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~~\.~ ~s EXECUTIVE OFFICE OF THE PRESIDENT 

~~~ ~ol~P5 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON , D.C . 20503 

MAY I 9 1915 

>'lie. 
1'l {Jil / MEMORANDUM FOR THE PRESIDENT 

\

1 1'.;) 

6' Subject: Enrolled Bill H.R. 3786 ~ Federal Share of Highway 
Projects 

Sponsors - Rep. Howard (D) New Jersey and 16 others 

Last Day for Action 

June 4, 1975 - Wednesday 

Purpose 

Temporarily defers the required State matching share for all 
Federal-aid highway projects and authorizes the transfer of funds 
among categories of Federal-aid highways other than the Interstate 
Sy stem. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of Transportation 
Council of Economic Advisers 

Di scussion 

Disapproval (Veto 
message attached) 

Disapproval 
Approval 
Disapproval J_Inf~rmally) 

H.R. 3786 would make two temporary changes in the financing of 
Federal-aid highway programs to facilitate the full use by the 
States of the $2 billion in deferred Federal - aid highway funds 
t hat you ordered released on February 12, 1975 and the $9.1 
b i llion released by the Congress in April to expedite highway 
construction and generate employment. The bill is a response 
to the fact that the release had not been planned for by the 
States and that they had not, therefore, made financial arrange­
ments necessary to provide matching funds, a problem made more 
d i fficult by rising highway construction costs and the failure 
of gasoline tax revenues to grow as originally estimated. 

0 
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The first temporary change would permit States to defer until 
December 31, 1976, payment of the State share of Federal-aid 
highway projects for which Federal funds are obligated between 
February 12 and September 30, 1975. The State share is 10% on 
Interstate System projects and 30% on most other categories of 
projects. The deferral would be the equivalent of an interest 
free Federal loan. After December 31, 1976, no Federal highway 
aid could be approved until the State had repaid the deferred 
amounts to the Highway Trust Fund. 

The second temporary change would authorize the States to transfer 
funds among the various categories of Federal-aid highways, except 
for the. Interstate System, between February 12 and September 30, 
1975. These transfers among categories would later be restored 
by deductions and additions to future Federal apportionments to 
offset these shifts. Some States have exhausted their appor­
tionments in some categories in which projects are ready to move 
ahead, while unused apportionments are available in other cate­
gories in which projects are not ready. The temporary transfer 
authority, which would permit acceleration of construction, was 
supported by DOT as a desirable increase in State flexibility. 

The first change -- deferral of State matching -- was opposed 
by DOT principally because: 

Although State repayment must be made before January 1, 
1977, the deferral under the bill could be a precedent 
for further deferrals of State matching and for extension 
of similar treatment to other Federal grant programs; 

To the extent that States, which have matching funds 
available, take advantage of the deferral, Federal 
funds would merely substitute temporarily for State 
funds, and no additional construction and employment 
generation would occur; and 

Further deferrals of matching requirements for the 
Federal-aid highway program could occur at a time 
when it might be inflationary. 

The problem with which H.R. 3786 was designed to deal is sub­
stantially smaller now than it appeared when the enrolled bill was 
introduced in late February. The Department of Transportation 
advises that few States have been prevented from accelerating their 
highway programs because of the unavailability of matching funds. 
As of May 15, almost $1.1 billion of the released funds has been 
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obligated by 35 States, and the remainder is expected to be 
obligated by June 30. In its views letter, the Department cites 
this rate of obligations as evidence that the problem of State 
matching funds is not a major national problem. It should be 
pointed out, however, that those few States that do have cash 
problems will be unable to accelerate their highway programs. 
It appears that those States may include Arizona, Delaware, 
Illinois, Kansas and Ohio. Other States have complained of pro­
blems· with matching funds but have either been able to secure 
matching funds or face other obstacles which preclude rapid 
acceleration of their highway programs. There would probably 
be little additional construction and employment created by this 
bill, therefore. In addition, the deferral provisions of the 
bill apply to all projects approved since February 12. To the 
extent that States would defer matching on projects already 
approved or underway, little additional economic stimulus would 
occur. 

DOT and OMB estimate that under the bill Federal outlays in 
fiscal year 1976 would increase by as much as $500 million, which 
would be contrary to your hold-the-line policy against legislation 
which would increase the budget deficit. Most of these increased 
Federal outlays would probably substitute for available State 
matching funds for projects already approved and obligated. 

Moreover, it seems likely that pressures would grow first to 
extend the September 30, 1975, cutoff date for eligibility of 
projects for deferred matching and, by the fall of 1976 when 
States will probably still be experiencing fiscal tightness, to 
postpone or repeal the December 31, 1976, deadline for State 
repayment. 

The Department of Transportation, while acknowledging "the definite 
weaknesses of H.R. 3786," believes a veto would be unwise and 
reluctantly recommends that the bill be signed for the following 
reasons: 

"1. The vocal support for the bill from the Nation's 
Governors. 

2. The continuing high unemployment rate in the con­
struction industry. 

3. The temporary loan nature of the program. 
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4. The support for the bill by the House Public Works 
Committee with which the Administration must work 
on such major issues as airport legislation, highway 
legislation, and regulatory reform. 

5. Given the support for the bill from the States and 
localities, and the fact that both the House and 
Senate passed the bill by voice vote with no dissent, 
an override of this veto appears rather likely." 

For the reasons outlined above -- the lessening of the problem, 
the ma~ginal economic benefits that the bill would stimulate, the 
large increase in 1976 outlays, and the potential precedential 
effect of the bill -- we recommend that H.R. 3786 be vetoed. 
Attached for your consideration is a draft of a veto message. 

* * * * * 
The Department of Transportation advises us that three members of 
Congress are likely to react most strongly to a veto: Representative 
Howard (D) New Jersey; Senator Bentsen (D) Texas; and Senator 
Montoya (D) New Mexico. 

Enclosures 

1 
. ~ 

/~fA.., 
~- J~mes T. Lynn 

D1rector 



, MEMORANDUM FOR 

FROM: 

SUBJECT: 

, 1 

. 
THE WHITE HOUSE ACTION 

WASHINGTON Last day - June 4 

May 30, 1975 

THE PRESI:\}NT · · 

JIM CANNOJ19~ 
ENROLLED~LL: FEDERAL SHARE 
OF HIGHWAY PROJECTS, H.R. 3786 

This bill would permit States to defer until December 31, 
1976, payment of the State share of Federal-aid highway 
projects for those projects where funds are obligated 
between February 12 and September 30, 1975. Under the 
current law, the State share is 10% for Interstate proj­
ects and 30% for most other categories. States would be 
required to pay back the deferred amounts, and future 
highway funds would be held up after December 31, 1976, 
until the full amount was repaid. Some of your advisors 
