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INTRODUCTION

Because of the continuing demand for information concerning the financing of

Federal-aid highways, the Federal Highway Administration prepared a report describing

the basic process involved. This report, "Financing Federal-Aid Highways," was published

in January 1974 and was updated three times: "Financing Federal-Aid Highways--An

Amplification, July l974," "Financing Federal-Aid Highways--Revisited, July 1976," and

"Financing Federal-Aid Highways, May l979."

Enactment of Public Law (P.L.) 97-424, the Surface Transportation Assistance Act

(STAA) of 1982, on January 6, 1983, generated a need to revise the 1979 report. Thus,

this report has been written to incorporate the changes in the financing procedures

brought about by the 1982 STAA. In a few cases, "old" rules may still apply to already

authorized funds. However, all the financing provisions described in this report are

applicable to new authorizations beginning with Fiscal Year (FY) 1983.

As shown in the table of contents, the report follows the financial process from

inception in an authorization act to payment from the Highway Trust Fund, and includes

discussion of the congressional and Federal agency actions which occur throughout.

A glossary of terms used in this report is contained in Appendix A.
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CONGRESSIONAL PROCEDURES

The first step, and the most crucial, in financing the Federal-aid highway program is

the authorizing legislation, which is commonly called the highway act. (In 1982, highway

legislation was passed as part of the Surface Transportation Assistance Act.) This is not

necessarily true for all Federal programs, since for many, as explained later, a second or

appropriations act is of equal or greater importance to their financing sequence.

Hearings

As a springboard for drawing up authorizing legislation, Congress holds hearings on

the Federal-aid highway program, usually about 9 months to a year before new funding is

needed. The purpose of the congressional hearings is to give interested organizations,

citizens, Members of Congress, and the executive branch an opportunity to publicly

present their views on the future direction of the highway program. Testimony, oral or

written, may be by invitation or by request of congressional committees or at the

initiative of the witness.

The Surface Transportation Subcommittee of the Committee on Public Works and

Transportation in the House of Representatives and the Subcommittee on Transportation

of the Committee on Environment and Public Works in the Senate are responsible for

conducting hearings and for the subsequent drafting of highway legislation. The

jurisdiction of the House committee extends to mass transit and safety. In the Senate,

however, the Commerce, Science, and Transportation Committee handles safety while the

mass transit area comes under the Banking, Housing and Urban Affairs Committee. Trust

Fund or revenue matters fall in the purview of the House Ways and Means Committee and

the Senate Finance Committee.

Draft Bills

After the hearings are completed, the staffs of the subcommittees prepare their

respective versions of new highway legislation. Each of these drafts is often based on

information obtained during the hearings or on bills submitted earlier in that session of
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-3

Congress that were referred to the above named committees. The initial bills may have

been introduced in several ways, including:

1. Introduction by various Members of Congress who have an interest in the program.

Usually these bills concern only one facet of the program such as bridge replacement

and rehabilitation. However, some propose comprehensive changes in the program.

2. Introduction of a comprehensive Administration (executive branch) bill prepared by

the Department of Transportation. The Administration's bill is often introduced "by

request," signifying that the sponsors in Congress were asked to introduce it and do

not necessarily endorse all provisions of the bill.

3. Introduction of a comprehensive bill sponsored by the chairman or top-ranking

members of the full committee or subcommittee combining the views from several

sources. This bill often serves as the basis for the hearings and goes on to be used as

the primary document in preparing the draft legislation.

It is important to keep in mind that the Senate and House work independently on their

separate highway bills, each with its own schedule for hearings, committee meetings, etc.

Not until a conference committee reaches agreement (discussed below) is there a single

highway bill.

Committee Action

The subcommittees then "mark up" (amend) the staff-prepared draft bills by adding

and dropping provisions and by compromising on any controversial provisions. When a bill

is finally voted on favorably by the subcommittee, it is submitted for approval to the

parent committee--the Environment and Public Works Committee in the Senate and the

Public Works and Transportation Committee in the House.

The full committee considers the bill, alters it, or if it desires, prepares its own

version, although the latter is rarely done. Once voted upon and approved by the entire

committee, the bill, usually entitled the "Federal-Aid Highway Act of 19XX (where XX is

the year of passage), is sent, "reported out" to the full chamber of its respective body of

Congress.y Accompanying the bill, when it is "reported out," is a committee report

l/ Although there are additional steps between committee approval and consideration on
the floor of Congress, such as passing through the Rules Committee in the House,
they do not affect the typical flow of a highway bill and are omitted for brevity.
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-4

which expands upon the legislative language in the bill and is used by the executive branch

and the courts to determine congressional intent. There is a committee report for the

Senate bill aid the House bill.

Floor Action/Conference Committee

On the floors of the House of Representatives and the Senate the bills are debated,

amended, and voted upon. Assuming both the Senate and House bills are passed by their

respective bodies and contain different provisions, which they usually do, a conference

committee is formed to reconcile the differences and arrive at a mutually acceptable

compromise. Members of the conference committee are formally appointed by the

Speaker of the House and the Presiding Officer of the Senate, based on recommendations

from the committee chairmen. The conference committees are thus comprised of

members from both the House and Senate committees that have jurisdiction over the

areas encompassed by the bill.

The conference committee discusses the merits of the different proposals, airs the

disagreements, and arrives at a satisfactory compromise. It is worthwhile to mention that

the conference committee deliberations, the mark-up sessions of the full committees and

subcommittees, as well as the initial hearings, are usually open to the public.

Enactment

Upon agreement in conference, the bill is sent back to each body of Congress for

final passage. Accompanying the conference bill is a conference report, which, like the

committee reports, expands upon the legislative language. Amendments to conference

bills are usually not permitted--they must be voted on in their entirety exactly as

presented by the conferees. When the bill has passed both the House and Senate in

identical form, it is transmitted to the President for his signature.

Although the above discussion is admittedly simplified, it does reflect the principal

steps in the congressional process. It is recognized that the conferees may not be able to

reach agreement (as happened in 1972), that the President may veto the highway bill, etc.

However, it is beyond the scope of this report to describe every possible deviation

entailed in making a bill become law. It is sufficient to state that digressions do occur.

Figure 1 displays the typical process described above.
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CONGRESSIONAL PROCEDURES
(SIMPLIFIED, TYPICAL PROCESS I

HOUSE OF
REPRESENTATIVES

V

PUBLIC HEARINGS

SURFACE TRANSPORTATION
SUBCOMMITTEE

SUBCOMMITTEE BILL

COMMITTEE BILL

HOUSE BILL

%
PRESIDENT

SENATE
TESTIMONY BY THE EXECUTIVE BRANCH,

MEMBERS or comsness, INTERESTED

ORGANIZATIONS,ETC., BEFORE THE PUBLIC HEARINGS
APPROPRIATE SUBCOMMITTEES

PREPARATION OF DRAFT BILL BY STAFF
OF SUBCOMMITTEE. BILL DISCUSSED,
AMENDED, VOTED ON BY FULL
SUBCOMMITTEE. SENT TO FULL
COMMITTEE.

SUBCOMMITTEE BILL DISCUSSED,
AMENDED, AND VOTED ON BY FULL

COMMITTEE. SENT TO THE FLOOR OF

THE APPROPRIATE HOUSE OF CONGRESS

FLOOR ACTION—DEBATE, AMENDMENT,
PASSAGE OF BILL BY THE HOUSE OF
REPRESENTATIVES AND THE SENATE.

ANY DIFFERENCES?

TRANSPORTATION

LSUBCOMMITTEE

SUBCOMMITTEE BILL

COMMITTEE BILL

SENATE BILL
IT

I

g
8

3~-<

MEMBERS
CONFERENCE SELECTED BY
COMMITTEE CHAIRMEN OF

FULL COMMITTEES

CQNFERENCE COMPROMISE
REACHED BY
CONFEREESBILL

sofa HOUSES
OVERRIDE VETO? FLQQR ACT|Q|\| DEBATE, PASS"1 CONFERENCE BILL

START OVER
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Title 23 of the United States Code

As new highway acts are passed, Title 23 of the United States Code is amended. The

United States Code (U.S.C.) contains the Federal laws which have been codified or

arranged in a systematized manner. Title 23 of the Code is titled "Highways" and

embodies most of the laws that govern the Federal-aid highway program. These laws

embody substantive provisions that are considered permanent and need not be reenacted

in each new highway act (Title 23 does not contain requests for studies, special projects,

etc.). Each highway act specifies which sections of Title 23 are to be amended, repealed,

or added. The code, thus, contains only those provisions presently in effect at the

direction of Congress.

For various reasons, certain substantive provisions have not been incorporated into

Title 23, but remain in effect as still valid sections of previous acts. Thus, Section 108 of

the Federal-Aid Highway Act of 1956 is the source law for Interstate System

authorizations, and Section 203 of the Federal-Aid Highway Act of 1973 remains the

source law for the railroad-highway crossing safety program, etc. In addition, codifica

tion into Titles is not practiced governmentwide. For example, the Urban Mass

Transportation Act of 1964, as amended, is still the primary source law for the major

Federal mass transportation assistance programs.
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FEDERAL-AID HIGHWAY ACT

The congressional procedures described in the previous section relate to the consider

ation of Federal-Aid Highway Acts, the legislation of greatest importance to the Federal

aid program. These acts, often known as authorizing or substantive legislation, are

distinct from appropriations acts which will be discussed later. Highway acts are passed

periodically, when they are needed, and the most recent one was included in the

comprehensive Surface Transportation Assistance Act of 1982 (STAA of 1982), signed into

law January 6, 1983.

Highway acts range from a stop-gap funding bill such as the one enacted October 15,

1982, to major multiyear bills, such as the STAA of 1982. Although they may vary in

scope, highway acts will generally contain one or hmore of the following elements:

(1) authority to start new programs or revise existing ones; (2) special requests; and

(3) specific funding (authorizations) for the many categories of highway assistance. The

STAA of 1982 (P.L. 97-424) contained five Titles: I--Highway Improvement Act of 1982;

II--Highway Safety Act of 1982; III--Federal Public Transportation Act of 1982;

lV--a. Commercial Motor Vehicle Safety, and b. Commercial Motor Vehicle Length

Limitation; and V--Highway Revenue Act of 1982.

Programs

It would be useful at this point to clarify the meaning of "program" as it is used in

this report. First, "Federal-aid highway program" is an umbrella term generally referring

to all activities funded through the Federal Highway Administration (FHWA) and

administered by the States‘ highway or transportation agencies. Second, the term

"program" is used to refer to one of the many components that make up the overall

Federal-aid highway program. Each program is separately funded. For example, within

the Federal-aid highway program there is specific funding for a bridge replacement and

rehabilitation program, a primary program, an Interstate program, an Interstate 4R

program, etc.

