot afford
private automobile transportation or who ;annot use 1t readily (e.g.,
the aged, the young, and the handicapped) ;

-— Increased public costs for streets and highways to handle the
accompanying growth in automobile traffic, and an estimate by the

States of a doubling of that cost in the 1970's if present trends

continue;
—-— Continuing, frustrating and expensive congestion;

-— Further impetus to auto-oriented land development, which in turn,

reinforces the decline in transit.

Mass Transportation Capital Regquirements

The urban transportation studies that have been carried out in the large
urban areas in the past five years have generally concluded that mass

transit will continue to maintain a relatively constant ridership in

absolute terms, while continuing to decrease relative to automobile

transportation. These studies assume large capital inves:

‘ment for mass

transit in order to retain this position and avoid even greater investments

in other facilities.



These studies, and‘work that has been done in cities which have or are

considering rail systems, permit an estimate of capital requirements for

mass transit over the next 10 years.

A report prepared for HUD in 1966 by Paul H. Gerhardt developed an
estimate of $8.6 billion as the capital requirements for current, planned

and likely fixed rail systems for the 1966-75 period based on discussions

with planning bodies and transit companies.

The same report estimated $1.3 billion as the capital requirement for
bus systems. This is a reasonable estimate since the entire rolling

stock of all bus systems could and should be replaced for about this

amount over a l0-year period.

In evaluating these estimates, it should be noted that they were made

in 1966; current estimates would probably be higher. For example, the

price of San Francisco's BART system has already escalated more than

33% over estimates made when financing was arranged. Moreover, these

estimates are generally based on keeping ridership constant, rather than

increasing it. Other estimates have ranged up to $18 billion for the

10-year period.

Unless the Federal Government is prepared to foreclose any support for

the capital costs of fixed-rail systems, an estimate of about $15 billion

in total capital requirements for urban mass transportation systems over

the next ten years would be reasonable for policy-making purposes.
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Requests for capital assistance can be expected to total $3-4 billion

during the next five years and $7-10 billion over the next decade.

Research, Develapment and Demﬂnstragions

In addition to providing assistance for capital improvements, the
proposed program provides funding for undertaking a concerted

research, development and demonstration program. Such a program —-

already underway -- offers the only hope for finding immediate solutions

to such problems as cutting costs and improving service as well as

continuing the task of developing new systems for improved public transpor-

tation and proving their technical and market feasibility.

A substantial portion of an enlarged urban mass transportation program
would be committed to research, development and demonstrations. What

significant practical improvements are likely to be realized by

the time of expiration of the proposed trust fund if an accelerated and

expanded program is authorized? In all research there is a long time~-lag

between initiation of research and development and availability

of end-product. Advances that can be achieved by 1974 are, therefore,

almost entirely evolutionary improvements in bus-type mass transit

over urban streets and highways. Some innovative changes, however,

such as dual-mode transit can be moved toward final testing during

this period.



By 1974, through an augmented research and development program, means
could be available to arrest the decline in mass transit traffic

(1) by improving service for those who ride transit by choice and (2)

by providing new service and increased mobility for many of those for

whom available transpartatian is seriously inadequate -- the poor, the

aged, the handicapped and the socially or economically isolated.

The elements making up these improvements include advanced bus designs
that would permit, for example, easier boarding and dismounting through -
lower bus floors and wider and better doors. Increased comfort,

convenience and security for riders through improved interior design

and maintenance procedures should also be achieved.

Bus service could also be improved by expediting the flow of buses over
streets and highways by means of new traffic control systéms that give
preference to buses. Devices for giving buses preferential access to
freeways and improved techniques for routing and scheduling bus service
could be developed, tested and implemented experimentally. In addition,

dual-mode bus systems, at least partially automated on the line-haul

segment, could be brought under development and testing.

Unconvential bus service concepts involving neither fixed routes nor
fixed schedules could be fully developed, tested and implemented by 1974.
These involve both advanced computer-aided techniques for 'real-time'

response to variable and dispersed demand and institutional techniques for

satisfying special demands that are relatively consistent over time.