have urged you to veto H.R. 3786 because of this provision. 

The bill would also temporarily authorize States to trans­
fer funds among the various categories of Federal highway 
grants except for the Interstate category. This provision 
is supported by all your advisors. 

The proponents of this bill argue that some States have 
run out of matching funds because they had not planned on 
the $2 billion in deferred highway funds you released on 
February ·12 and the $9. 1 billion released by the Congress 
in April when they refused to support your deferral. Also, 
they argue that State gasoline tax revenues are lower than 
had been anticipated. The bill has received strong support 
from the National Governors' Conference, will result in pro­
viding more construction jobs and, if the provisions of the 
bill are ultimately followed, outlays in the future will be 
reduced when the repayments are made. 

We have been advised that the following States may be unable 
to accelerate their highway programs without this bill: Arizona, 
Delaware, Illinois, Kansas and Ohio. In addition, many States 
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are expected to make use of the provision allowing for 
transfer of funds among categories. 

Opponents of the bill argue that this is no more than an 
interest-free loan which may never be repaid if future 
legislation waiving the repayment provision were enacted. 
Some St~tes that have not run out of funds are likely to 
take advantage of this "loan" and the outlay impact in 
fiscal '76 will probably be in the $300-$500 million range. 
This provision establishes very bad precedent and may be 
inflationary . 

The b.ill passed in both Houses by voice vote without dissent. 
Max Friedersdorf advises that it is difficult to predict 
whether a veto could be sustained, but there is a fair 
chance • 

. POT advises that an override is likely. The strongest 
proponents in the Senate are Bentsen and Montoya, and in 
the House they are Howard (N.J.) and Harsha . 

.. 
See Tab A for additional facts contained in the enrolled 
bill memorandum prepared by Jim Lynn. 

(1) Sign H.R. 3786 {Tab D) rtf]_"'---.,--=-----=-
DECISION ~ ·" 7 

(Coleman, Cannon 1 Seidman, UChen/Lazar~ (reluctantly) 
/r~/11 

Issue Signing Statement (Tab B) ~:C 
(approved by Paul Theis) .~~~-----

- or -

(2) Veto 
(Lynn, Friedersdorf,,Treasury, CEA) 

Issue veto message (Tab C) 
(approved by Paul Theis) 

<li 

/ 
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EX. ECUTIVE OFFICE OF THE PRESIDE.N.! 
OFFICE OF MANAGEMENT AND BUDGET 

. 

DATE: 6-6-7 5 

iO: Bob Linder 

fROM: Jim Frey 

Enclosed is the CEA views letter 
on H.R. 3786 for inclusion in the 
enrolled bill file. Thanks. 

OMB FORM 38 
REV AUG 73 



Dear Mr. Frey: 

THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

May 30, 1975 

This is in response to your request for the views of the 
Council of Economic Advisers on H. R. 3786, 11 To authorize the 
increase of the Federal share of certain projects under title 23, 
United States Code. 11 

The Council sees no economic reason to increase the 
percentage share of Federal funding of highway projects to 100 
percent from current levels. 

We therefore recommend veto of the legislation. 

Mr. James Frey 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 2.0503 

May 30, 1975 

MEMORANDUM TO ROBERT D. LINDER 

FROM: 

SUBJECT: 

James M. Fre~~ 
Enrolled bill H~. 3786 

Director Lynn sent to the White House today his memorandum 
on enrolled bill H.R. 3786 (Federal share of highway proj­
ects) together with a draft veto message. 

At his request, I am attaching a revised penultimate para­
graph for that message. 



DRAFT VETO MESSAGE -
H.R. 3786 

Revised penultimate paragraph 

Under the bill States could defer their matching share 

on projects approved since February 12. In most cases, 

Federal funds -- in effect interest free loans -- would 

merely substitute for available State funds and would produce 

little additional construction and few additional jobs. 

At the same time, H.R. 3786 could add as much as $500 million 

to Federal expenditures and the deficit in fiscal year 1976. 

Congressional actions and inactions have already added $7.3 

billion to the 1975 deficit and $4.4 billion to the 1976 

deficit. As the Congress knows, I have stressed the impor-

tance of keeping the deficit for 1976 below $60 billion. This 

bill together with other measures being considered by the 

Congress would increase that deficit to an intolerable level 

of $100 billion or more. 



THl:: WHITE HOlJSE 

ACTI OX .\1E~10RA..'\D L'J\I 

:D~te: May 30 

FOR ACTION:· Mike Duval 
Max Friedersdorf 
Xen Lazarus 
Paul Theis 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Dute: May 30 

SUBJE::!T: 

LOG NO.: 

Time: 930am 

cc (£or information): Jim Cavanaugh 
Jack Marsh 

·.· . 
•• tf"'" 

Time: 4:30pm 

Enrolled Bill H.R. 3786 ~ Federal Share of Highway 
Projects 

ACTION REQUESTED: 

X 
__ For Necessary Action __ For Your Recommendations 

__ Prepare Agenda and Brie£ __ Draft Reply 

_x_ __ For Your Comments __ Draft Rerncuks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

Reluctantly recommend approval accompanied by a signing message 
setting forth the concerns of OMB and interested agencies as to the 
potential precedential effect of the bill. The bill is apparently 
designed to program a recapture of 1976 outlays and, therefore, 
most of the adverse impact on budget deficits would be very temporary. 

KEN LAZARUS 5/30/75 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required rnde"t"io.l, please 
ieiephone. the StaH Se.::refc.ry im:rr-.cdia.tely. 



THE WHITE HousE 

-·~~:~:~ 
TO: ~8~ern Loen ~ 
FROM: Max L. Frieder$d rf 

Comments Pleas 

~4~· vy'~ 

V J,-· 
· f(!tW 
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Mike Du7al 
Max Friedersdorf 
Ken Lazarus 
Paul Theis 
Bill Seidman 

THE S- AIT SE~R:::':' ARY 

UE: Date: May 30 

OG _,Q .. 

930am 

c ' ·o::: inicrmaHon): Jim Cavana'.lgh 
Jack Marsh · 

Ti:r..e: 4:30pm 

Enrolled Bill H.R. 3786 - Federal Share of Highway 
Projects 

ACTION REQUESTED: 

X 
--For Necessary A.ction --For Your Recommendations 

Prepare Agenda o.nd Brief --- Draft Replv 

--..)L For Your Comments __ Draft Remarks 

.t...:1:ARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

3E ., -. _ T_:_cH THIS COPY TO MATERIAL SUBMITTED. 

questions :>r ;; you ani:ici-pai:e a 
· :-ng the -·l:.:::ed material, pleas~ 
-· ::::;,ec:e.~:.r:· rnrnediately. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 2.0503 

5~ t.l q:.Y MAY 1 9 1915 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 3786 - Federal Share of Highway 
Projects 

Sponsors - Rep. Howard (D) New Jersey and 16 others 

Last Day for Action 

June 4, 1975 - Wednesday 

Purpose 

Temporarily defers the required State matching share for all 
Federal-aid highway projects and <:mthorizes the transfer of funds 
among categories of Federal-aid c;hways other than the Interstate 
System. 

Agency Recommendations 

Office of 1-1anagement and Budget 

Department of the Treasury 
Department of Transportation 
Council of Economic Advisers 

Discussion 

Disapproval (Veto 
message attached) 

Disapproval 
Approval 
D i sapprova 1 put o:rmnlly) 

H.R. 3786 would make two tempornry changes in the financing of 
Federal-aid highway programs to cilitc;.t.<=~ the full use by the 
States of tl:le $2 billion in defc:cr(:d Federal-aid highway funds 
that you ordered released on Fcd:.Y:tvt::y 12, 1975 and the $9.1 
billion released by the Congre;o ~; i:". Apr:il to expedite highway 
construction arid generate ernpl:)y:nr::nt·. The bill is a response 
to the fact that the release h .h1 not been planned for by the 
States and that they had not, tbt:'refore, 111~1.de financial arrange­
ments necessary to provid8 matchinq funds, a problem made more 