In addition there are many important activities that do not have separate funding but

are eligible under one or more of the programs. For example, Federal-aid highway

program funds can be spent for replacement housing, preliminary engineering, fringe and
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corridor parking, etc., since they are eligible activities under several programs. Because

the legislation does not single out these activities for specific funding, they are not

considered programs in the financial sense of the term as used in this report.

Program Changes

As pointed out earlier, highway acts, such as the STAA of 1982, are the primary

instruments used by Congress to shape and redirect the Federal-aid highway program.

This can be accomplished in the following ways (illustrations are from the STAA of 1982

and are only examples):

1. Adding new programs. The Motor Carrier Safety Assistance program receives

specific funding from FY's 1984-1986.Z/ Ten demonstration projects, each

directed toward particular localities, are authorized.2/

2. Eliminating programs. The Connector Primary Demonstration Project is

repealed.§-/ Further funding of the Access Highways to Public Recreation Areas

on Certain Lakes is not provided.

3. Modifying characteristics of programs. The apportionment formula for the

bridge replacement and rehabilitation program is changed to reflect replacement
5/

and rehabilitation needs and unit costs.— Interstate 4R improvements made

with primary funds are financed at a 90-percent Federal share.é/

4. Modifying requirements. Truck weight limits are set at 80,000 pounds gross,

20,000 pounds per single axle, and 34,000 pounds per tandem axle on the

Interstate Systeml/ Maintenance sanctions can be applied to smaller

governmental units within States rather than entire States.§/

Z
_/

1
/

5
/

_5
_/

§/
1

/
§/

P.L. 97-424 (STAA of 1982), Section 402.

Ibid, Section 131.

Ibid, Section 105(b).

Ibid, Section 121.

Ibid, Section 117.

Ibid, Section 133.

Ibid, Section 114.
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Requests and Exceptions

Congress often will write sections into legislation that will contain special requests

for studies to be conducted by the Administration. Studies are often the result of an

impasse among Members regarding the best solution to a problem or a lack of sufficient

information to formulate a policy. The 1982 STAA requires the Secretary of Transporta

tion to be responsible for completing 18 studies. One of these, for example, will be a

study of alternatives to the tax on the use of of heavy vehicles.2/

Congress also occasionally makes one-time modifications to programs, which do not

change the character of the program but actually provide exceptions to the law, usually

for the benefit of a particular project. For example, Sections 127 and 128 of the STAA

of 1982 permit projects which normally would not be classified as Interstate completion

projects to be included in the Interstate Cost Estimate (ICE). The special exemptions

were designed to make these projects eligible for Interstate construction funds; otherwise

the source of their funding would have been the Interstate 4R program as it is for other

projects of this type.

Authorizations

The third group of provisions in highway acts, the funding of the highway programs,

relates most directly to the subject of this report. Federal-aid highway acts have

traditionally been the vehicle for providing funds, termed "authorizations," for the

Federal-aid highway program. It is these authorizations that spell out the amount and

purpose for which Federal-aid funds for highways are to be expended and lead directly to

the financing procedures of the program.

Appendix B-1 lists the programs authorized by the 1982 STAA and the amounts

provided for FY's 1983-1986.

2/ Ibid, Section 513(g).
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FEDERAL-AID FINANCING PROCEDURES

Authorizations

The authorizations contained in highway acts are the amounts of funds that the

Secretary of Transportation, acting through the Federal Highway Administration, can

obligate on behalf of the Federal Government. They are the upper limits on the commit

ments that the administering agency can incur. Critical to understanding the financial

aspects of the Federal-aid highway program is a knowledge of when these commitments

can occur. A discussion of budget authority and contract authority is of particular

importance to this understanding.

Budget Authority. The license to proceed with Federal programs is generally called

budget authority. Most Federal programs require a two-step process to implement a

program. The initial step is the congressional passage of authorizations. This, in itself,

does not permit the program to begin but only sets an upper limit on the program. The

program may start, i.e., the authorizations may be used, only after passage of a second

piece of legislation, the appropriations act. In this second act, the Congress will usually

appropriate an amount to be used for the program that could be less than, and cannot

exceed, the amount contained in the authorizing legislation. It is at this point, through

the provision of appropriations, that the program may proceed. In other words, "budget

authority"--the approval to spend, loan, or obligate money--has been granted through the

appropriations act. Figure 2 shows the typical procedural steps for these appropriated

budget authority programs.

Contract Authority. Most programs within the Federal-aid highway program, do not

require this two-step authorization-appropriation process to commit or obligate Federal

funds. Through what is termed "contract authority," which is another type of budget

authority, sums authorized in the Federal-aid highway acts are available for obligation

without an appropriation action. The use of contract authority, first legislated in the

Federal-Aid Highway Act of 1921, gives the States advance notice of the size of the

G
e
n
e
ra

te
d
 f

o
r 

g
u
e
st

 (
Li

b
ra

ry
 o

f 
C

o
n
g

re
ss

) 
o
n
 2

0
1

5
-0

4
-1

0
 1

9
:2

4
 G

M
T
  
/ 

 h
tt

p
:/

/h
d
l.
h
a
n
d
le

.n
e
t/

2
0

2
7

/i
e
n
.3

5
5

5
6

0
2

1
3

2
6

2
6

9
P
u
b
lic

 D
o
m

a
in

, 
G

o
o
g

le
-d

ig
it

iz
e
d

  
/ 

 h
tt

p
:/

/w
w

w
.h

a
th

it
ru

st
.o

rg
/a

cc
e
ss

_u
se

#
p
d
-g

o
o
g
le



-11

7 ” 4- _

Appropriated Budget
Authority Programs

Authorization
Act

Appropriation
Act

I
Apportionment

or Allocation

Total Budget Unobligated
Authority Balance

I

Obligations
I

General Fund

I

PaY'“°"t
I I

or Trust Fund I

Figure 2
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Federal-aid program (as soon as an authorization act is enacted) and eliminates the

uncertainty contained in the authorization-appropriation sequence. The financial

procedures for contract authority programs are shown in Figure 3.

To have contract authority, a highway program must meet two criteria. First, it

must be encompassed in Chapter 1 of Title 23, or its authorizing language must refer to

Chapter 1. The primary wording conferring contract authority states that authorized

sums be "apportioned" (divided among the States) by a specified date and "On or after the

date (of apportionment) . . . the sums apportioned . . . shall be available for

expenditure. . . ."ig-/

The second requirement for contract authority is that the program must be financed

from the Highway Trust Fund. This link between the Fund and contract authority

programs has existed only since passage of the Congressional Budget and lmpoundment

Control Act of 1974. Because one of the main purposes of that Act is to control Federal

spending, it seeks to reduce the number of programs that receive budget authority prior to

passage of appropriations acts--the legislation by which Congress annually meters

spending. Obviously, contract authority programs, such as the Federal-aid highway

program, bypass this appropriations process. Congress recognized this but realized that

some of these programs require advance knowledge of the size of future funding

commitments to operate smoothly from year to year and further that such funding is

available because the source is a user-related dedicated tax rather than general revenues.

Thus, the Budget Act permits several exceptions to the standard two step process. One of

these is for programs whose new budget authority is derived from trust funds, 90 percent

or more of whose receipts are user-related taxes.-li/ The Federal-aid highway program

falls into this category since it is supported by the Highway Trust Fund. Here the

connection was established between the continuation of contract authority for the

program and the existence of the Fund.

E/ 23 U.S.C. 118(a)---Section 118(a) of Title 23.

2/ P.L. 93-344, Section 401 (d)(l)(B).
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Contract Authority Programs

Authorization
Act

Apportionment
or Allocation

Total Contract
Authority

Obligations

Unobligated
Balance

Appropriation
Act

FTgure-3

Liquidating Cash
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Reimbursable Program

To have a basic understanding of the financial procedures of the program, it is

essential to know that the Federal-aid highway program is a reimbursable program; that

is, the Federal Government only reimburses States for costs they have incurred. The

authorized amounts distributed to the States represent a line of credit upon which States

may draw as Federal projects are advanced. (The commitment of the apportionments or

allocations is done in a step called "obligation," which is discussed later.) No Federal cash

is disbursed at this point. The States generally start the Federal projects using their own

money, i.e., they provide front-end financing for projects and receive cash for the Federal

share of the project's cost only as the work is completed.

The remainder of this chapter will discuss, step-by-step, the procedures in

distributing authorized amounts to the States.

Deductions

Before the authorizations are released, two deductions are made. The first of these

is a statutory allowance of "not to exceed 3 3/4 per centum,"E/ for administering the

provisions of Title 23 of the U.S.C. and for conducting certain research. The law in this

instance is flexible and although 3 3/4 percent may be deducted, the amount for the last

several years has generally been less as the full deduction has not been necessary to

administer the program.

This administrative deduction is used to pay the salaries of FHWA employees,

reimburse travel expenses, pay for supplies, etc., and is also used for FHWA-sponsored

contract research on highway construction, planning, design, etciy Research financed

from these administrative funds is supplementary to that carried out by the States as

discussed below.

The "not to exceed 3 3/4 percent" deduction is made from most of the authorized

sums that are to be divided among the States.

Administrative funds for other programs are sometimes contained in separate

authorizations, as is the case for the highway beautification program. The highway safety

L2] 23 u.s.c. l04(a).

13/ 23 U.S.C. 307(a) contains the permissible research activities.
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program contains a provision which permits administrative deductions of "not to exceed

5 percentum"H/ of the sums authorized.

The second deduction is used to finance the urban transportation planning activities

mandated by 23 U.S.C. 134. This deduction is equivalent to one-half percent of the

remaining authorizations of system funds (i.e., primary, secondary, urban, Interstate,

Interstate 4R) after the first deduction is made and is distributed to the States by its own

apportionment formula.B/ In total, the deductions for administration (for example,

1 percent in FY 1984) and urban transportation planning (one-half percent) leave

approximately 98 1/2 percent of the funds authorized to be divided among the States.

Although these are the only two deductions applied programwide, other funds may be

withheld or are reserved for particular purposes. The 1982 STAA required that $200

million of the authorizations for the bridge replacement and rehabilitation program be

reserved for allocation by the Secretary.1—6/ Also, $300 million of Interstate construction

funds are set aside annually for the Interstate construction discretionary fund.-1-U

Apportionments and Allocations

Subsequent to the above deductions, the FHWA apportions, or divides, the remaining

portion of the sums authorized for the various programs among the States. The

apportionments are based on several formulas prescribed by law. For example, urban

system funds are apportioned to each State according to its percentage of the Nation's

urban area population (places of 5,000 or more persons), Interstate system apportionments

are based on the relative share of the cost to complete the System, etc. Appendix C-1

contains a list of apportionment formulas.

g/ 23 u.s.c. ao2(¢).