Advances in bus propulsion systems would improve the operating

: " performance of buses not only in terms of cost but also in terms of
reduced noise and air pollution. These improvements in propulsion,
coupled with increased bus usage, would aid in at least dampening the

current rate of increase in air and noise pollution in our cities.

Perhaps the most significant advances will be those that will lead
to better integration and coordination of all forms of urban
transportation. Better understanding of the functions of terminals,
particularly in central core areas and ma‘jor activity centers, will
lead to the development of improved terminal designs. Improved
designs and techniques for interchange of passengers, both within

a single mode and among modes, at points other than terminals should
also be accomplished. New bus shelters, both attractive and

economical, will improve passenger comfort and security during

waiting periods.

Several systems for moving large volumes of people relatively

short distances within terminals and major activity centers are

in prospect. These may well include moving sidewalks and capsule systems.

Central to most improvements in the integration and coordination
Oof urban transportation systems, however, is the development
of new and improved methods of planning and operating urban trans-

portation systems and their components. Much can be done to improve
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£ urban transportation through updating of regulatory framework, removing
economic constraints and providing incentives, instituting tax reforms
and reformihg political and educétional institﬁtions. Research will be
directed to exploring and ldentifying these possibilities so that they

can be considered by decision makers at all levels of government.

Longer range advances, particularly major innovations in technology,
cénnot be safely predicted. Research and development could be initiated
during this period on various concepts sufficiently defined to warrant
priority efforts. One or more small-vehicle, dual-mode concepts along
with re;ated communicatian_and control systems could be selgcted for
development. By 1974 some of these concepts should be sufficiently

‘advanced to permit choices for full scale development and introduction.

Available Resources

Transit industry finances. have been caught between rising costs and the
declining numbers of passengers, so that despite increases in fares, net

revenues have dropped precipitously, as the following table indicates:

1935 1945 1955 1965
(Millions)
Revenue passengers
carried 9,782 18,982 9,189 6,798
Operating revenue S681 $1,380 $1,426 $1,444
Net revenue (pre-tax) $146 $313 $149 $70

Caught in this cost-revenue Squeeze, the industry has cut depreciation

allowances too low to permit even adequate replacement, let alone moderni-

zation. Expansion obviously requires new funds.

g P ——————— X
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_ﬁ§~npparent capital needs clearly could not be financed from revenues unless
revenues were substantially increased. This could only be achieved in the

present circumstances by increasing fares and experience shows that while

revenues may be increased, traffic declines.

Moreover, political, legal, administrative and social cnnsiderations welgh
agaipst any significant increase in fares. Politically, an increase in
transit fares 1is always a difficult and lengthy process. In some cases

by the time a fare increase has run the gamut of State or local regulatory
processes, costs have moved forward to fhe point qf. requiring immediate
action to secure further fare adjustments. Last, but by no means least,

1s the fact that many transit riders (50-80% in most large cities) are

poor or near-poor (family income under $4,000), and an increase in transit
fares works an undue hardship on them; A 50% increase in fares, for
example, would average about 10¢/trip, or about $50/year more for commuting

(L.e., two trips a day, 5 days a week, for 50 weeks). This would represent

1.7% of a poverty-line income of $3,000.

Although the accrual of depreciation and amortization reserves will provide
some fare-box contribution to financing capital requirements over the next
decade, State and local governments will still be faced with the necessity
of choosing what kind of urban mass transportation facilities they need in
order to fulfill their development objectives and of prbviding substantial
financial assistance for the development of those facilities. But these

decisions will be made in a context of rapidly growing demands on State

and local resources from a number of sources.