difficult by rising highv;ay con::> t r·cc tion costs and the failure 
of gasoline tax revenues to grow as origjnally estimated. 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

· WASHINGTON, D.C. 20503 

May 30, 1975 

MEMORANDUM TO ROBERT D. LINDER 

FROM: 

SUBJECT: 

James M. Fre~~ 
Enrolled bill H;r· 3786 

Director Lynn sent to the White House today his memorandum 
on enrolled bill H.R. 3786 (Federal share of highway proj­
ects) together with a draft veto message. 

At his request, I am attaching a revised penultimate para-
. graph for that message. · 



THE WHITE HOUSE 

ACTION MEMORANDUM WASIIINGTON LOG NO.: 

Date: May 30 Time: 930am 

FOR ACTION: Mike Duval If~ cc (for information): Jim Cavanaugh 
Max Friedersdorf 51tf'7 (w 0 l~tvs) Jack Marsh 
Ken Lazarus 5,'fn 
Paul Theis ~ 
Bill Seidman i~n 

FROM THE STAFF SECRETARY 

DUE: Date: May 30 Time: 4:30pm 

SUBJECT: 

Enrolled Bill H.R. 3886 - Federal Share of Highway 
Projects 

ACTION REQUESTED: 

X 
-- For Necessary Action _ ._For Your Recommendations 

- - Prepare Agenda and Brief --Draft Reply 

---X- For Your Comments --Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Winq 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material. please 

' · the Staff Secretary ~mediately. 
R. COLE, JR. 
r the President 



TO THE HOUSE OF REPRESENTATIVES 

I am returning herewith, without my approval, H.R. 3786, 

a bill that would authorize a temporary increase in the 

Federal share of Federal--aid highway projects. 

This legislation grew out of a concern three months ago 

that the States might not be able to obtain the matching funds 

necessary to make full use of the $2 billion in Federal funds 

that I ordered released from reserve on February 12 and the 

additional $9.1 billion that the Congress ordered released 

in April. The release of those Federal-aid highway funds was 

intended to increase the level of highway construction and there­

by create additional jobs in a period of high unemployment. If 

the States were in fact unable to obtain matching ful).ds, 

construction projects would not get underway and the purpose 

of these releases would not be achieved. 

To avoid that possibility, H.R. 3786 would make two tempo­

rary changes in the financing of Federal-aid highway program. 

The first temporary change would permit the States to defer 

their matching requirement on projects for which Federal funds 

have been approved between February 12 and September 30, 1975. 

The States would have to repay the amounts deferred before 

January 1, 1977, to be eligible for further Federal aid. 

The second temporary change, to which I do not object, would 

permit the States to reallocate temporarily Federal funds among 

different categories of Federal-aid highways except for the 

interstate system. This change would permit certain projects 

to go forward which otherwise could not be undertaken now. 
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I find it necessary, however, to withhold my approval 

from the bill because of its deferral of State matching re­

quirements. The anticipated problem to which it is addressed 

has not materialized. Most States have been able to obtain 

matching funds; in only a few does there still seem to be a 

problem. As of May 15 almost $1.1 billion of the funds 

released has been obligated, and the remainder of the $2 bil­

lion released in February is expected to be obligated by 

June 30. 

Under the bill States could defer their matching share 

on projects approved since February 12. In most cases, 

Federal funds -- in effect interest free loans -- would 

merely substitute for available State funds and would produce 

little additional construction and few additional jobs. 

At the same time, H.R. 3786 would add as much as $500 million 

to Federal expenditures and the deficit in fiscal year 1976. 

As the Congress knows, I have stressed the importance of 

keeping the deficit for 1976 below $60 billion. This bill 

together with other measures being considered by the Congress 

would increase that deficit to an intolerable level of $100 

billion or more. 

I am, therefore, constrained to veto this bill. 

THE WHITE HOUSE 

June , 1975 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. Z02ZO 

MAY 2 8 1975 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Reference is made to your request for the views of this 
Department on the enrolled enactment of H. R. 3786, "To autho­
rize the increase of the Federal share of certain projects 
under title 23, United States Code. 11 

The enrolled enactment would authorize the Federal Govern­
ment to advance to States the non-Federal share of highway 
projects approved during the period February 12, 1975 to 
September 30, 1975. The States would be required to repay 
these advances before January 1, 1977. There is no provision 
for interest on the advances. 

This proposal does not appear to be consistent with the 
President's stated objective of holding the fiscal 1976 defi­
cit to $60 billion. The proposal could establish an undesirable 
precedent for interest-free advances of the non-Federal share 
of project costs in other areas. 

The Department has not considered this legislation pre­
viously and does not know if executive branch views were sub­
mitted to the Congress regarding it. However, in view of the 
foregoing, we would support a recommendation that the enrolled 
enactment not be approved by the President. 

Sincerely yours, 

~~:~a!~ 
General Counsel 
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:~· THE SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

. 

Honorable James T. Lynn 
Director 

May 23, 1975 

Office of Management and Budget 
Washington, D.C. 20503 

Dear Mr. Lynn: 

Reference is made to your request for the views of the Department of 
Transportation concerning H.R. 3786, an enrolled bill 

11 TO authorize the increase of the Federal share of certain 
projects under Title 23, United States Code. 11 

The major feature of this bill would permit States to advance Federal­
aid highway projects without contributing any matching funds. This 
waiver of matching requirements would be in effect from February 12 
through September 30 of this year. 

In addition, the bill would permit States to transfer non-interstate 
program apportionments from one category to another without restriction. 
These transfers would have to be restored during the following two years. 

This bill was triggered by President Ford•s release of an additional 
$2 billion in Federal-aid highway funds on February 11 of this year. 
This release caught a number of States by surprise and they complained 
that they had insufficient matching funds to take advantage of the 
additional money available. From our perspective, we did not perceive 
this as a major national problem and, in fact, the rate of obligation of 
Federal-aid highway funds since the February release provides evidence 
supporting this view. 

The real impact of this bill will be to provide States with short-term 
interest free loans since they must pay back the required State matching 
funds in the future. The additional FY 1976 Federal budget outlay 
exposure could be up to $500 million, although an additional $300 million 
is a more probable estimate. Of course, this increase in Federal outlays 
in 1976 would be offset by reductions in future Federal outlays. 
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This is a bill that has been opposed by the Department. We opposed 
it primarily because we believed that it established an undesirable 
precedent in permitting Federal funds to be used to make 100 percent 
grants, thus weakening the Federal-State partnership in this program. 

With regard to the provision concerning transferability between non­
interstate program categories, we note that this approach is consistent 
with our new highway bill. We were also successful in ensuring that 