Q/ 23 U.S.C. 104(f)(1) and (f)(2). Funds are apportioned to each State according to its
percentage of the Nation's total urbanized population.

g/ 23 u.s.c. l44(q)(2).

g/ 23 u.s.c. 11a(¢).
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At the time of apportionment if a State is in a penalty situation, a part of its

apportionment may be withheld until the State comes into compliance with the law. For

example, up to 10 percent of a State's primary, secondary, and urban funds may be

withheld if more than 50 percent of the motor vehicles are exceeding

55 miles per hour.E/ Some penalties involve withholding an entire apportionment for a

program. For example, all of a State's Interstate apportionment may be withheld if the

State's weight laws for trucks on Interstate highways are not consistent with the Federal

law.l—9/
I

Apportionments are generally made on the first day of the fiscal year, October 129/

At the time of an apportionment, certificates, denoting the sums deducted and the exact

amount of each apportionment, are issued by FHWA. It is through these certificates that

the States are officially notified of the opportunity to request ,that the Federal

Government obligate funds for the subsequent repayment of debts incurred by the

State.Q/ Again, it is not cash which is apportioned; it is only new authority to incur

obligations or additions to a State's available line of credit.

Most, but not all, funds are distributed to the States in this manner. Some funding

categories do not contain a legislatively mandated apportionment formula. ln these cases,

the sums are to be divided among the States at the discretion of the Secretary of

Transportation. These discretionary or administrative divisions are called "allocations."

Funds for such programs as Emergency Relief, Interstate Discretionary, and Bridge

Discretionary are allocated. Appendix C-2 contains a list of allocated programs.

18/ P.L. 97-35, Section 1108.

12/ 23 U.S.C. 127.

E/ 23 U.S.C. 104(b).

For funding categories without contract authority, States may obligate the
apportioned funds only to the extent that sums are provided in the Appropriation
Acts. 23 U.S.C. 104(e) requires the Secretary of Transportation to give at least
90 days advance notice of the sums to be apportioned. However, this notice is for
planning purposes only and does not constitute the granting of the ability to incur
obligations.

Q/

_- -_
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g

Earmarking

Federal highway legislation requires that certain sums be earmarked (set aside for

special uses) once apportioned to the States. One and one-half percent of the major

system and bridge apportionments can only be used for highway planning and research

activities.Q/ These amounts are available to the States to conduct State-sponsored

research and statewide planning activities. They may also be used to supplement the

previously mentioned one-half percent urban transportation planning funds.

Individual categories may have mandatory conditions. For example, beginning in

FY 1984 at least 40 percent of a State's apportionment for the primary, secondary, and

urban systems must be used for resurfacing, restoration, rehabilitation, and reconstruction

work on these systems.§-/ Other earrnarkings are not required but may be made at the

State's option. A State can elect to use an extra one-half percent of certain

apportionments for highway planning and research activities.%/ Another one-half

percent of certain apportionments may be used at the State's discretion for education and

training of State and local highway department employees.§/

Availability

When new apportionments or allocations are made, the amounts are added to the

program's unobligated balance of funds from previous years, (e.g., new primary funds are

added to the existing balance of unobligated primary funds). This situation arises because

Federal-aid highway funds are available for use, i.e., available for obligation for a

specified number of years. Their availability does not terminate at the end of the fiscal

year as is the case with many other Federal programs.

Q/ 23 U.S.C. 307(c)(2). Interstate, Interstate 4R, primary, secondary, urban, and bridge
are the programs whose funds are earmarked for highway planning and research.

23/ P.L. 97-424, Section 105(d).

24/ 23 U.S.C. 307(c)(3). The optional one-half percent for highway planning and research
is earmarked from the primary, secondary, and urban apportionments.

2_5/ 23 U.S.C. 321(b). The optional one-half percent for education and training is

earmarked from the primary, secondary, and urban apportionments.
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The Interstate construction funds are available for 2 years. They are apportioned on

October 1, 1 year in advance of the beginning of the fiscal year for which they are

authorized,2—6-/ and they remain available until the end of the fiscal year authorized.

Interstate 4R funds are also apportioned 1 year in advance although they remain available

for 4 years (see Figure 4).2-7-/

Federal-aid funds for use on other than the Interstate System are apportioned on

October 1, the first day of the fiscal year for which they are authorized.g§/ Most of

these non-Interstate construction funds are available "for a period of three years after the

close of the fiscal year for which such sums are authorized. . . ."2-2-/ Thus, they are

available for 4 years (see Figure 4). Appendix B-2 lists the categories for which new or

continued authorizations were provided by the 1982 STAA and their availability.

Should a State not obligate a particular year's apportionment within the period of

availability, the authority to obligate any remaining amount of that apportionment

lapses--it is no longer available.-3-EV No cash need be returned to the Federal Government

since there was never any cash disbursed. An exception to this lapsing provision is sums

apportioned for Interstate construction, Interstate 4R, and Bridge Replacement and

Rehabilitation. Any of the Interstate construction funds still unobligated after 2 years

are withdrawn from a State, but may be allocated to other States which have used up

their own Interstate apportionment and still have projects ready to go. Thus, Interstate

construction funds do not lapse but may be reassigned to other States. The Interstate 4R

funds, which might lapse after 4years, would be similarly redistributed.fl/ In the

E/ 23 U.S.C. 104(b)(5)(A). Interstate construction funds may not be apportioned until the
Interstate Cost Estimate is approved by Congress.

2_7/ 23 u.s.c. l18(b).

@/ 23 u.s.c. 104(1)).

;_9_/ 23 u.s.c. 1l8(b).

guy Ibid.

g/ Ibid.
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unprecedented event that bridge funds are unused after 4 years, they also would be

reapportioned by the Secretary.3—2/

Transferability

The level of authorizations reflect Congress‘ relative priority among the many

Federal-aid funding categories, and the apportionment formulas are intended to reflect

the relative needs of the States for each authorization. Yet it is impossible to arrive at

an amount of funds for each program, within each State, that precisely reflects the actual

needs. To provide for flexibility in the use of specific sums, Federal law permits transfers

to be made among certain funds.

Primary/Secondary/Urban. Funds apportioned to the Federal-aid primary system may be

transferred for use on the Federal-aid secondary system and vice-versa. However, the

amounts transferred may not increase or decrease the original apportionment for such

system by more than 50 percent.-Ey This effectively limits the amount which can be

transferred to 50 percent of the smaller of the two apportionments.

Primary system and urban system apportionments may be transferred from one

category to the other in the same manner.&/ The law does not provide for direct

transfer from the urban system to the secondary system or vice versa and also prevents

any indirect transfer between the two systems during a yeanfi/

All of the above transfers may be made upon request of the State highway agency and

approval by the Secretary of Transportation and the Governor of the State, with the

exception that urban system funds allocated to urbanized areas of 200,000 or more

population may not be transferred without the approval of the local officials of such

3_2/ 23 u.s.c. l44(e).

13/ 23 u.s.c. 104(¢)(1) and (d)(l).

33/ 23 u.s.c. 104(c)(2) and (d)(2).

3_5/ 23 u.s.c. 104(c)(2).
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urbanized areas.-2-Q Within the urban program in a State, attributable allocations from

urbanized areas of 200,000 or more population may be transferred to another urbanized

area in the State or to the State for use in any urban area at the request of the Governor

and with approval of the affected local officials and the Governor.3—7/

Safety Programs. Transfers may also be made among the following safety programs:

Highway Bridge Replacement and Rehabilitation, Hazard Elimination, and Rail-Highway

Crossings. Not more than 40 percent of the amount apportioned to a State may be

transferred. However, up to 100 percent of any of the above apportionments may be

transferred if a State shows, and the Secretary agrees, that the purposes of that program

have been achieved.3—8/

Interstate/Interstate 4R. A State may transfer an amount equivalent to the cost to

complete of open-to-traffic Interstate segments from its Interstate construction funds to

its Interstate 4R funds. No more than 50 percent of a State's Interstate construction

apportionment can be transferred in a fiscal year. Subsequent estimates of Interstate

construction costs will be reduced by amounts transferred.3—9/

Figure 5 illustrates the possible transfers.

Obligations

The term "obligation" has been used frequently. An obligation is a commitment of

the Federal Government to pay, through reimbursement to the States, the Federal share

of a project's eligible cost. The commitment is made when FHWA approves a State's

proposal to use part of its total apportionment or allocation on a particular project. The

5/ 23 u.s.c. 104(c)(2).

3_7/ 23 u.s.c.1s0.

3/ 23 u.s.c. 104(9).

2/ 23 u.s.c. l19(d).
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Transferability
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FHWA Division Administrators have been delegated the authority to enter into these

contractual agreements for reimbursement on behalf of the United States Government.

Obligation is a key step in financing; obligated funds are considered "expended" even

though no cash is transferred. This is illustrated by the fact that funds are protected

from lapsing when they are obligated.@/ Incurring an obligation is similar to the use of a

credit card. The holder of the card is obligated to reimburse the credit card company

when a purchase is made. Although no cash has changed hands, the money is as good as

spent when the holder signs the charge receipt. Likewise, the Federal Government must

eventually provide the cash to reimburse the States, once an obligation is made.£-1-/

Hence, obligation is the key step in the financing process which can be controlled by

the Federal budgeting process. If such controls are necessary, they are usually achieved

by the imposition of limitations on the program obligations (discussed later).

Federal Share

With a few exceptions, the Federal Government does not pay for the entire cost of

construction of Federal-aid highways. Federal funds are normally "matched" with State

and/or local government funds to account for the necessary dollars to complete the

project. The Federal share is specified in the legislation authorizing the program.

Interstate System and safety construction projects are normally funded 90 percent

Federal/10 percent State, bridge projects at a 80/20 ratio, and most other projects at a

75/25 ratio. States with large amounts of Federal lands have their Federal share of

certain programs increased in relation to the percentage of their total land area that is

under Federal control.Q/ Appendix B-2 shows the Federal share payable for the programs

authorized by the STAA of 1982.

@/ 23 U.S.C.11B(b).

51/ 23 u.s.c. 106(3).

g/ 23 u.s.c. 120 and 144.
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I

I

I
I Reimbursement

As mentioned previously, the Federal-aid highway program is a reimbursable

program; what is apportioned to the States is not cash but the authority to incur

obligations. It is up to the States to provide the initial cash to get a project underway.

The project need not be completed, however, before the State begins to receive

reimbursement. Depending upon the type of project, the time elapsing from obligation to

reimbursement can vary from a few days to several years. Progress payments are

permitted as long as a project agreement has been executed pursuant to 23 U.S.C. 110.