—_—
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state and Local Financial Problems

Oone of the most obtrusive trends in public finance in post-war years

has been the persistent growth of State and local taxes, borrowings and
expenditures.  This has occurred because of rapid population increases,
particularly in urban areas, the long deferral of needed public invest-
ment in new and improved facilities at the State and local level, the
growing demand for better and more numerous public facilities and
services, and the rapidly increasing cost of providing for those needs.
As a result, State and local governments are experiencing fiscal problems
never before encountered, and the rigidity of their revenue system is
adding to the difficulty of the problem. The data in the following table

attempts to highlight and give perspective to these fiscal developments

during the period 1955-1966.
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Summary Data on State and Local Finance

(Dollars in Billions)

FY 1955  FY 1960 FY 1966
l. State and local expenditures ........... ~ $ 40.4 $ 61.0 $ 94.9
5 4 Sfate and 1loCal YeVeNUES .cccecececccoceses | $ 34.5 $.53.3 $ 84.4
3. OState and local tax revenueS s...eeeeee.. | 5 23.5 $ 36.1 $ 56.7
4. Total public debt .......0cveveeen. g $318?6 $356.3 $427.0
5. State and local public debt ...... e $ 44.3 s 70.0 $107.1
6. State and local public debt as percent | ;
of total (5%4) ......... “ &N EE AR e - 14% | 20% 25%
7. State and local outlay for capital
purposes:
(a) Total amoUNt ...veeeeeeeeecaonneenn $ 10.7 $ 15.1 $ 20.8 (1965) |
(b) Amount financed by Federal aid .... S .8 .$ 3.4 $ 5.0 (1965) %
(c) Percent of Federal aid uséd :
SO DOGRNONE o wowiney wmoes 3w b iasid 5 - 70% 87% 79% (1965)
8. Gross national product ......... & ¥ W R $398.0 $503.7 $743.3
9. Federal debt as a percent of GNP ....... . 69% S7% 43%
10. State and local debt as a percent of
GHE & cmnn v wwnin swas sEEE 5555 558 5 mm e 11% 14% 14.5%
11. Per capita debt outstanding (in dollars)
(a) Federa} R LT 1,660 1,591 1,633

(b) State and local ........ouoonnun... 268 389 547
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The data.sﬁow that State and local expenditures and reﬁenues have increased
by a factor of nearly 2-1/2 times within about a ten year period, but the
absolute gap'between revenues and expenditures has increased. Consequently,
State+and local debt outstanding has also increased by 2-1/2 times to over
$100 billion. Total Federal debt outstanding hés increased by only about
1.2 times within the same time, so that State and local debt has become a
much larger share of total public debt. This situation has developed even
though Federal aid for State and local capital outlays has increased six-
fold to over $5 billion a year; While Federal aid accounts for one-fourth

of State and local capital outlays, almost four-fifths of the Federal funds

were devoted to highways.

In fact State and local governments have been hard pressed to meet the
growing demands for public services. Forecast growth of urban population
clearly indicates that these demands will continue to increase and that
State and local governments will continue to be hard pressed to provide
necessary services for the forseeable future. A 1966 report to the
Subcommittee on Economic Progress of the Joint Economic Committee of the
U. S. Congress states that capital outlays by State and local public
agencies between 1966 and 1975 would require ﬁearly $328 billion. If
current financing practices continue, it is doubtful that State and local

governments can provide the urban facilities that will be demanded by the

huge future urban population.

e S0 S T —
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ﬁf? Several revenue sources now tapped by State and local governments could be
drawn upon more heavily. These include (a) various kinds of taxes, (b)
borrowing, and (c) grants-in-aid. A number of serious difficulties must

be considered, however, in determining the feasibility and desirability

of pressing harder on any of these sources.

a. Taxes

While State-local budgets have been rising at an annual rate of 8 percent,
the natural growth in the State-local tax base has beeﬁ less than 4 percent.
As a result it has already been necessary to seek new tax sources in order
to keep revenue yields abreast of steadily rising budget requirements. The

search'has been relatively unsuccessful, with greater and greater dependence

on borrowing the outcome.