funds could not be transferred from the interstate program -- an 
approach which could have increased total long-run Federal highway 
obJigations and weakened our efforts to expedite completion of the 
interstate system. 

While we certainly acknowledge the definite weaknesses of H.R. 3786, 
we believe that a veto would be unwise for the following reasons: 

l. The vocal support for the bill from the Nation•s Governors. 

2. The continuing high unemployment rate in the construction industry. 

3. The temporary loan nature of the program. 

4. The support for the bill by the House Public Works Committee with 
which the Administration must work on such major issues as airport 
legislation, highway legislation, and regulatory reform. 

5. Given the support for the bill from the States and localities, 
and the fact that both the House and Senate passed the bill by voice 
vote with no dissent, an override of this veto appears rather likely. 

In view of the above, the Department reluctantly recommends that this 
bill be signed. 

Sincerely, 

Barnum 
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_ay 3 .. a 930am 

Mike Duval c r"tcrm ..... ~ion1: Jim Cavanaugh 
Jack Marsh Max F~iedersdorf 

Ken Lazarus 
Paul Theis 
Bill se.:_dman 

_· ·1 THE T AIT SECRET .. ~.RY 

- " .jv 

UBJECT: 

Time: ·: 30pm 

Enrolled Bill H.R. 3786 - Federal Share of Highway 
Projects 

ACTION REQUESTED: 

X 
-- For Necessary Aci:ion __ For Your Recommendations 

--- P..-apar.a Agenda and Brief -- D:ra£t Reply 

--X- For Your Comments -- Draft Ramarks 

.. E~!ARKS: 

0 EASE ATTACH THIS COPY TO MATERIAL S\JBMITTED. 

o : .a.ve ny· questions or if you anticipate a 
- "V in submitting the :required material, please 
8p;, or.e the Staff Secretc.ry im:r.edia tel y. 

Wing 



THE \\'HITE HOT.._;SE 

Do.te: May 30 'I'iw.e: 930arn 

FOR ACTION: Mike Duval 
Max Friedersdorf 
Ken Lazarus 

cc (for inforrc,aEon): Jim Cavanaugh 
Jack Marsh 

Paul Theis 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: May 30 

SUBJEC'r: 

Time: 4:30pm 

Enrolled Bill H.R. 3786 - Federal Share of Highway 
Projects 

ACTION REQUESTED: 

X 
--For Necessary Action __ For Your Recommendations 

----- Prepare Agenda and Brie£ -- Draft R-aply 

_ ___x ___ For Your Comments ____ Drdt Re:":l.arks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

?L.E!'>.SE ATTACH THIS COPY TO MATERIAL SUBiviiTTED. 

I£ y~E! have any ques-tion.,; or i£ you o.n:icip(:te a 
~.: ··,i_·:.:::/ i:t sul;rn.itt1.-ng i}lf? :::-:::··c::.-1.i:r:2d. rrv::.tt.:~:!::.s.l: ~-,l:::c.:;e 

. if'~--... ~ c · !.~~ the [)!:c.{£ 8:~;._-r.-,:: ~-;::~:~y im·ru.cd.io:t:8ly. 



TO THE HOUSE OF REPRESENTATIVES: 

I am returning ~thout my approval, H.~ 3786, 

a bill that would authorize a temporary increase in the 

Federal share of Federal-aid highway projects .. 

This legislation. grew out of a concern three months ago 

that the States might not be able to obtain the matching funds , ,.,. 
necessary to make full use of the· $2 billion in Federal funds 

.c.-
that I ordered released from reserve on February 12 and ~ 

¥.od.S ~eQ.sf!ci b "l . J 

additional · $9al billion t:fiat the Co!lgress ~Elb:tUd • l8aliie'l:! 

V-in Apr1l.. The release of those Federal-aid highway funds was 

intended to increase the level of highway construction and there­

by create additional jobs in a period of h~gh unemployment.. If 

the States were in fact unable to obtain matchi!lg fu~ds, 

construction projects would .not. get underway and the purpose 

of these releases would not be achiev~. 

To avoid that possibility, H.R. 3786 would make two tempo­

rary changes in the financing of Federal-aid h~ghway program. 

The first temporary change would permit the Statep to defer 

their matching requirement on projects for which Federal funds 
...../ 

have been approved between February 12 and September 30, 1975 • 
..._ 

The States would have to repay the amounts deferred before 
~ 

January 1, 1·977, to be eligible for f urthei'"Federal aid. 
~ . 

The second temporary change, to wh1ch I do not object, would 
~ 

permit the States to reallocate temporarily Federal funds among 

different cat~gories of Federal-aid highways except for the ,_ 
interstate system. This change would permit certain projects 

to . go forward which otherwise could not ·be undertaken now. 

I 
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DRAFT VETO MESSAGE -
H.R. 3786 

Revised penultimate paragraph 

Under the bill States could defer their matchi~g share ,_ 
on projects approved since February 12. In most cases, 

Feceral fu~ -- in effect interest free loans --would 

merely substitute · for available State funds _and would produce 

little additional construction and few additional jobs. 
~ ,c.-

At the same time, H.R. 3786 could add as much as ·$500 million 

to Federal expenditures and the deficit in fiscal year 1976. 

Co~gressional actions and inactions have already ·added $7.3 

"""' billion to the 1975 deficit and $4.4 billion to the 1976 

deficit. As the Co~gress knows, I have ~ssed the impor- ~ 

tance of keeping the deficit for 1976 below $60 billion. This 

bill together with other measures being considered by the . I . 
Congress would increase that .deficit to an intolerable level 

,.v 
of $100 billion or- more. 
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I find it necessary, however, to withhold my approval 
~ 

from the bill because of its deferral of State matching re-

quirements. The anticipated problem to which it is addressed 
4/' 

has not materialized. Most States have been able to obtain 

matching funds; in only a few does there still seem to be a 

V/. 
problem. }As of May 15) almost $1.1 billion of the funds 

. ~tv 
released bWs been obligated, and the r·ernainder of the $2 bil­

v-
lion released in February is expected to be obligated by 
~ 

June 30. 
~ 

Under the bil~ States could defer 
~ 

r matching share 

on projects approved since February 12 In most cases, 
y 

Federal funds --. in effect) interest ;;ee loans -- would 

merely substitute for available tate funds and would produce 

little additional constructio and few additional i~s. ,.....,- ,_., 
At the same time, H.R. 3786 would add as much as $500 million 

to Federal ex~ditures the deficit in fiscal year 1976. 
11./ 

As the Congress knows have stressed the importance of 

keeping the defici for 197~low $60 billion. · This bill~ 
. <./' 

together with measures being considered by the Con~ssJ 

deficit to an intolerable level of $100 

billion or ore. 

I ~re, oen•H; · 7 to veto this bill. 

THE WHITE HOUSE 

~ 

I 
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STATEMENT BY THE PRESIDENT 

I have signed into law H. R. 3786, a bill that will permit greater 

flexibility to the States in the use of Federal-aid highway funds and 

enable them to temporarily defer their matching share for certain 

projects. 

The major benefit of this legislation is that it will permit States 

to temporarily reallocate Federal funds among the various categories 

of Federal-aid highway programs, except for the Interstate System. 

This change will permit the States to move forward with certain job-

creating highway projects which they could otherwise not undertake at 

this time. This is also consistent with my view that the number of 

categories in the Federal highway program should be reduced. 

Unfortunately, this legislation permits the States to defer until 

December 31, 1976, the payment of their matching requirement on projetts 

for which Federal funds have been approved between February 12 and 

September 30, 1975. 
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Although I strongly oppose in principle deferring matching 

requirements by State and local governments, this one -ttme exception is 

made to enable the Statet.to take. advantage of the special jobs -producing 