The payments must not exceed the Federal share of the total cost incurred for work done

up to the date of the voucher.

Therefore, the normal sequence of events is:

1. Work done by a contractor.

2. Payments to the contractor by the State.

3. Vouchers by the State to the FHWA division to review and approve.

4. The FHWA regional certifying officer certifies the State highway department's claim

for payment.

5. Transmission of certified schedules to the regional office of the Treasury via the

FHWA regional office.

6. Federal share of the project cost transferred directly from the Treasury Department

to the State's bank account via electronic fund transfer except in a few instances

where a check is issued to the State.
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LIMITATION ON OBLIGATIONS

The foregoing discussion has described the routine procedures for financing Federal

aid highway programs that have contract authority--authorizing legislation, apportion

ments, obligations, and reimbursements. Because of contract authority, the flow of these

program funds is not directly affected by the annual appropriations process. But this very

benefit which permits a smooth and stable flow of Federal aid to the States can be a

disadvantage to overall Federal budgeting. A major function of the appropriations process

is to assess the current need for and effect of Federal dollars on the economy. The

appropriations process has been the traditional way to control Federal expenditures on an

annual basis. But the highway program, with multiple-year authorizations and multiple

year availability of funds, is exempt from this annual review. The question arises--how

can the Federal-aid highway program be covered under annual Federal budget decisions’?

The answer in recent years has been to place a ceiling, or limit, on total obligations

that can be incurred for Federal-aid highway programs during the year. By controlling

obligations annually, it is believed that the program may be made more responsive to

prevailing economic policy. Yet, a limitation does not affect the scheduled

apportionment of Federal-aid highway funds upon authorization or the eventual obligation

of those funds in that or future fiscal years.

Operation

A limitation on obligations acts as a ceiling on the sum of all obligations within a

specified time period, usually a fiscal year. Because of multi-year availibility and the

varying obligation rates among States and programs, it would be difficult administratively

to keep track of a ceiling placed on the use of a particular fiscal year's apportioned funds

(e.g., FY 1984 funds). Thus, a limitation is placed on obligations that can take place

within a certain fiscal year, regardless of the year in which the funds were apportioned.

Figure 6 illustrates the relationship between availability of apportionments and the

time period of a limitation. As shown, a limitation on obligations for FY 1985 would apply

only to the sum of obligations during that 12-month period and not to the total amount of

FY 1985 apportionments that may be used. Under a FY 1985 limitation individual States

could be using their non-Interstate FY's 1982-1985 apportionments Interstate 4R

FY's 1983-1986 apportionments, and/or their Interstate FY's 1985-1986 apportionments
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depending on the status of individual program balances. Table 1 exemplifies an actual

limitation on obligations as applied to the highway program during FY 1983.

Table 1

FY 1983 Limitation on Obligations
(In millions of dollars)

Unobligated Balance* $ 5,179

New Apportionments/Allocations** M34
Total Apportionments/Allocations Available 15,713

Limitation (Obligational Authority)*** M
Amount Not Available for Obligation in FY 1983 $ 3,338

* All Federal highway contract authority programs except Emergency Relief, 402

Highway Safety Grants, Accelerated Bridges, State-of-the-Art Construction
Demonstration, Union Station Parking Facility, Woodrow Wilson Bridge, High Volume
Facilities Demonstration, Alaska Highway, and Minimum Allocation.

** Summary of Federal highway contract authority in the Federal-Aid Highway Act of
1982 and program authorizations in the 1982 STAA (not including the exempted
programs listed above) available for apportionment or allocation in FY 1983.

*** P.L. 9a-a

At the beginning of FY 1983, unobligated balances of prior authorizations for all

contract authority programs covered by the limitation totaled $5.179 billion nationwide.

New apportionments/allocations for FY 1983 for these programs equaled

$10.534 billion, part released in October as result of the Federal-Aid Highway Act of 1982

enacted October 15, 1982, and part from the 1982 STAA enacted January 6, 1983. This

provided a total of $15.713 billion that could potentially be obligated in FY 1983, if all

balances were exhausted by the end of the year. However, Congress decided that this

level of activity would jeopardize overall Federal spending goals and thus limited

obligations to $12.375 billion, leaving $3.338 billion of apportionments/allocations to be

carried over for use in future years.
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The FY 1983 limitation is divided among the States based on each State's relative

share of the apportioned and allocated Federal-aid highway programs for FY 1983.£/ The

law provides for a redistribution on August 1, 1983, of the obligation ceiling from those

States unable to obligate their full ceiling to States that are able to obligate more than

their ceiling permitted.%/ It is important to recognize that the distribution and

redistribution of the individual State ceilings do n_ot constitute a grant or retraction of

apportioned and allocated sums. A State already has received apportionments or

allocations as a result of authorizations in highway acts; the limitation relates only to how

much of the State's total unobligated balance of apportionments/allocations may be

obligated during a given year. The unobligated balance of apportionments or allocations

that the State has remaining at the end of any fiscal year is carried over for use by that

State during the next fiscal year.

History of Highway Limitations

The highway program has been subject to limitations since 1966. In the early years,

the executive branch limited obligations. The common term for this action was

"impoundment." But since FY 1976, Congress is the branch of Government that has

placed the ceiling on the program. The turnabout came with enactment of the

Congressional Budget and Impoundment Control Act of 1974.a—5/ Through this legislation,

Congress sought to gain more control over the Federal budget. Prior to passage of the

Budget Act, Congress had not established a procedure for dealing with impoundment

actions by the executive branch other than to enact a subsequent law overturning the

impoundment. The Budget Act did not remove the executive branch completely from the

picture with respect to initiating ceilings on obligations. To do so, however, the President

had to formally notify the Congress of such an action (called a "deferral") and justify the

action. His deferral was subject to disapproval by a majority in either the Senate or the

House of Representatives. However, this particular procedure for overturning executive

deferrals was struck down by the June 1983 Supreme Court decision (Immigration and

Q/ P.L. 97-424, Section 104(b).

fl/ Ibid, Section l04(d).

4_5/ P.L. 93-344, enacted July 12, 1974.
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Naturalization Service vs. Chadha) which declared legislative vetos unconstitutional. The

President's ability to impound or defer highway program funds is presently undetermined.

Beginning with FY 1976, Congress began placing annual limitations on obligations.

Since then executive-initiated deferrals of the major contract authority programs have

been limited, although the President's budget each year has recommended a level for the

ceiling to be imposed on the program. It should be noted that a recommendation in the

President's budget does not constitute a deferral which is a separate action.

Congress places limits on the program through a legislative act, most frequently in an

appropriations act, since limitations are a form of budget control. But they often appear

in other acts such as highway acts or reconciliation bills. The operative FY 1983

limitation was in the March 24, 1983, Jobs Bill (P.L. 98-8) which modified the limitation

established in the 1982 STAA.9—§-/ The executive branch must abide by the congressional

limitations unless it takes separate action changing the limit.

In summary, the contract authority highway programs receive special consideration in

the Federal budget in that funds can be obligated on the basis of an authorization act. By

not going through the appropriations process before release, these programs are immune

to the annual adjustments that are made to most Federal programs in response to current

economic and fiscal conditions. The mechanism that has been used to control the highway

program has been the imposition of limits on the amount of multi-year Federal-aid

highway apportionments and allocations that can be obligated each year. These

limitations can be initiated by the executive branch or by Congress.

Rescission

Finally, there is another type of fiscal control which can be, but rarely has been,

placed on the highway program. This is rescission. More severe than limitations, which

simply delay the obligation of budget authority, rescissions call for the repeal of

congressionally authorized budget authority. As with limitations, the executive branch or

Congress can initiate rescissions, but all presidentially proposed rescissions must be

agreed to by Congress before they are effective. The approval comes in the form of a bill

supported by both the House and the Senate.
‘

%/ P.L. 97-424, Section 104.
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APPROPRIATIONS

The fiscal operations described so far related to the law originating in authorization

acts, which are often called highway acts. Yet, as the last section described, there are

also appropriation acts that affect the highway program. Though most of the Federal-aid

highway programs do not receive budget authority through appropriation acts as do most

other Federal programs, the appropriation act is important in the fiscal process.

Appropriations for the highway program are contained in the annual Department of

Transportation and Related Agencies Appropriations Acts. In addition to affecting the

Federal Highway Administration's programs, these Acts also affect all other Department

of Transportation programs and those activities of the Architectural and Transportation

Barriers Compliance Board, National Transportation Safety Board, the Civil Aeronautics

Board, the Interstate Commerce Commission, Panama Canal Commission Government,

United States Railway Association, and the Washington Metropolitan Area Transit

Authority.

The Federal Highway Administration part of the Act is divided into several accounts,

each covering one or a group of highway funding categories. The accounts can be

classified according to whether the type of programs composing them have contract

authority or budget authority.

Contract Authority Accounts

Funds for contract authority programs can be obligated upon apportionment of

authorizations contained in the Highway Act. Although obligations are commitments to

reimburse the States for the Federal share of a project's cost, actual cash reimbursements

by the Treasury cannot be made until they are appropriated. This then is the primary

function of an appropriations act as it relates to the major part of the highway program-

the provision of the "liquidating cash." The Act provides the bulk of this cash in one
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account,fl/ "Federal-Aid Highways," which covers liquidating cash needs for most of the

significant contract authority, trust-funded categories including:

Interstate Bridge Replacement and Rehabilitation
Interstate 4R Pavement Marking Demonstration
Primary System Hazard Elimination
Secondary System Rail-Highway Crossings
Urban System Bridges on Federal Dams
Emergency Relief Urban High Density
Forest Highways Highway Planning and Research
Economic Growth Centers Metropolitan Planning

Public Lands Highways

plus a few special-purpose programs, plus unpaid balances remaining from terminated

programs, such as the high hazard/roadside obstacle authorizations.

The $8.2 billion of liquidating cash provided by the 1983 Appropriations Act@/ in the

Federal-aid highway account was derived from an estimate of prior unpaid obligations,

plus new obligations incurred during FY 1983, for which vouchers are expected to be

presented by the States for payments during the fiscal year. Therefore, it is the

consequence of the authorization/obligation process, but equivalent to neither the amount

authorized for or expected to be obligated in FY 1983. As discussed earlier, the

liquidating cash provided in the accounts covering contract authority must come from the

Highway Trust Fund because of the link established in the Budget and Impoundment

Control Act between Trust Fund financing and contract authority.