According to the Advisory Commission on Intergovernmental Relations there

1s, on the average, unused tax capacity at the State and local levels, but
national and State aggregates conceal wide variations in both revenue
capabilities and expenditure requirements with critical deficiencies in

many localities. A recent study by the National League of Cities projects

an aggregate revenue gap for municipal governments alone of $262 billion

over the next 10 years.

b. Borrowing

The power of State and local governing bodies to borrow money is often

severely limited by law or even constitutional provisions. Only 9 States

accord their legislatures unlimited borrowing authority. In most other

States the amount that may be borrowed is limited by the State constitution,

Or by a requirement of electoral referendum approval, or by both. Most
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local governments are also restricted quite severely. The growing
pressure for capital improvements has driven many States and most local
jurisdictions to.look for ways of circumventing constitutional and
statutory restraints on borrowing. Reveﬂue bonds, special financing
%uthorities, public corporations, 1eaée - purchase agreements,and
reimbursement obligations have stretdhed borrowing power, but among'.

the consequences are higher interest costs and administrative complexities

which further increase the cost of capital improvements.

c. Grants-in-aid

slowly but steadily, the jurisdictions with superior fiscal capabilities

—- first the States and then the Federal Government -- have assumed a
responsibility for financing the Nation's domestic programs. This notwith-
standing the remarkable absolute increase in State and local government

expenditures shown in the previous table.

The Congress has recognized repeatedly that limited State and local

resources make Federal aid essential if many national objectives are to
be achieved equitably. The urban mass transportation assistance program

was grounded on this principle and the proposed expansion of the program

being made here is similarly grounded.
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d Pro osed Federal Program Levels

The_fipancial straits of the transit operators and the squeeze on resources
of State and local governments indicate that major improvements in urban

mass transportation can result only if the Federal Government provides
assistance. A substantial and sustained commitment of funds would serve as a
stimulus allowing State or local agencies to increase their attack on

urban mass transportation problems. Such support would also serve as

a catalyst for the implementation of urban development objectives dependent

on improved transportation service.

The Department of Transportation therefore proposes a four-year mass

transportation program at the following levels:

FY 1971 ~ $300,000,000
FY 1972 400,000,000
FY 1973 500,000,000
FY 1974 600,000,000

This compares to budget authority and obligations to date under the Urban

Mass Transportation Act of 1964 as follows:
(in millions of dollars)

Fiscal Year . Budget Authority Obligations
1965 $65.0 ' 59.8
1966 135.0 115.1
1967 130.0 133.1
1968 125.0 134.1
1969 175.0 177.4 (est)

1970 200.0 205.0 (est)

- e LR
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The gradually increasing levels proposed here will only begin to close
the gap between availéble funds and the level of needs. The proposed
program will:

1. Meet_the most iﬁmediate pressing needé, including an active
research and development program;

2. Provide some assurance to localities that Federal funds will be
available after the localities have gone through the long effort of
planning and obtaining bonding authority for the local share of major
mass transit projects. This kind of planning is not possible when the
program is funded on a year-to-year bagis and at fluctuating levels far
below the needs;

3. Give local planners and decision-makers alreal choice between
transit and highways by narrowing the gap between the level of needs and
the assistance available;

4. Provide sufficient time for analysis and studies of longer-term

overall urban transportation needs and problems and development of a

cohesive and consistent Federal program to meet these needs. Such a study

is already under development, and implementation will be facilitated by

simultaneous expiration of the mass transit and the highway programs.
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III. URBAN MASS TRANSPORTATION TRUST FUND

Backg;ound

In 1956 the Congress created the Highway Trust Fund to ensure avail-
ability of sufficient Federal financial assistance to the States for

carrying out a long range program of public investment in highways.

A review of the.cangressianal_hearings preceding enactment of the
Federal-Aid Highway BAct of 1956 shows, perhaps surprisingly 1in retfn—
spect, that there was no particular enthusiasm for a trust fund. The
famous Clay Committee set up by President Elsenhower in 1955 to develop
proposals for a new highway program and its financing had recommended
funding by means cf.revenue bonds to be'markgted by a Government corpora-
tion established especially for this program. The léading alternative
was to construct a system of toll roads with initial general fund
financing. Telling objections were raised against both of these schemes
and they were ultimately rejected. As study, investigation, and debate
continued, two primary objectives began to emefge and gain support:

One, to ensure sustained financial assistance to the States so that
advance planning and a continuous highway developmeﬁt process could be
achieved; the other, to ensure specific revenue to support the program,
to prevent the diversion of these revenueé to other purposes, and to
ensure at the same time that not more than these committed revenues
would be obligated for highway development thus retaining in the

Congress control over both the rate and the aggregate amount of Federal

investment in the Nation's highways.




s O

The success of the program of Federal financial assistance for highway
construction, embodied in the Highway Trust Fund as a framework for a
massive and long range public works activity, is unassailable. The

record of sustained expansion and improvement of the national highway

network is too obvious to require further documentation.