highway funds which I released in February and of the additional funds 

made available by the Congress in April. Importantly, H.R. 3786 

contains a tough provision which requires States to either pay up their 

deferred matching share by the end of 1976 or lose future Federal 

highway grants. For these reasons, I have signed this legislation to 

insure that all States will be able to take advantage of their fair share 

of these special highway funds and to proceed with projects which will 

stimulate employment in the construction industry. 

# # # 
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THE WHITE HOUSE 
-~ 

STATEMENT BY THE PRESIDENT 

~ I am signing into law H.R. bill that will 

~!'J~uthorize a temporary increase in the Federal share of 

Federal-aid highway projects and permit greater flexibility 

in the use of Federal highway funds. 

#IV 

The major benefit of thi~islation is tha~ it permits 

States to temporarily reallocate Federal funds among the 

different categories of Federal-aid highway programs except 

for the Interstate System program~ This change will permit 
uJd ~ 

certain projects to go forward which otherwise caaaot be 

undertaken at this time. MGS t illlport:anL:~, »t:"his is con-

sistent with my general view that the number of categori~~ 
. . ~/h-~~..1 

in the Federal highway program should be reduced. ~is 

will give the States :greater flexibility in the use of 
·::-

~ Federal highway funds. 

The legislation also permits the States to defer their 

matching requirement on projects for which Federal funds 
J-,L- ~ 

have been approved between February 12 and September 30, 1975. 

The States ~ have to repay the amounts deferred before 

January 1, 1977, in order to be eligible for further Federal 

aid. This provision was enacted by Congress to ensure that 

all States can take full advantage of t~ditional Federal 

highway funds which I released on February 12, and additional 

£unds that the Congress made available in April, designed to 

stimulate· employment in the construction industry. 
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Although I strongly oppose~ the waiver of matching 

requirements of State and local governments as a general 

principle, I nevertheless feel that it is only equitable 

to allow all States to participate in these additional 

Federal highway funds designed to 

have decided to make an exception in this case 

3786 

requirement of the deferred matching 

share. Any State that does not fully repay the deferred 

funds will be ineligible for _ future Fed~~~~.~ghway grants 

after the end of 1976. Because of this~ repayment 

I have decided to sign this legislati~n in cder 
'> 

to ensure that all States -can take advantage of their fair 

share of the special highway funds made available to create 

more jobs. 



STATEMENT BY THE PRESIDENT 

I am signing into law H.R. 3786, a bill that will 

authorize a temporary increase in the Federal share of 

Federal-aid hiqbway projects and permit greater flexibility 

in the use of Federal highway funds. 

The major benefit·of this legislation is that it .• ~·its 

States to temporarily reallocate Federal funds amonq th< 

different categories of Federal -aid highway programs exce; ~ ~ 

for the Interstate System program. This change will permit 

certain projects to go forward which otherwise could not be 

undertaken at this time. This is consistent with my general 

view that the number of categories in the Federal highway 

program should be reduced. At the s~e time . this will give 

the States greater flexibility in the use of Federal highway 

funds. 

The legislation also permits the States to defer their 

matching requirement on projects for which Federal funds 

have been approved between February 12 and September 30 

1975. The States would have to repay the amounts deferred 

before January 1, 1977, in order to be eligible for further 

Federal aid. This provision was enacted by COngress to ensure 

that all States can take full advantage of the additional 

Federal highway funds which I released on February 12, ana 

additional funds that the Congress ma~e available in April, 

designed to stimulate employment in the construction incustry. 

j 
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Althouqh I atrongly oppose the waiver of matchinq 

requirements of State and local governments as a qeneral 

principle, I nevertheless feel that it ia only ui table 

to allow all States to participate in these additional 

Federal hiqhvay funds c!eaiqned to create more jobs. I 

have decided to make an exception in this case because 

H.R. 3786 contain• a touqh repayment requirement of the 

deferred matchinq share. Any State that does not fully 

repay the deferred funds will be ineligible for future 

Federal highway grants after the end of 1976. Because of 

this strict repayment proviaion, I have decided to siqn thia 

legislation to ensure that all States can take advantaqe of 

their fair share of the special highway funds made available 

to create more joba. 

l 



V4TH CoNGRESS} HOUSE OF REPRESENTATIVES { 
1st Session 

REPORT 
No. 94-109 

INCREASING THE FEDERAL SHARE OF HIGHWAY 
PROJECTS 

MAncn 21, 1975.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

1\h. JoNES of Alabama, from the Committee on Public ·works and 
Transportation, submitted the following 

REPORT 
together with 

SEPARATE VIEWS 

[To accompany H.R. 3786] 

'l'he Uom111ittee on Public Works and Transportation, to whom 
was referred the bill (H.R. 3786), to authorize the increase of the 
Federal share of certain projects under title 23, United States Code, 
having considered the same, report favorably thereon with an amend­
ment and recommend that the bill as amended do pass. 

The amendment is as follows : 
Strike out all after the enacting clause and insert in lieu thereof 

the following : 
That, notwithstanding any other provision of law, the Federal share of any 
project approved by the Secretary of Transportation under section 106(a), and 
of any project for which the United States becomes obligated to pay under sec­
tion 117, of title 23, United States Code, during the period beginning February 
12, 1975, and ending June 30, 1975 (both dates inclusive), shall be such percent­
age of the construction cost as the State highway department requests, up to 
and including 100 per centum. 

SEc. 2. The total amount of such increases in the Federal share as are made 
pursuant to the first section of this Act for any State shall be repaid to tb.e 
United States by such State before January 1, 1977. Such repayments shall be de­
posited in the Highway Trust Fund. No project shall be approved under section 
106 or section 117 of title 23, United States Code, for any project in any State 
which has failed to make its repayment in accordance with this section until 
such repayment has been made. 

SEc. 3. Notwithstanding any other provision of law, any money apportioned 
under section 104(b) of title 23, United States Code, for any one Federal-aid 
highway system in a State (other than the Interstate System) may be used during 
the period beginning February 12, 1975, and ending June 30, 1975 (both dates 
inclusive), for any project in that State on any Federal-aid highway system (other 
than the Interstate System). The Secretary shall deduct from moneys appor­
tioned to a State under section 104(b) of title 23, United States Code, after the 

38-006 
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date of enactment of this section for a Federal-aid highway system on which 
money has been used under authority of the preceding sentence, an amount equal 
to the monev so used, and the deducted amount shall be repaid and credited to 
the last apportionment made for the system for which the money so used was 
ori"inully apportioned. Each deduction made under the preceding sentence shall 