Limitations on Obligations

Since the nature of the program (contract authority and reimbursment) prevents

direct control of cash outlays in any year, Congress relies on limitations on obligations to

slow down the program. By placing a ceiling on obligations, future cash outlays are

indirectly controlled. It is in the budget/appropriations process that Congress concerns

itself with overall Federal spending in terms of cash outflow; thus, a limitation on

obligations will often be included in an appropriations act.

fl/ The other account providing liquidating cash for a contract authority program is the
Highway-Related Safety Grants account.

E/ P.L. 97-369, enacted December 18, 1982.
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The limitations on obligations are often found in the General Provisions section of

the act and apply to programs under contract authority accounts. The FY 1983 Act

contained two of these limitations. An $8.1-billion limit was set for programs under the

Federal-Aid Highways Account9-2/ (later replaced by a $12.1-billion limitation in the

STAA of 1982, which was raised to $12.375 billion by the Jobs Bill), and a $10-million

limitation was set for Highway Related Safety Grants in FY 1983.2/ Again, these

limitations are not restricting the amount of cash for reimbursement, but are ceilings on

obligations that can be incurred during the fiscal year.

Appropriated Budget Authority Accounts

Most of the highway programs operate with contract authority, but some must obtain

their budget authority through the appropriation process. The latter group has what is

called "appropriated budget authority," because two steps--an authorization act and an

appropriations act--are needed before obligations can be incurred. Thus, the

appropriations act is crucial to these appropriated budget authority programs since it

gives the go ahead to obligate as well as the liquidating cash needed for reimbursement.

In the 1983 DOT Appropriations Act, four of the FHWA accounts provide budget

authority. They are: Motor Carrier Safety, Highway Safety Research and Development,

Highway Beautification, and Territorial Highways. The total amount provided by these

accounts in the DOT Act was $24.1 million, small compared to the $8.22 billion provided

in the contract authority accounts. The source of funding for the appropriated budget

authority accounts can be either the general funds of the Treasury or the Highway Trust

Fund. Since implementation of the Budget Act of 1974, general funded programs must

have appropriated budget authority, i.e., cannot have contract authority.

Other Appropriation Actions

Besides the annual,DOT Appropriations Act, there are other appropriation actions

that can affect the cash available for Federal-aid highway programs.

A supplemental appropriations act is often necessary during the course of a fiscal

year when it becomes apparent that more cash, than was initially provided, will be

necessary to reimburse the States for the Federal share of project costs. The shortfall

4_9/ Ibid, Section 310.

2/ Ibid, Section 303.
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situation can occur when the amount of vouchers submitted by the States exceeds the

estimate of cash needed for the year. The Administration will request that Congress

enact supplemental legislation when it foresees this situation. Congress routinely enacts

such requests since the Federal Government is bound to honor the obligation it has made

to the States. Usually the supplemental request for highways will be grouped with similar

requests for other agencies and often it will contain other provisions relating to

highways.5—1/ Some times, in fact, a supplemental will contain o_nIy these related

provisions without any request for additional reimbursing cash.

A continuing resolution provides cash to tide agencies over when an annual

appropriations act has failed to be enacted by the beginning of the fiscal year. For the

Federal highway program, the resolution provides cash so that reimbursements for

authorized programs can continue to be made to the States at the same rate as the

previous fiscal year until the DOT annual appropriations bill is enacted. In recent years,

continuing resolutions have become commonplace. It should be noted that continuing

resolutions, like appropriations acts, do Lt provide new apportionments for contract

authority programs, just cash.

The Federal Budget and Appropriations Acts

Omitted from the previous discussion was an explanation of how the numbers in the

appropriation acts are derived. The usual course of events starts in the spring of each

year, about 1 1/2 years prior to the beginning of the fiscal year being addressed, when the

FHWA begins work on the budget. Included in the budget are estimates of outlays

(necessary cash to liquidate obligations), proposed budget authority for those programs

which do not have contract authority, and a proposed level of obligations for the Federal

aid programs, should some measure of control be considered necessary. Also reviewed are

policy issues which may affect the upcoming budget.

Z1] Supplemental legislation (P.L.98-63) enacted in August 1983, contained a request for
additional liquidating cash, raised the limitation on general operating expenses, and

also extended the availability of Access Highways to Lakes funds and Highways

Crossing Federal Projects funds.
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Development of the budget progresses through FHWA, the Office of the Secretary of

Transportation, and the Office of Management and Budget, where final decisions are made

in early fall. The executive branch's budget activities culminate in the submission to

Congress of the President's Federal budget in January, less than 9 months before the

fiscal year begins.

In the spring, Congress formulates its own version of the Federal budget, using the

President's budget as input. The Budget Committees (one in the House and one in the

Senate) were established by the Budget Act to fulfill the function of drawing up budget

resolutions and shepherding them through their respective houses. The budget resolutions

set spending and tax levels and must also explicitly set a deficit or surplus level for the

year. The House and the Senate-approved budget resolutions then go through the

conference committee process, and the agreed-upon version is sent back to each House

for approval. The President's signature is not required on a resolution. The

congressionally approved budget is intended to guide the committees in formulating

legislation for the next year. If all is on schedule, all appropriations acts (including

DOT's) are passed and signed by the President by October of each year. The timetable for

the Federal budget process is shown in Figure 7.

The congressional procedures for enacting an appropriation act are like those for an

authorization act described in the first chapter and illustrated in Figure 1. One major

difference is that the committees with jurisdiction are the Appropriations Committees

and their transportation subcommittees in both the House of Representatives and the

Senate.

Finally, it should be noted that the budget process calls for a reconciliation action

before the end of the fiscal year directing that changes be made in bills and resolutions to

accommodate the latest agreed-upon overall spending and taxing levels. In actual

practice, the reconciliation measure may occur earlier in the fiscal year and may be used

to enact budget changes before a second budget resolution is passed.
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Timetable For Federal Budget Process

Information gathering,

analyses, and preparation <

of first budget resolution

'15 DAYS AFTER

IN JANUARY

MARCH 15

APRIL1

APRIL15

Adoption of first
budget resolution

Congressional action
on spending legislation

and reconciliation

Adoption of second

budget resolution

process

I

MAY 15

MAY 15

MAY 15th —

CONGRESS CONVENES

7th DAY AFTER LABOR DAY

7th DAY AFTER
LABOR DAY

SEPTEMBER 15

SEPTEMBER 25

OCTOBER I

Figure-7

President's budget is

submitted to Congress

All committees submit
views to Budget Committees

Congressional Budget Office
submits budget analysis to
Budget Committees

First budget resolutions
reported by Senate and
House Budget Committees

Congress adopts first
budget resolution

Committees report bills authorizing
new budget authority

Congress enacts appropriations
and other spending bills

Congress completes action
on spending legislation

Congress adopts second

budget resolution

Congress completes
reconciliation process

Fiscal year begins
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THE HIGHWAY TRUST FUND

The previous sections have only peripherally mentioned the Trust Fund. This has been

intentional because the Trust Fund, other than being tied to the existence of contract

authority through the 1974 Budget Act, does not greatly affect the financial procedures

under which the highway program operates. The following section briefly describes the

operation of the Trust Fund.

History

Prior to 1956, the year Interstate System authorizations were greatly increased, the

Highway Trust Fund did not exist. Cash to liquidate previously incurred obligations for

the Federal-aid highway program came from the general fund of the Treasury. Budget

authority came through the granting of contract authority, as it does now. Although taxes

on motor fuels and automotive products were in existence, they bore little relation to

expenditures for highways. At that time, financing for the highway program and revenues

from automobile and related products were included under the public finance principle of

"spend where you must, and get the money where you can." There was no formal

relationship between the level of revenue obtained from the highway user taxes and the

level of the highway program. Aside from this, the program operated in terms of

authorizations, apportionments, obligations, appropriations, and reimbursement much as it

does now.

The Federal-Aid Highway Act of 1956, coupled with the Highway Revenue Act of

that same year, increased authorizations for the primary and secondary systems,

authorized significant funding of the Interstate System, and established the Highway Trust

Fund as a mechanism for financing the accelerated highway program. In order to finance

the increased authorizations, the Revenue Act increased some of the existing user taxes,

established new ones, and provided that the revenues from most of these taxes should be

credited to the Trust Fund. Revenues accruing to the Fund were dedicated to the

financing of Federal-aid highways. The passage of the Highway Revenue Act of 1956 also

increased the political acceptability of the additions in the user taxes and provided

earmarked revenues to finance the larger highway program.

The life of the Trust Fund must be extended periodically, since it is not enacted

permanently. The 1956 Highway Revenue Act set an expiration date of 1971 which has
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been extended several times by subsequent legislation. Current law provides an expiration

date of September 30, 1988.2/ Under the present law, all highway-user taxes dedicated

to the fund are scheduled to terminate on September 30, 1988.2]

User Taxes

The Trust Fund was set up as a user-supported fund. Simply, the revenues of the

Trust Fund were intended for financing highways with the taxes dedicated to the fund paid

by the users of highways. This principle is still in effect, but the tax structure has

changed since 1956. Major revisions occurred most recently as a result of the STAA of

1982; Table 2 shows the types of taxes placed in the fund, the rates in 1982 prior to the

STAA and the rates established by the STAA of 1982. The effective dates of the changes

in the tax rates are shown in Appendix D, which also includes information on the revenue

generated by vehicle type and the comparison of cost responsibilities and revenue shares

for 1985.

Collection. Most of the excise taxes credited to the Fund are not collected by the

Federal Government directly from the consumer. They are, instead, paid to the Internal

Revenue Service by the producer or importer of the taxable product (except in the cases

of diesel and special fuels where they are paid by the retailer or consumer, the tax on

trucks and trailers which is paid by the retailer, and the Federal use tax which is paid by

the heavy vehicle owner). Tabulations showing taxes paid into the Fund by States are

estimates of what is paid by users in those States and do not mean that the taxes were

actually deposited in the States. As a point of interest, because of the home office

locations of major producers of taxable products, over one-half of all Federal gasoline tax

revenues are received from just three States--New York, Pennsylvania, and Texas; most

of the rubber tax is paid in Ohio; and most of the new motor vehicle tax payments come

from Michigan. Hence, the 9-cent Federal gasoline tax charged at the pump is in effect a

reimbursement for taxes already paid.

5_2/ P.L. 97-424, Section 531.

2/ Ibid, Section 516.
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Table 2

Comparison of New and Previous User Fee Structures

User Fee Type

Gasoline 4¢/gallon

Diesel 4¢/gallon

Gasohol 0

Tires 9.75¢/lb., all highway tires

Tread Rubber 5¢/lb.

Inner Tubes 10¢/lb.