For essentially the same reasons, the Department of Transportation now
proposes that an Urban Mass Transportation Trust Fund be establiéhed
by the Congress. On balance, the trust fund appears to be the best
method of ensuring a continuing flow of Federal funds to assist urban

places wishing to revive, modernize and expand public transportation

services as one element of a program of urban development and redevelopment.

It is recognized that valid objections can be raised against the trust
fund 1dea as a method of providing Federal aid for financing local public
works. Such objections were raised in the course of the debate on the
1956 Highway Act and they will be raised again in connection with this
proposal. In 1956 the judgment of the Congress was that the benefits
conferred by the trust fund substantially outweighed its disadvantages.
The Department has reviewed the arguments and the alternatives, and it
has been unable to devise any alternative method which would afford as
many benefits and as few disadvantages. The basic purpose is the same

== to provide local public agencies engaged in transportation investment
planning with the same confident expectation that necessary Federal support

will be forthcoming as has made possible the effective planning and develop-

ment operations of State highway departments.
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General Study of Transportation Financing

.This does not mean that attempts to develop alternative methods of
financing should be abandoned. On the contrary, recognizing the com-
plexity of the problem and the need for better solutions, the Depart-

ment of Transportation is undertaking a comprehensive study of Federal

transportation'assistance programs and their financing.

This study is to be completed for consideration by the President prior
to the submission of the 1972 report on highway needs. It ﬁill look
Bearchiﬁgly'at‘r9venue sources and at existing schemes of Federal and
State financing of transportation projects. It will Consider the
financing capabilities of the States and cities in the light of their
present cammitments.-11t will attempt to devise and evaluate a number
of.new funding plans. The case for and against user charges, espécially
the commitment of user charges to specific program expenditures, will
Eg reexamined. The implications of block grants to the States and cities
(at least for transportation) will be explored. The desirability and
feasibility of requiring benefit cost analysis as a prerequisite to the

allocation of Federal funds for all major transportation investments

will be studied.

It may be noted also that establishment of an Airways and Alrport Trust

Fund is under active coﬁsideration. It is conceivable that by 1974 three
different transportation trust funds may be in operation. Well before
1974, therﬂfﬁre, 1t would seem appropriate to have considered carefully
whether these trust funds should be consolidated or perhaps abolished

.in favor of some-as—yet undeﬁiséd plan of financing that would have

greater flexibility from the standpoint of both Federal and local governments.
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Trust Fund to ‘be Temporary

For these reasons, the proposed Urban Mass Transportation Trust Fund
is initially limited to a term of four years. This would make its life

coterminous with that of the Highway Trust Fund.

The Urban Mass Transportation Trust Fund would undergird both the loan
and grant authorities of the Urban Mass Transportation Act. Somewhat
greater flexibility in their use would be permitted, but the existing
prohibition against Federal assistance in the form of both loans and

.grants for capital investments in a single transit development project

would be continued. These arrangements relate directly to land

acquisition proposals that are discussed in Chapter IV of this paper.

Financing

It is proposed that funds for the Urban Mass Transportation Trust Fund

be derived by commitment of portions of the Federal automotive excise

tax already in force. This tax, now scheduled to be reduced to 1 percent
on January 1, 1972, and to go out of existence on December 31, 1972,
would have to be extended through June 30, 1974 at a level of three
percent, but only the amounts shown elsewhere in this paper would be
transferred into the Urban Mass Transportation Trust Fund. These amounts

are predicated on an estimated yield of approximately $200 million per

percentage point of the tax.

The automotive excise tax is not now and never has been identified by the

Congress as a highway user tax. Recent congressional action scheduling the

T ——
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reduction and eventual elimination of the tax suggests that no such

assignment 1s contemplated.