be ~t least 50 per centum of the annual apportionment to which the deduction 
appli<:>s until full repayment has been made. 

INTRODUOI'ION 

Over the past few m~:mths, the,ranks of the Nati?n~s unempl.oyed 
have arown at an alarmmg rate. '!here are now 7.5 m1lhon AmeriCans 
out of work, and the prospect looms for even greater joblessness over 
the next several months. 

Department of Labor statistics show that the overall rate of uner:l­
ployment climbed from 5,..:4 percent in Aug~st 197 4 to 8.2 J?ercent m 
• January and February 1915. Unemployment m the constructiOn tradPs 
rose from 11.3 percent to 15.9 percent during the same period. 688,000 
construction workers were unable to find work during the month of 
:February. 

In an effort to generate employment and to .expedite highway 
construction, the President on February 12 ordered the release of $2 
billion in impounded Federal-aid highway funds. Release of the addi­
tional funds increases the highway program funding level for fiscal 
year 11175 to $6.6 billon. As of the end of February, $3.1 billion of this 
amount had been obligated, leaving some $3.5 billion available to be 
Qbligated before the end of the fiscal year. For the time being, States 
are Geing permitted to obligate on a first-come, first-served basis, sub­
ject onlv to .individual State apportionment limitations. 

Accelerated construction of highways is an effective means of 
putting people to work; and the Committee is gratified that the Presi­
dent has taken this action. The Department of Transportation has 
estimated that approximately 107,000 on-site and related industry 
jobs can be created by this recent release of impounded funds. De­
pending on the pattern of spending of workers employed in the pro­
gram, newly induced jobs outside the industry could go as high as 
150,000. 

The release of impounded funds is not an exclusive remedy for un­
employment in the highway construction trade. Certain statutory 
-changes are needed to help the States meet the requirements for 
matching Federal-aid highway funds and to permit greater latitude 
in the use of funds for the greatest and most immediate impact on 
the unemployment problem. 

On March 5 and 6, the Subcommittee on Surface Transportation 
<Conducted public hearings to ascertain whether or not pending legis­
lative measures dealing with these problems could facilitate the obli­
<Yation of funds durinrr the remainder of this fiscal year. A total of 
l9 witnesses were hear:l, ahd nine additional statements and support­
ing materials were filed with the subcommittee. Testimony was re­
ceived from Members of Congress, Governors, Federal and State offi-
cials and industry and environmental interest groups. . . 

01~ Mn.rch 13, the subcommittee reported to the full committee H.R. 
:3786, a bill to increase the Federal matching share for Federal-aid 
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highways and cer~ain public mass transportation projects approved 
under title 23 Umted States Code between February 12, and the end 
of this fiscal year. The increase could be up to 100 percent at State 
option with the provision that the State would have to repay the 
amoun't of the increase in tlie Federal share before January 1, 1977. 

INOREASED FEDERAL MATCHING 

Over the years, the Federal Government and the various State 
governments' have share~ in. the responsibility :f~r administering a~d 
financing the Federal-ard hrghway pr~gram. '\Vrth Federal financial 
assistance and under Federal leadershrp, the States have developed 
the world's most efficient highway syste~ for the tr~nsportation ?f 
people, goods, and services .. Demonst;atmg a~ etJ;ective partnership 
arrangement since its inceptiOn, the Federal-aid lnghway program 1s 
an example of enlightened public administration . 

The committee 1s not recommending a permanent change to the 
traditional concept for Federal-State financing of the Nation's high­
ways. For decades, the States have sustained a capability to match 
Federal funds. 

Due to the unexpected release of $2 billion in impounded highway 
funds some States cannot at this time meet the requirements for addi­
tional State matching. Furthermore, the present condition of the 
economy and rising highway maintenance costs are beginning tore­
strict the capability of some States to mat~h previou~ly released funds. 
A diminution of the highway program m the vanous States so af­
fected would aagravate economic hardship and high unemployment. 

Therdorr, as"'durinrr the 1957 recession, it is necessary to relax tem­
porari]y tlw reguir\m~nts for State matching. However, it s~10uld be 
emphasir:Pd t1u~;t thrs IS a temporary measure ';tl1~ that req!l1~ements 
for matchinO' w1ll be resumed on .Tulv 1,1975. It ISm the pubhc mterest 
and vital to~-'the protection of Federa1 funds that participation on the 
part of t.he States be resumed at that time. 

H.R. 3786, as reported by the committee, is a temporary measure 
which permits an incre!lse in ~he Federal matchi~g shar.e for Federal­
aid hi()'hways and certam pubhc mass transportatiOn proJects approved 
undet title 23, United States Code, during the period from Febru­
arv 12, 1975, to the end of this fiscal year. f'xenerally, the States' share 
ol the cost of projects is 10 percent for the Interstate System and 30 
percent for other Federal-aid highway systems, and varying per­
centums for special categorical programs. To provide for temporary 
financing of the Sta.tes' share~ the F'ederal share of the cost of projects 
can be increased up to 100 percent. Such increases will be made upon 
request of any State a:r:d w!ll come from the State's existing appor­
tionments of Federal-aid highway funds. In return, the State must 
agree to repay such advanced amount prior to January 1, 1977, with 
non-Federal funds. The re~ayments will be 4eposited in the lfig>hwav 
Trust Fund, thereby restormg to the apportiOnments from which ad­
vances were made the amounts so advanced. The failure on the part of 
anv State to honor this commitment would result in the withholding 
of-approval of future Federal-aid highway projects in the State. 
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Wholesale release !Jf impotmded high,yay funds coupled wit.h are­
laxed matching reqmrement can be effective as a means of fightmg m;­
employment in the highway construction industry. However, tl!e!·~ IS 
no exclusive remedy for the probleJU. For exafi!~le, greater ftex1~1hty 
in the use of funds can enhance a State's capalnhty to deal effectively 
with its own unique unemployment situation. 

Accordingly, the bill.wn;s amende4 in committee to permit a transfer 
of funds among and w1thm categories (except for the Interstate Sys­
tem), including a tran~fer of fu!ld~ b~tween m;bai_I ~nd rural ar~as 
within a State. Apportionment hm1tat1ons for md1v1dual categories 
would be set aside; however, in no event could a State obligate more 
than the total of its current apportionments. The amendment would be 
effective from February 12, 1975, until the end of fiscal year 1975. 

Furthermore the amend:inent provides that funds must be repaid to 
the categories f~om which originally transferred by deducting at least 
50 percent of each futu~e annual apportionment from _the recipient 
cateo-ories and transferrmg such amounts annually until full repay­
ment has been made to the categories from which funds were originally 
transferred. The committee intends that such annual deductions shall 
not exceed 50 percent of the annual apportionments of the recipient 
category unless so requested by the State. · 

As an example, amounts transferred to the second!lry system in a 
State may be greater than the State's annual apportiOnment for the 
secondary system. By restricting the mandatory annual repayment to 
50 percent of the secondary system apportionment, annual funding for 
the seconda11 system would not necessarily be depleted. 