Lubricating Oil 6¢/gallon

Truck Parts 8% at wholesale for all trucks

Truck and Trailer Sales 10% at wholesale for trucks
over 10,000 lbs. GVW

Heavy Vehicle Use Fee $3/1,000 lbs. GVW for trucks

Previous Rate

over 26,000 lbs. GVW

* This rate rises in four chronological steps--$40, $44, $48, and $52.

** This rate also rises in steps--$1,600, $1,700, $1,800, and $1,900.

New Rate

9¢/gallon

9¢/gallon

4¢/gallon

Tires under 40 lbs., 0

40-70 lbs., 15¢/lb. in excess
of 40 lbs.

70-90lbs., $4.50 + 30¢/lb.
in excess of 70 lbs.

Over 90 lbs., $10.50 + 50¢/lb.
in excess of 90 lbs.

0

0

0

0

12% at retail for trucks over
33,000 lbs. GVW and trailers
over 26,000 lbs. GVW

Trucks to 33,000 lbs.
GVW, 0

33,000 to 55,000 lbs. GVW,
$50 + $25/1,000 lbs. in
excess of 33,000 lbs.

55,000 to 80,000 lbs. GVW,
$600 + $40*/1,000 lbs. in

excess of 55,000 lbs.
80,000 lbs. or more GVW,

$l,600**

Vehicles traveling less than
5,000 miles per taxable
year on highways are

exempt from this tax.
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Since there is considerable interest in the amount of contributions to the Trust Fund

made by each State, estimates are made of the amount of taxes paid by the consumers of

each State on the basis of motor vehicle registrations and State motor fuel tax collection

data. Highway users in some States pay more in user taxes than they receive back in

Federal-aid highway apportionments. In an effort to compensate for this, the 1982 STAA

includes a provision to guarantee that a State's percentage of the total apportionment

shall not be less than 85 percent of its percentage of total payments into the Fund. 5—h/

This calculation is to be made annually for the FY's 1983-1986 and a minimum allocation

grant is made to qualifying States.

User taxes are deposited in the general funds of the Treasury and the amounts

equivalent to these taxes are then transferred on paper to the Trust Fund.2/ Transfers

are made at least monthly on the basis of estimates by the Secretary of the Treasury and

later adjusted on the basis of actual tax receipts.2-§/ Amounts in the Fund in excess of

current expenditure requirements are invested in public debt securities and interest from

these securities is credited to the Fund.Z/ For example, FY 1982 saw the Trust Fund

credited with $1.079 billion in interest payments.

Pay-As-You-Go Fund

Another important characteristic of the Trust Fund is that it was set up as a

pay-as-you-go fund. In other words, there must be enough money in the =Trust Fund to

make reimbursements. The control mechanism that ensures this is th’e‘Byrd Amendment.

Under the Byrd Amendment, as modified by the STAA of 1982, unpaid authorizations

(unpaid commitments in excess of amounts available in the Fund) at the end of the FY in

which the apportionment is to be made must be less than the revenues anticipated to be

'J.
I.

2/ P.L. 97-424, Section 150. In FY 1983, 10 States were eligible for minimum allocation
grants which totaled $515 million for that year.

2/ As a result of the STAA of 1982, a special Mass Transit Account was established in
the Trust Fund. It will receive revenue from 1 cent of the motor fuel tax

(approximately $1.1 billion yearly).

i6_/ Internal Revenue Code, Section 9503(b)

2/ Ibid, Section 9602(b).
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earned in the following 24-month period. For example, at the close of FY 1983 the

Secretary of the Treasury must determine whether the sum of the balance of the Trust

Fund as of September 30, 1983, plus the anticipated revenues in FY's 1984, 1985, and

1986, will be greater than the sum of the authorizations for FY 1984 and the

authorizations apportioned, but not paid, as of September 30, 1983.

If there will be a shortfall in funds, then all Trust Funded program apportionments for

that fiscal year will be reduced proportionately.-5£/

Expenditures. As stated before, the Trust Fund exists to support the Federal-aid highway

program (plus the new transit capital assistance from the Mass Transit Account). Even

though the program does for the most part have contract authority, the cash to reimburse

the States for the Federal share of project costs still must be released from the Trust

Fund by an appropriation act. In other words, the Federal Government does not have the

ability to pay the States without an appropriation of cash from the Trust Fund. Any

amounts that have been appropriated but not used during the year can be carried over for

use in the next fiscal year. Conversely, as noted before, supplemental appropriations are

enacted when insufficient amounts were appropriated in the annual DOT Appropriations

Act.

Payments from the Trust Fund include not only those required for reimbursements to

the States but also transfers to the National Recreational Boating Safety and Facilities

Improvement Fund of up to $45 million with the excess transferred to the Land and Water

Conservation Fund for estimated taxes received from the sale of gasoline and special

fuels used in motorboats.22/ In FY 1982, $30 million was transferred.

Provisions in laws prior to the STAA of 1982 were made for several exemptions from

the highway user fees. Some of the more significant of these are discussed in this section.

Refunds of revenue collected from highway user fees are made in certain instances

specified by law. In FY 1982, full refunds included the repayment of the gasoline tax on

fuel used for farming purposes, energy conserving taxicabs, State and local government

vehicles, intercity, school and local buses, and nonprofit educational

2/ Ibid, Section 9503(d).

5_9/ Ibid, 95D3(C)(4).
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institution vehicles. Gasohol was not subject to the gas tax either. Also the 6 cents per

gallon tax paid on lubricating oil used for nonhighway business use was fully refunded.

Partial refunds included the repayment of 2 cents of the gasoline tax paid for nonhighway

business use and full refund for use in local transit systems.@/ These refunds amounted to

$136 million in FY 1982.

The STAA of 1982 revised the activities eligible for refunds. Among these changes,

gasohol will be taxed at a 4 cent/gallon rate, thus being exempt from 5 cents of the

9-cent Federal gas tax. Taxicabs are exempt from 4cents per gallon (not the full

9 cents). Trucks traveling less than 5,000 miles on public highways are exempt from the

heavy vehicle use tax.fl/ In addition, the 6 cents per gallon tax on lubricating oil was

eliminated. Table 3 shows the outlays from the Trust Fund during FY 1982.

Balance of the Highway Trust Fund

The balance of the Highway Trust Fund has long been a point of controversy.

Because of the nature of a reimbursable program like the Federal-aid highway program,

there will always be cash in the Fund that is not needed for immediate use. (As discussed

earlier, this cash is invested in Federal securities.) It is important to understand that this

is not excess cash, but will be needed to reimburse the States as vouchers are submitted.

Perhaps a comparison of the Trust Fund operation to a personal financial situation

can help clarify this point. If a couple has a checking account balance of $500, that

amount cannot be considered excess, if they have at the same time outstanding monthly

bills of $1,000, but neither is the account in a deficit situation since they will receive

$1,200 in paychecks at the end of the month.

This is how the Trust Fund operates. Although there was a cash balance of

approximately $9 billion at the close of FY 1982 there were also, at the same time, unpaid

commitments (authorizations already apportioned/allocated to the States) against the

Trust Fund totaling over $19 billion. Therefore, the $9 billion balance is not excess cash.

62/ Ibid, Section 6420.

Q/ Ibid, Section 448l(b).
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Table 3

Operation of the Highway Trust Fund

(In millions of dollars)

Balance Close of FY 1981

Receipts

Excises 6,909

Interest 1 ,079

Total Receipts

Disbursements

Transfer to Land and Water Conservation Fund 30

Tax Refunds 136

Federal-Aid Highway Program 8,035

Total Disbursements

Receipts Less Disbursements

Balance Close of FY 1982

$9,259

7,988

a,201

-213

$9 , 046
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If highway revenues were to have stopped completely at that date, the debts (unpaid

obligations and authorizations) would exceed the cash on hand by over $10 billion. Since

the highway program functions as a reimbursable program, with cash outlays following

obligations at a later date, this situation is quite proper. The Revenue Act did not state

that obligations should not exceed the balance in the Fund, but that they should not

exceed the anticipated amounts that could be liquidated from Trust Fund revenues at a

future date, i.e., when the vouchers are submitted for payment.

From FY 1983 through the life of the Fund (expires September 30, 1988), it is

estimated that about $70 billion in revenue will be raised for highways. Of course, there

will also be more funds distributed to the States during this period pursuant to the

authorizations in the 1982 STAA which extend through FY 1986. The difference between

commitments and income through the termination of the Fund is now estimated to be

approximately $3.5 billion, i.e., the amount of uncommitted funds. It is this amount which

truly reflects the status of the Fund and which must be considered when any new

commitments (i.e., additional authorizations) are proposed.
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SUMMARY

The preceding sections have traced the flow of fiscal authority for the Federal-aid

highway program from authorization through reimbursement. In capsule form, the cycle

can be considered to begin with the authorizing legislation. These acts set the upper

limits on liabilities the Federal Government can incur for Federal-aid highways.

Deductions from the authorized levels are then made for administration of the program

and for urban transportation planning, the total normally amounting to less than 3 percent

of the authorizations.

The remaining amounts are then apportioned or allocated (divided) among the States.

Apportionments and allocations are considered "new obligation authority" and, when added

to the unobligated balances of previous apportionments and allocations, constitute the

total amount of obligation authority available to the States. It must be remembered that

what is made available is not money but authority to incur obligations; a "line of credit."

A State does not receive this authority in one lump sum, but in some 20 or more different

funding categories, each with a defined use (e.g., Interstate, primary highways, urban

highways, hazard elimination, etc.).

Interstate apportionments including Interstate 4R funds are made 1 year in advance

of the beginning of the fiscal year for which they were authorized. Interstate

construction funds remain available until that fiscal year ends, or 2 years, and Interstate

4R funds remain available for a total of 4 years. Non-Interstate apportionments are made

on the first day of the fiscal year for which authorized and remain available until 3 years

after that fiscal year ends, or 4 years.

States request the FHWA to obligate specified amounts of this authority (i.e., acquire

rights-of-way, award construction contracts, etc.) for specific highway projects, subject

to the availability of apportionments and allocations and to any limitations on obligations

which may have been imposed for that fiscal year. Limitations regulate the rate of

obligations by imposing a maximum amount of total authority which can be committed

during a given fiscal year. Federal approval of each request is a contractual agreement to

pay the State the Federal share of work completed on that project.
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Once the funds are obligated and a project is underway, progress payments may be

made to the States for completed work. This liquidating cash is appropriated annually by

Congress and is derived from revenues accruing to the Highway Trust Fund.
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APPENDIX A

Glossary

Allocation--An administrative distribution of funds among the States. This is done for

funds which do not have statutory distribution formulas.

Apportionment--A term which refers to a statutorily prescribed division or assignment of

funds. An apportionment is based on prescribed formulas in the law and consists of

dividing authorized obligation authority for a specific program among the States.