This tax would be at least temporarily an ideal source of support for

urban mass transportation improvements. Undeniably a major beneficiary
of urban public transportation improvements is the highway user. The

reduction of congestion on the highways that may be expected to follow
from substantial improvements in public transportation will substantially
reduce operating costs of highway vehicles, expedité'highway travel in
u?ban areas, and reduce air pollution and noise -- all of increasing
concern to highway travelers, as to the populace at 1argé. An additional
virtue of the automotive excise tax as support for the urban mass trans-
portation assistance program.is that it respects and leaveﬁ untouched all
committed highway user taxes. The contribution of public transportation,
- I - . bﬁs lines to the highway trust fund in the form of fuel and other

taxes would not be diverted by the proposals set forth in this legislation.

Choice of Transportation

For many years now, Federal assistance for urban transportation improvements
has been available almost exclusively for highway construction (until 1964
Federal assistance was available only for highway construction). It is past

time that a long range program on a substantial and assured basis be offered

to our cities by the Federal Government.

There is substantial national interest in the vitality of our cities. Rural

areas, libzsrally assisted by the Federal treasury over many decades, are at
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least as dependent on the economic and social activities of cities

as cities éie dependent upon the countryside. To some extent mounting

problems of oui cities are aggravated by the shortcomings of our urban

transportation systems. City planning agencies and elected officials
must be encouraged to consider broad ranges of alternatives in trans-

portation systems, unbiased by unbalanced Federal assistance programs.

Oﬁly in this way can reasonable prospects of valid solutions be held

out, solutions which will provide not only improved transportation for

the affluent but also make available transportation to the old, the

handicapped, the véry'young, the poor and qthers who are either socially

or economically igolated,
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IV. OTHER PROVISIONS

advance Acquisition of Land:
AQVallLE A Tl

scarce resource. The difficulties of

Urban land 1s an increasingly
poth private real estate developers and public development agencies 1n

+he intended uses at reasonable prices

are well known and have bee

1iterature and the press.

space program in HUD .nd the outdoor recreation progran in

The open- _
ss in 1961 and 1965 respectively,

Interior,
have provided constructive assistance to local public agenciles toward
neeting some of their problems.

the States

The Federal-Aid Highway AcCtsS provide specific assistance to

to acquire land for future highway rights-of-way. The 1968 Act authorizes

gspecial funds in the form of interest-free loans for the purchase of land

pe needed not less than two nor more than seven years

anticipated to

of acquisition for the construction of federally aided

from the time

highways. The purpose af this authority is not only to economize On

highway costs generated by the steadily increasing price of land,

especially urban land, but even more important is the recognition it

gives to the unusually difficult right-of-way problems confronting

transportation. Land for schools, hospitals, and other public buildings

and even for playgrounds and parks, is seldom limited to a single discrete

site. More commonly, if a preferred site is unavailable, a nearby
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similar site can be substituted. In any event, the number of parcels

to be consolidated is ordinarily small. The long, narrov pands of land

r L 1 [ *
equired for ground transportation rights-of-way, however, constitute a

Often literally hundreds of parcels

special problem in land consolidation.
the substitution of one parcel for another 1s

must be acquired. Moreover,

sharply limited by problems of alignment and topography unless modern
rmance'stanﬂards and reasonable economy are

operating perfo
speculators

general corridor 1is adopted and becomes Known,

Finally, once a
can acgulre quick posseséion of key tracts and greatly increase public
costs, OF original owners can hold out DY litigation OT other tactics

r costs.

are the rare vacant tracts which in

ement if they can

urban areas offer greatest
r and reserved for later

pe taken 1in a timely manne

development.

isition problems of public transit moving on separated

ijcult than those which advance acquisition

The land acdqu
less diff

right-of-way are no
since the planning

Indeed;

-way 1S designed tO meet.

of highway right-of
) generally longer,

the Federal planning

e of local transit develop-

and the experienc
e highway departments; the

ess than that of Stat

ee loans to local

d authorize interest ! &

The proposed legislation woul

e e —

e up iurward to the day when urban

to be sacrificed.