NONMAJOR FEDERAL ACTIONS 

Federal Highway Administration regulations provide ~idance as 
to types of projects ordinarily· considered to be nonmaJor actions. 
These include projects such as construction of a new rural two-lane 
highway which does not provide new access to an area and which 
would not be likely to precipitate significant changes in land use or 
development patterns, modernization of an existing highway by re­
surfacing, widening less than a single lane width, adding shoulders, 
adding auxiliary lanes for localized purposes (weaving, climbing, 
speed changes, etc.), and correcting substandard curves and intersec· 
tions, and safety projects such as grooving, glare screen, safety bar­
riers, energy attenuators, etc. 

Nonmajor projects are ~enerally the s:n~ll, labor-inte!ls~ve projects 
which can be advanced qmckly w1th a mm1mum of prehmmary plan­
ning and red tape. In a recent communication, the States were directed 
by the Federal Highway Admin~tration to give preference for the 
remainder of the fiseal year to proJects on whiCh work can commence 
within 45 days after approval of a project. This strategy is intended to 
have maximum possible impact on the unemployment situation. 

The subcommittee received a substantial amount of testimony on 
this subject during the hearings. The committee recommends that the 
existing guide~es ~e interpreted an.d administe~ed . as liberally af' 
possible to expedite highway constructiOn and prov1de Jobs. 
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CONSTRUCTION STANDARDS 

The Federal-aid highway system is built to the highest construction 
standards in the world. These standards mean increased safety and ca­
pacity for the system and ·lower vehicle operating costs. They also 
mean large expenditures for a given amount of highway built. Under 
normal conditions, a highway built today will last for 20 years as a 
working, structurally sound facility. 

Today, there are thousands of miles of older highways, built to 
earlier 'standards, which are long past their useful lives. Intensive 
maintenance cannot significantly deter their continued physical de­
terioration. They require a stronger measure of rehabilitation. Because 
there are so many and because today's construction standards are so 
high, the Federal Government and the States do not have the fiscal 
resources to reconstruct them before they become extremely hazardous 
and lose their usefulness. ·what is required is some intermeidate step, 
more substantial than maintenance yet not as costly as full recon­
struction in order to preserve them until more complete measures can 
be undertaken. 

Consideration of this situation should be undertaken when new 
highway ltlgislation affecting title 23, United States Code, comes 
before the Congress. 

In the meanwhile, it is the opinion of the committee that section 
lOH (a) and (b) of title 23, United States Code, grant the Secretary 
sufficient authority to adopt standards to meet this need. It is the 
committee's opinion, concurred in by the testimony of the Federal 
Highway Adminstration, that, in the interests of safety, or structural 
and riding adequacy, policies should be adopted that would permit 
Ji'ederal funding of such projects as : 

(a) Resurfacing, or widening and resurfacing, of existing rural 
and urban pavements with or without revision of horizontal or ver­
tical alinement or other geometric features : 

(b) Replacement of existing structures that are structurally or 
geometrically inadequate, or which constitute capacity restrictiOns, 
to a width at least equal to the American Association of State High­
way and Transportation Officials (AASHTO) minimums; 

(c) Replacement or rehabilitation of structures or structural com­
ponents, decks, or other major elements of existing structures; where 
such replacement or rehabilitation is necessary to preserve the integ­
rity of the structure but does not change basic structure geometries; 
and 

(d) Construction of bicycle paths in rural and urban areas, either 
within or outside highway right-of-way. 

Further, it is the opinion of the committee that the projects de­
scribed in paragraphs (a) through (d) are very often nonmajor 
actions. Determinations by the Secretary of Transportation along 
these lines will help assure the primary benefits that will be derived 
from the release of impounded Federal-aid highway funds at this 
time in terms of the stimulation of the highway construction industry 
and the reduction in unemployment that will result. In order to maxi­
mize this benefit, it is important that the States be able to obligate the 
impounded funds that are released as quickly as possible. 

\ 
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COl\IPLIANCE WITH CLA "GSE 2 ( l) OF RULE XI OF THE RULES OF THE HOUSE 

OF REPRESENTATIVES 

· (1) With reference to clause 2(1) (3) (A) o£ rule XI o£ the Rules 
o£ the House o£ Representatives, no separate hearings were held on 
the subject matter o£ this legislation by the Subcommittee on Investi­
gations and Review. However, the Subcommittee on Surface Trans­
portation held hearings on this subject matter which resulted in the 
reported bill .. 

(2) With respect to clause 2(1) (3) (B) o£ rule XI o£ the Rules o£ 
the House o£ Representatives the bill, as reported, does not provide 
new budget authority or increased tax expenditures. Accordingly, a 
~tatement :pursuant to section 308 (a) o£ the Congressional Budget Act 
IS not reqmred. 

(i3) With reference to elausc 2(1) (3) (C) o£ rule XI o£ the Rules 
o£ the House o£ Reprcsl'ntatives, the committee has not received an 
estimate and comparison prepared by the Director of the Congressional 
Budget Office under sed!on 40i3 o£ the Congressional Budget Act. 

(4) With reference to clause 2(1) (3) (D) o£ rule XI of the Rules 
o£ the House o£ RepresentatiYes, the Committee has not received a 
re~)OI't f_or the Committee on Government Operations pertaining to 
thrs suh1ect matter. 

( fi) With reference to clause 2 (I) ( 4) of rnle XI o£ the Hull's of 
the House o£ Representatives, the following information is provided: 

(a) On February 11, 1975, the President released an additional 
$2 billion o£ impounded highwav funds to proYide a stimulus to 
the economy. This action rfl:ised 'the total program level for Fed­
eral-aid Highways from $4.6 billion to $6.6 billion for fiscal year 
1975. 

(b) H.R 3786, as reported, permits an increase in the Federal 
share up to total cost on projects approved between February 12, 
~975, and June 30,1975. The purpose of this authorization is to 
msure ~hat the ~b~tes will be able to meet_ the goal o£ ~bligating 
the entire $6.6 b1lhon .before the end of this fiscal vear, mcluding 
the $2 billion released in February. Any amounts advanced to the 
States upon their request pursuant to this bill must be repaid to 
the Federal Government before January 1, 1977. 

(c) This bin will not affect prices ar1d costs since it does not 
authorize. additional funds. Instead, it permits the substitution, 
temporanly, of Federal funds for State funds with no net increase 
o£ cash _flow into the econ_omy: Also, the supply o£ and demand 
for eqmpment and materials IS unaffected bv this £undin0' ar­
rangement, given the commitment to increase the program "'level 
for the current fiscal years. Therefore, H.R. 3786, as reported 
would not have an inflationary impact on the national economy~ 

. Clause ? (a) o£ rule XIII of the Rules of the House of Representa­
tives reqUires a statement of the estimated cost to the United States 
\Yhich would be incurred in carrying out H.R. 3786. There would be 
no additional costs resulting from enactment o£ H.R. 3786. 

I 
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VOTE 

The committee ordered the bill reported by voice vote. 

PROVISIONS OF ExiSTIXG LA~ REFERRED TO IX TIIE BILL, AS REPORTED 