Appropriation E--Action of a legislative body which makes funds available for

expenditure with specific limitations as to amount, purpose, and duration. In most cases,

it permits money previously authorized to be obligated and payments made, but for the

highway program operating under contract authority, appropriations specify amounts of

funds that Congress will make available to liquidate prior obligations.

Authorization Act--Basic substantive legislation which empowers an agency to implement

a particular program, and which also establishes an upper limit on the amount of funds

which can be appropriated for that program.

Budget Authority--Empowerment by the Congress that allows Federal agencies to incur

obligations to spend or lend money. This empowerment is generally in the form of

appropriations. However, for the major highway program categories, it is in the form of

"contract authority." Budget authority permits agencies to obligate all or part of the

funds which were previously "authorized." Without budget authority, Federal agencies

cannot commit the Government to make expenditures or loans.

Contract Authority--A form of budget authority which permits obligations to be made in

advance of appropriations. The Federal-aid highway program utilizes contract authority.

Deferral--Executive action or inaction which effectively delays the obligation or

expenditure of budget authority. As provided for in the Congressional Budget and

Impoundment Control Act of 1974, a deferral remained in effect until a majority of either

House of Congress overturned it by passing an impoundment resolution or until the end of
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the fiscal year. This action by Congress, overturning a deferral, is a legislative veto

which the Supreme Court ruled unconstitutional in the case of Immigration and

Naturalization Service vs. Chadha (June 23,1983).

Expenditures (Outlays)--A term signifying disbursement of funds for repayment of

obligations incurred. An electronic transfer of funds, or a check sent to a State highway

department for voucher payment, is an expenditure or outlay.

Fiscal Year (FY)--Since FY 1977, the yearly accounting period beginning October 1 and

ending September 30 of the subsequent calendar year. (Prior to FY 1977, the Federal

fiscal year started on July 1 and ended the following June 30.) Fiscal years are denoted

by the calendar year in which they end; e.g., FY 1984 began October 1, 1983, and ended

September 30, 1984.

Limitation on Obligations--Any action or inaction by an officer or employee of the

United States that limits the amount of Federal assistance that may be obligated during a

specified time period. A limitation on obligations does not affect the scheduled

apportionment or allocation of funds; it just controls the rate at which these funds may be

used.

Obligations--Commitments made by Federal agencies to pay out money, as distinct from

the actual payments, which are "outlays." Generally, obligations are incurred after the

enactment of budget authority. However, since budget authority in many highway

programs is in the form of contract authority, obligations in these cases are permitted to

be incurred immediately after apportionment or allocation. The obligations are for the

Federal share of the estimated full cost of each project at the time it is approved,

regardless of when the actual payments are made or the expected time of project

completion.

President's Budget--A document submitted annually (15 days after Congress convenes in

January) by the President to Congress which sets forth the Executive recommendations

for the Federal budget for the upcoming fiscal year. The President's budget submitted in

January 1984 contains recommendations for FY 1985, which begins October 1, 1984.
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Rescission--A legislative action to cancel the obligation of unused budget authority

previously provided by Congress prior to the time when the authority would have

otherwise lapsed. Rescissions may be proposed by the executive branch but require

legislative action to become effective.

--As defined in Chapter 1 of Title 23, the 50 States comprising the United States,States

plus the District of Columbia, and the Commonwealth of Puerto Rico. However, for the

purposes of some programs (e.g., Highway Safety programs under 23 U.S.C. 402) the term

may also include the Territories (Virgin Islands, Guam, American Samoa, and the

Northern Mariana Islands) and the Secretary of the Interior (for Indian reservations).

Trust Funds--Accounts established by law to hold receipts which are collected by the

Government and earmarked for specific purposes and programs. These receipts are not

available for the general purposes of the Government. The Highway Trust Fund is

comprised of receipts from certain highway user taxes (e.g., excise taxes on motor fuel,

rubber, and heavy vehicles) and reserved for use for highway construction and related

purposes.
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AUTHORIZATIONS - FY 1983 THROUGH FY 1986

APPENDIX B-1

Provided by the STAA of 1982

(In millions of dollars)

Program Fiscal Year

1983 1984 1__98j E
TITLE IPROGRAMS

Interstate ll
1/

4,000.0 4,000.0 4,000 0 4,000 0
Interstate 4R -

2/
1,950.0 2,400.0 2,800.0 3,150 0

Interstate Highway Substitution - 257.0 700.0 700.0 725 0

Primary
3/

1,850.0 2,100.0 2,300.0 2,450.0
Primary Minimum — 33.4 47 2 51 8 55 1

Secondary 650.0 650.0 650.0 650 0

Urban 800.0 800 0 800 0 800 0

Emergency Relief 100.0 100.0 100 0 100 0

Forest Highways 50.0 50.0 50 0 50.0
Public Lands Highways 50.0 50.0 50 0 50.0
Indian Reservation Roads 75.0 100.0 100 0 100.0
Parkways and Park Highways 75.0 100.0 100 0 100.0
Freight Transshipment Demo (L.A.) 19.0 19.0 20 0 --
State of Art Construction Demo (PA) 5.0 10.0 62.0 --
State of Art Repair Demo (CA) 9.0 --- --- --
East Baton Rouge Interchange Demo 5.0 --- --- --
Accelerated Construction Demo (KY) 25.0 27.0 --- --
Cert. of State Procedures Demo (VT) 50.0 --- --- --
Lake Road Erosion Demo (ND)

12/
4.5 --- --- --

Downtown Congestion Relief Demo (FL) — 46.2 --- --- --
Truck Safety Demo (ID) 8.5 --- --- --
High Volume Facilities Demo (IL) 25.0 25 0 25 0 25.0
Rail Highway Crossings

Qfmo*
50.0 50.0 50 0 50.0

By-Pass Highway Demo —

5/
55.0 --- --- --

Economic Growth gifnter
— 11.0 --- --- --

Great River Road—
3/

5.0 --- --- --
Minimum Allocation — 515.4 589.0 597 0 631.0

TOTAL TITLE I 10,724.0 11,817.2 12,455.8 12,936 1

TITLE II PROGRAMS

Bridge R&R 1,600.0 1,650.0 1,750 0 2,050.0
Rail-Highway Crossings 190.0 190.0 190 0 190 0

Hazard
Elimggation

200.0 200.0 200 0 200.0
NHTSA

40267
100.0 100.0 100 0 100 0

FHWA 402
—6/

10.0 10.0 10 0 10 0

NHTSA
40367

31.0 31 0 31 0 31 0

FHWA 403
-7]

13.0 13.0 13 0 13 0

NHTSA 408-
6/

25.0 50.0 50 0 --
School Bus Driver

Training/- 1.5 --- --- --
National Driver Register — * 3.0 1 3 1 6 1 6

Highway Safety Information 16.0 --- --- --

TOTAL TITLE II 2,189.5 2,245 .3 2,345. 6 2,595 .6
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Program Fiscal Year
1983 1984 1985 1986

TITLE III PROGRAM

Block Grants*
9/

--- 2,750 0 2,950.0 3,050 0

Large Urbanized Areas
5/

--- (2,432 0) (2,609 0) (2,697 0)
Small Urbanized Areas- --- (238 0) (255 0) (264 0)
Section 18 --- (80 0) (86.0) (89 0)

Mass Transit Account
Grani%/

779.0 1,250 0 1,100 0 1,100 0

Large Urbanized Areas
ml

(689.0) --- --- --
Small Urbanized Areas — (67.0) --- --- --
Section 18 (23.0) --- --- --
Planning and Technical

Studies (Section 8 of
UMT Act) --- (50.0) (50.0) (50 0)

Interstate Transit Substitutions* 365.0 380.0 390.0 400.0
University RD¢5<D, Admin., 6: Misc.* 86.25 86 0 90.0 90 0

Research Ar Training Grants* --- 5.0 10.0 10 0

TOTAL TITLE III 1,230.25 4,471.0 4,540.0 4,650.0

TITLE IV PROGRAMS

Motor
Carrilelr/

Safety Assistance
Program— --- 10 0 20.0 30 0

State Recreational BoatingH/ 4502/ a5 0 45.0 as 0

Airport Improvement ProgramE/ 200.0 200 0 75.0 --

TOTAL TITLE IV 245.0 255.0 140.0 75.0

TOTAL ALL AUTHORIZATIONS 14,388.75 18,788.5 19,481.4 20,256.7

* General funded program (only one-third of Rail-Highway Crossing Demo authorization is General
Funded).

1/ Year available (apportioned year in advance); authorization year is year shown plus one.
2/ For FY 1983, additional amounts provided by Continuing Resolution signed October 1, 1982 ($518M

for highways).
3/ Amounts shown are approximate. Actual amounts needed must be calculated each year.
3/ Provided by 1981 Federal-Aid Highway Act.
2/ Provided by 1982 Federal-Aid Highway Act.
§/ Authorizations for FYs 1983 and 1984 provided by Omnibus Budget Reconciliation Act of 1981.
1/ Provided by Alcohol Traffic Safety Programs (P.L. 97-364).
8/ Provided by National Driver Register Act of 1982.

§/ Section 9 of Urban Mass Transportation Act, as amended.
10/ Section 9A of Urban Mass Transportation Act, as amended.
E/ Authorizations for FYs 1987 and 1988 of $30M and $40M, respectively, also are provided.
2/ Continuing Resolution (H.J. Res 631, P.L. 97-377) signed December 12, 1982 provided $23.2M of this

amount.

2/ Funds from the National Recreational Boating Safety and Facilities Improvement Fund.

2/ An additional amount of $5 million was previously appropriated for FY 1983 by the DOT Appropria
tions Act (P.L. 97-369)

El Amounts shown come from Airport and Airway Trust Fund and are in addition to amounts provided by
the Airport and Airway Improvement Act of 1982.
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APPENDIX B-2

Fiscal Characteristics of Highway Programs Authorized by the
Surface Transportation Assistance Act of 1982 al

Contract or

authorizations previously are also administered by FHWA.

* May be increased up to 95 percent for States with large areas of public lands.

a/ Included in this list are only programs in the STAA of 1982; other programs, which received

bl Authorizations are available for only one fiscal year. Once appropriated, the funds are
available as specified in the Appropriation Act.