The local public
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agency would be required to show (a) that a program for the development
of a unified or officially coordinated urban transportation system for

the area 1s under active preparation, and (b) that the right-of-way to

be at:quired can reasohably be expected to be used in the development of

such a system.

There are in the research and development pipelines novel systems of
urban transportation which may require exclusive rights-of-way of existing
rail transportation that are facing abéndcnment. Many railrogds are with-
drawing from the passenger service or are greatly curtalling service on
which suburban commuters have hereftofore relied. Occasionally, there are
singularly good.opportunities to acquire such routes or parts of such
routes for prospective modern rail rapid transit. Several such rights-of-
way exist in +he Metropolitan Washington area and one, the Washington and
01ld Dominion right-of-way, will be utilized both for highways and for rail
rapid transit. This authority will also be used initially to extend or

improve existing rights—-of-way or to make connections between two existing

rights—-of-way for greatly improved service.

In the long run, however, this authority is seen as an effective means

of anticipating and preventing the speculative withdrawal of land from

the market when it becomes clear that a mass transit system is being
planned for the community and the required corridors are identified.

Obviously, advance acquisition of right-of-way would have to meet tests

of reasonableness including the probable long term need of the property

for transit development and the consistency of the probable transit

development. with overall transportation and comprehensive plans being

developed for the area.




ExCessiLand Acquisition

Far— . c : :
More r-reaching 1n its potential impact on +he ultimate success of

the urban mass transportation assistance program 1S another application

this bill. This proposal would also permit

of the proposal contained in

d adjacent to stations, parking lots

gencies tO acquire lan

in excess of actual sgstem.needs.
ncurrently for uses not

local public a
This eXcesSS land would

and terminals

IC would be developed co

not be held idle.
re-

+ with the convenience and well peing of transit users £

inconsisten
TE ceuld pe acquired

eas.

enting fransi
r the development of a

qu
| 1 of a contract fO
ypon terms cimilar to those set forth

or it could be 1in conjunction

of right-of-way
S +ransportation facilities

. oct fOT gevelopment of mas

of the Act.

nt with cemprehensive plans prepared

o be consiste

area concerned and specified in the

d be undertaken by the transit

ovelopment coul

ommunity develepmeht agency, Or by

transit agency.
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sit system. This would help to ensure the consistency of this

gran

development with the Lplanning objectives to which the transit system

itself was designed. Armajor problem of transit (as of highways)

in large cities 1s that its installation +ends to generate a rate,

- capacity of the system.

of development this problem could be

This stimulating

employment and

variety of commercial and residential

ose favorablé developments and the resulting

tent that th

.re the result of it seems clear

public investment,

incremental values
elp defray the public expenditures

n valuesS should h

that increases 1
Custnmarily, +hese increases in values are

that give rise tO them.

private individ
ed legislation contemplates that these publicly

uals, and typically, by a very few such

The PropoS
14 be shared by the respective governments to help

fray these capital costs.



obviously thrgugh this devicg there is large potential .for'reducing
the net cost of esslential transit improvements to the taxpayers, both

 Federal and local. The funds recouped by the Federal Government

through this provision would help defray the ci:rét of Federal grants.

This prcaposal would be partic:ularly efficacious during the period in

whi'ch mass transportation is being modernized and_expanded. It has

ots on traffic nor regressive income effects

of the dampening effe
axeg Or higher trares. 1+ would reduce interest

none

+hat count

as well as taxX commitments, by reducing both

costs on borrowed funds

es of '"'net project cost". Undoubtedly it would

Federal and 1ocal shar

e the market for local geﬂeral revenue bonds sold to finance

1 agencies to take full advantage of this

y to permit loca

put rederal urban renewal legislation had to meet the same

and has done€ so with great success. In most jurisdictions,

i c purpose have been construed broadly in the public
interest and it 1S reasonable to assume that what the legislators will

authorize +he courts will sanction -- for a transit agency as well a
S

general urban redevelopment body.



P ort cecently released by the Washington Metropolitan Area

ansit authority estimates th 1114 |

& ' at $700 million worth of development

- will D? generated by the Washington metro system around 24 selected
transit stations in the Washington area. The consultant who prepared
the study further advised that +otal real estate values likely to be

generated in the neighborhood of all 80 stations could range around

$1 billion. He estimated further that WMATA could purchase around

150 acres in the neighborhood of the 24 highest potential stations for

prospective return to the Authority from

about $30 million. The

edevelopment of this land 1s, therefore,

ultimate development or I

profit from resale of +he land alone without

obviously ﬁery large.

e very 'substantial and could drastically reduce

redevelopment could b

costs an both local and Federal taxpayers.

+he burden of system

permit acquisition of excess

in reasonable proximity of essential transit property,

Excess 1and to be +aken would have to exhibit

would exercise project—by—praject review and approval.

of course, +hat some of t+he land acquired in advance

right—of"w*ély acquisitions. or even 1n eXCesSS land acquisitions, might

where a determination is made that the land i1s not to b
e

not be developed-

1 would be required. The difference between

used, 2 current appralisa
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isal J |
‘,ﬂrrent appra and the Original cost would be considered profit

+ would be shared by the

- Federal Government and the local public

pody in the ratio of two-thirds to one-fthi-rd. The local public body would

not be required to sell the land but would have to repay the interest-free

loan to the Federal Government, plus the Federal share of any "profit"

when the determination is made.

Excess land moving forward to development would be appraised (unless
a sale price had already been established) immedi.ately following the

date of the institution of new transit service and not more than three

years thereafter. Appraisal would be based on the value of the land

in its projected use and profit would be determined as the difference

between the appraised value or sale price and original cost. Again
e

he G rnment would be c.fedited with two-thirds of the profit, the local
+he Gove

public agency with one-third.

cruing to the jocal public agency on land operations would
profits ac

. + development. Thereafter the local public agency would
of translil

. red to use any remaining profit for additional transit
pe requl |

ovements or for systems extensions, if they are contemplated in the
impx

Federal policy would place emphasis on the continued

jmprovement of local public transit services.
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cection 15 of the Urban Mass Transportation Act of 1964 limits the
amount of capital graﬁts that can be.made in any State to 12-1/2 percent
of Ithe aggregate amount authorized to be appropriated. A safety valve
in the form of $12.5 million of free funds allocable at the discretion

of the Secretary is provided. At the present time the total authorized

is $865 million and the l1imitation is, therefore, $108.1 million. By

- the end of this year two States, Ccalifornia and New York, will have reached

this limit and the pool of free funds will be nearly exhausted. In terms

of applications pending r1linois is also approaching the ceiling.

—

On the basis of continulng discussions with city officials, it appears
n .
pable that developing transit plans 1in six.-additional States,
pro
(M ssachusetts ,Pennsylvanj_a, washington, Missouri, Maryland, and the
a

D.C metropolitan area)will also be in trouble. Under the

washington,

ative proposal here +he State limitation would become $331.1 million.

11 of the above states the Federal share of capital requirements,
a

the basis of preliminary estimates, would be dangerously close to or
on

apove this limit.

The PrQPDSEd legi

of unrestricted funds to a total of $50 million. This flexibilit.y is

highly desirable and should be authorized whether or not the total

1egislative proposal is considered favorably at this session of th
&

congressS.

slation would provide immediate relief by increasing the pool
00
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gprom 1itS inception, the Federal mass transportation program

has been required tO determine as a condition of grant awards, that
an adegquate relocation prograim is being carried on for families to

pe displaced by any Federally-aided mass transpar;ation project. 1In
addition, the jaw authorizes payments DY the Fedefal Government
(on a 100% pasis) to ;i.ndiv'iduals, families, businesses and other
institutions for moving expenses and other losses not otherwlse
compensated. amounts are€ 1imited to $200 for families and individuals,
$3,000 for others
it seems

and follows very closely the relocation requirements

This 1s +he most adv

+ransportation projects shoul

anced Federal legislation

d be

jess exacting than those applicable