Major Appropriated Availability
Program Budget Federal of
Category Authority Share Authorizations

System Related
Interstate C 90* 2

Interstate 4R C 90* 4

Interstate Substitution C 85 2

Primary C 75* 4

Primary Minimum C 75* 4

Urban C 75* 4

Secondary C 75* 4

Special Purposes
Bridge Replacement and Rehabilitation C 80 4

Hazard Elimination C 90 4

Rail Highway Crossings C 90 4

Highway-Related Safety Grants C 75* 4

Highway Safety R&D AB 100 4

Emergency Relief C 100 3

Federal Lands Highways: C 100 4
- Forest Highways
- Public Lands Highways
- Parkways and Park Highways
- Indian Reservation Roads

Economic Growth Centers C 75 4

Great River Road C 75 4

Minimum Allocation C 75-90 4

Motor Carrier Safety Assistance Program AB 80 1

Demonstrations
Railroad Highway Crossing Demo AB 95 _b

_/

Freight Transshipment Demo (L.A.) C 100 until expended
State of Art Construction Demo (PA) C 100 until expended
State of Art Repair Demo (CA) C 100 until expended
East Baton Rouge Interchange Demo C 100 until expended
Accelerated Construction Demo (KY) C 100 until expended
Certification of State Procedures (VT) C 100 until expended
Lake Road Erosion Demo (ND) C 75 until expended
Downtown Congestion Relief Demo (FL) C 75 until expended
Truck Safety Demo (ID) C 100 until expended
High-Volume-Facilities Demo (IL) C 50 until expended
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Apportionment Formulas

Formulas for apportioning authorized sums for certain classes of Federal-aid highways
statute. These are shown below

Fund

Interstate System (for
completion only)

Interstate Resurfacing,
Restoration,
Rehabilitation, and

Reconstruction

Interstate Highway Substi
tution (3/4 apportioned,
1/4 discretionary
allocation)

Primary System

Secondary System

Urban System

Urban Transportation
Planning

Bridge Replacement <3

Rehabilitation

-52

APPENDIX C-1

Factors Weight

Relative Federal
Share of Cost to
Complete the
System**

Interstate System
Lane Miles

Vehicle Miles Traveled
on Interstate System

Relative Federal
Share of Cost to

Complete Substitute
Projects

Formula A

Area
Rural Population
Rural Delivery Route

Mileage and

Intercity
Mail Route Mileage

Urban Population***
(1/2 percent minimum
(except D.C.))

Formula B

Rural Population
Urban Population* * *

For each State, determine greater of A or B, then:

Statute *

1 l04(b)(5)(A)

55% l04(b)(5)(B)

45%

1 103(e)(4)

104(b)(1)

2/9
2/9
2/9

1/3

Sec. 108,
P.L. 97-424

1/2
1/2

Each State's apportionment equals:
A or B x Total Primary Authorization

Sum of all States‘ A or B
Except that: the apportionment is not less than
smaller of A or B

Area
Rural Population
Rural Delivery

Route Mileage and
Intercity Mail
Route Mileage

Urban Area* * *

Population
Urbanized Area*** *

Population

Relative share of total
cost of deficient
bridges

1/3 l04(b)(2)
1/3
1/3

1 l04(b)(6)

1 104(f)(2)

1 144(e)

are specified by

Minimum
Apportionment

1/2 percent
(including
Alaska)

1/2 percent

1/ 2 percent
(including
territories as a

whole)

1/2 percent
(except for
D.C.)

1/2 percent

1/2 percent

1/4 percent
(10 percent
maximum)
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Minimum
Fund Factors Weight Statute‘ Apportionment

Hazard Elimination Total Population 3/4 152(e) 1/2 percent
Public Road Mileage 1/4

Highway Safety Programs Total Population 3/4 402(c) 1/2 percent
Public Road Mileage 1/4

Rail-Highway Crossing Area 1/12 $e¢, 2[]3(¢) of
Rural Population 1/12 the 1973
Rural Delivery Route 1/12 Highway Act 1/2 percent

Mileage and as amended
Intercity Mail Route
Mileage

Urban Population 1/4 1/2 percent
Number of Rail

Highway Crossings 1/2 none

Minimum Allocation

For fiscal years 1983-86, each State is guaranteed an amount so that its percentage of total
apportionments in each fiscal year of Interstate, Interstate 4R, Interstate highway substitutes, primary,
secondary, urban, bridge replacement and rehabilitation, hazard elimination and rail-highway crossings
shall not be less than 85 percent of the percentage of estimated contributions to the Highway Trust Fund,
not including the Mass Transit Account (23 U.S.C. 157).

* Denotes appropriate section in Title 23, U.S.C., unless otherwise indicated.

** Apportionment factors are contained in the periodic reports, "A Revised Estimate of
the Cost of Completing the National System of Interstate and Defense Highways,"
submitted to Congress as required in 23 U.S.C. l04(b)(5)(A).

*** Places of 5,000 or more persons.

**** Usually places of 50,000 or more persons--definition contained in 23 U.S.C. 101(a).
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ALLOCATED FUNDS

APPENDIX C-2

Not all authorizations are coupled with legislative apportionment formulas. Several of
the major national programs do not have distributions specified by Congress. These are
shown below.

Funds and Statutory Reference Distribution

Interstate Discretionary
25 u.s.c. l18(b)(2)

Interstate 4R Discretionary
23 U.S.C. 118(b)(3)

Bridge Discretionary
P.L. 97-424, Section 161

Discretionary but Secretary is to give priority
to: (1) high cost projects which contribute to
opening Interstate segment; and (2) projects of
high cost relative to a State's apportionment.
States must apply for funds and be able to use

the funds on a ready-to-commence project
and begin work within 90 days of obligation.
To be eligible for funds States must have
already used available authority.

State applying for funds must have obligated
all of its I-4R funds (except for an amount
insufficient to pay for the Federal share of a

project submittted for approval) and must be
able to use the funds on a ready-to-commence
project and begin work within 90 days of
obligation.

Secretary to develop formula resulting in a

rating factor based on the following criteria:

0
-‘ . Sufficiency rating

2. Average daily traffic
3. Average daily truck traffic
4. Defense highway system status
5. Funds available under bridge replacement

and rehabilitation program
6. Total project cost
7. Special consideration to bridges closed to

Emergency Relief

Federal Lands Highways

- Forest Highways
— Indian Reservation Roads
- Parkways and Park

Highways
- Public Lands Highways

all traffic or restricted to loads less than
10 tons. Also consider other unique
considerations and the need to administer
the program from a balanced national
perspective.

Project-by-project

Needs basis
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EFFECTIVE DATES (1-' CHANGES IN THE FEDERAL HIGHWAY TRUST FLND USER FEES

o Motor Fuels (increase)

o Lubricating Oil (removal)

0 Tires, Tubes, Tread Rubber
(all provisions)

o New Trucks, Trailers

o Exempting trucks
below 33,000 lbs. GVW
and trailers below
26,000 lbs. GVW

APPENDIX D-1

0 Raising tax rate to 12 percent
at retail

o Truck Parts and Accessories

o Heavy Vehicle Use

o Exempting vehicles
below 33,000 lbs. GVW

o ?Raising rates (first
phase, except small
owner-operators)

o Raising rates (first
phase, small owner
operators)

I
6

.4

April 1, 1983

January 7, 1983

January 1, 1984

January 7, 1983

April 1, 19s3

January 7, 1983

silly 1, 1984

July 1,1984

July 1, 1985

G
e
n
e
ra

te
d
 f

o
r 

g
u
e
st

 (
Li

b
ra

ry
 o

f 
C

o
n
g

re
ss

) 
o
n
 2

0
1

5
-0

4
-1

0
 1

9
:2

5
 G

M
T
  
/ 

 h
tt

p
:/

/h
d
l.
h
a
n
d
le

.n
e
t/

2
0

2
7

/i
e
n
.3

5
5

5
6

0
2

1
3

2
6

2
6

9
P
u
b
lic

 D
o
m

a
in

, 
G

o
o
g

le
-d

ig
it

iz
e
d

  
/ 

 h
tt

p
:/

/w
w

w
.h

a
th

it
ru

st
.o

rg
/a

cc
e
ss

_u
se

#
p
d
-g

o
o
g
le



-55

Passenger Vehicle

Autos
Large
Small

Motorcycles

Pickups and Vans

Buses
Intercity
Other

Trucks

Single-Units
Under 26 kips*
Over 26 kips

Combinations
Under 50 kips
50-70 kips
70-75 kips
Over 75 kips

Vehicle Type Old Tax Rates New Tax Rates Percent Chapge

$4,333 5 $ 8,056.7 +86

2,909.4 5,552 0 +91

2,039 5 3,842 8 +86

869 9 1,709 2 +96

21 5 34 0 +58

1,401 0 2,470 7 +76

1 6 0.0 -100
1 6 0.0 -100
0 0 0.0 -

2,872 5 4,494.7 +56

1,063.5 1,106 2 +4

403 9 447 0 +11

659.6 659 2 -

1,809 0 3,388 5 +87

231 6 318.4 +37

438 1 790.6 +80

497 3 979.1 +97

642 0 1,300.4 +103

$7,206 0 $12,55l.4 +74All Vehicles

* Kips = 1,000 lbs. of registered gross vehicle weight.

APPENDIX D-2

REVENUE BY VEHICLE TYPE
(1985)

(In millions of dollars)
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APPENDIX D-3
COMPARISON OF COST RESPONSIBILITIES AND REVENUE SHARES

(1985)

Assigned Revenue
Old Tax Rates New Tax Rates Cost 1/ to-Cost

Vehicle Type (%) (%) (%) Ratio 2/

Passenger Vehicles 60.1 64.2 62.0 1.03

Autos 40 4 44.2 42.9 1.03
Large 28.3 30.6 25.7 1.19
Small 12.1 13.6 17.2 .79

Motorcycles 0 . 3 0 . 3 0 . 5 . 50

Pickups and Vans 19 4 19.7 17.4 1.13

Buses 0.0 0.0 1.2 0.0
Intercity 0.0 0.0 0.2 0.0
Other 0 0 0.0 1.0 0.0

Trucks 39 9 35.8
‘

38.0 .94
Single Unit 14.8 8.8 7.4 1.18

Under 26 kips 5 6 3.6 3.3 1.07
Over 26 kips 9 2 5.2 4.1 1.26

Combinations 25 1 27.0 30.6 .88
Under 50 kips 3 2 2.5 2.6 .99
50-70 kips 6.1 6.3 4.8 1.31
70-75 kips 6.9 7.8 8.6 .90
Over 75 kips 8.9 10.4 14.6 .71

All Vehicles 100.0 100.0 100.0 100.0

1/ The cost assignment methodology includes $11.5 billion assigned by the highway cost allocation
recommended approach plus $1.1 billion for transit allocated among users by urban
vehicle-miles-of-travel.

2/ This represents a vehicle's contribution to its cost responsibility (column 2 divided by column 3).
A ratio of less than 1.0 indicates underpayment.

fiU8OOVIRITIBHTPRINTIIOOFFICE 1983- 411-41$- J13/3394
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