~~~r the in£orm~tion of ~he Me~bers, the following provisions of 
ex1stmg law are referred tom the hill, as reported: 

SECTIONS 104 (b), 106, AND 117 OF TITLE 23 OF THE 
UNITED STATES CODE 

§ 104. Apportionment 
(a) * * * 

* * * * * * * 
(b) On or before January 1 next precedin<)' the commencement o£ 

each fis_cal year, except as provided ir:t paragr:'phs (4) and (5) of this 
subsect~on., the Secre~ary, ~£ter makmg the. deduction authorized by 
subsectwn (~) o£ this sectiOn, shall apportwn the remainder o£ the 
s~1ms authonzed to be appropriated for expenditure upon the Federal­
~ud systems for that fiscal year, among the several States in the follow­
mg manner : 

(1) For the Federal-aid primary svstern: 
One-third in the ratio which the area of each State bears to the 

tot~l area of all the States; one-third in the ratio which the popu­
latwn of rural ar~as o£ each State bears to the total population o£ rural 
areas of all the States as shown by the latest availa.ble Federal cen­
sus; .one-t~i:11d in. the ratio which the mileage o£ rural delivery routes 
and ~nterc\ty; ma,1l routes where service is performed by motor vehi­
?les 11_1 each, State bears to. the ~ota~ mileage of rural delivel'Y and 
~nterc1ty ma1l routes where service- IS performed by motor vehic.les 
111 all the. States a~ the close o£ the next preceding calendar year, 
as shown by a certJ.ficate o£ the Postrnast~>I.' General, which he is di­
rected to m~ke _and furnish a1~n ually to the Secretar:y. No State (other 
than the D1stnct o£ Columbia) shall receive less than one-hal£ o£ 1 
per centmn of each year's apportionment. 

(2) For the Federal-aid secondary system: 
One-third in the ratio which the area o£ each State bears to the 

t~tal area o£ all the States; one-third in the ratio which the population 
of rural areas of each State bears to the total population o£ rural 
arPas o£ all the States. as shown by the latest available Federal cell­
sus;. and ~ne-thi_rd in the ratio whJch. the mileage o£ rural delivery 
and_mterc1ty mail route.s whe~e service 1s performed b.v motor vehicles, 
certified as above provided. 111 each State bears to the total mileaO"e 
o£ rural deliv~ry a!ld intercity mail routes where service is perform~d 
by motor vehicles m all the States. No State (other than the District 
of Columbia) shall receive less than one-hal£ o£ 1 per centum o£ each 
year's apportionment. 

(3) For extensions o£ the Federal-aid primary and Federal-aid 
secondary systems within urban areas: 

In the ratio which the population in municipalities and other urban 
places o£ five thousand or more in each State bears to the total pop~ 
ulation in municipalities and other urban places o£ five thousand 

\ 
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or more in all the States as· shown by the latest available Federal 
census. . 

( 4) For the Interstate System, for the fiscal years endmg June 30, 
1957, June 30,1958, an.d Ju~e 30,1959: . 

One-half in the ratw whiCh the populatiOn of each State be~rs to 
the total population of all the States as shown by the latest available 
Federal census except that no States shall receive less than three­
fourths of 1 pe~ centum of the funds so apportioned; and one-half in 
the manner provided in paragraph (1) of th~s su~section. The su~s 
authorized by section 108 (b) of the Federal-Aid Highway Act of 19<>6 
for the fiscal years ending June 30, 19?8, and June 30, 1959, shall be 
apportioned on a date not less tha~ s~x months and not more tl~an 
tweh'e months in advance of the begmmng of the fiscal year for winch 
authorized. 

( 5) For the Interstate System for the fiscal years 1960 through 1979: 
For the fiscal years 1960 through 1966, in the ratio which the esti­

mated cost of completing the Interstate Syst~m i~ sue~ State, as de­
termined and approved in the manner provided m this paragraph, 
bears to the sum of the estimated cost of completing the Intersta~e 
System in all of the States. For the fiscal years 1967 through 1979, m 
the ratio which the Federal share of the estimated cost of completing 
the Interstate System in such State, as determined and approved in 
the manner provided in this paragraph, bears to the sum of the esti­
mated cost of the Federal share of completing the Interstate System 
in all of the States. Each apportionment herein authorized for the 
fiscal years 1960 through ~979, inclusive, shall be made ~n a date a~ far 
in advance of the begmnmg of the fiscal year for whiCh authonzed 
as practicable but in no case more than eighteen months prior 
to the beginning of the fiscal year for which authorized. As soon as 
the standards provided for in subsection (b) of section 109 of this title 
have been adopted, the Secretary, in cooperation with the State high­
way departments, shall make a detailed estimate of the cost of com­
pleting the Interstate System as then designated, after taking into 
account all previous apportionments made under this section, based 
upon such standards and in accordance with rules and regulations 
adopted by him and applied uniformly to all of the States. The Secre­
tary shall transmit such estimates to the Senate and the House of 
Representatives within ten days subsequent to January 2, 1958. Upon 
approval of such estimate by the Congress by concurrent resolutwn, 
the Secretary shall use such approved estimate in making apportion­
ments for the fiscal years ending ,June 30,1960, June 30,1961, and ,June 
30, 1962. The Secretary shall make a revised estimate of the cost of 
completing the then designated Interstate System, after taking into 
account all previous apportionments made under this section, in the 
same manner as stated above, and transmit the same to the Senate and 
the House of Representatives within ten days subsequent to January 
2, 1961. Upon approval of such estimate by the Congress by concurrent 
resolution, the Secretary shall use such approved estimll!te in making 
apportionments for the fiscal·years ending June 30, 1963, June 30, 
1964. June 30, 1965, and June 30, 1966. The Secretary shall make are­
vised estimate of the cost of completing the then designated Interstate 
System, after taking into account all previous apportionments made 
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under this section, in the same manner as stated above, and transmit 
the same to the Senate and the House of Representatives within ten 
days subsequent to January 2, 1965. Upon the approval of such esti­
mate by the Congress, the Becretary shall use the Federal share of 
such approved estimate in making apportionments for the fiscal years 
ending June 30,1967; .Tune 30, 1968; and .June 30,1969. The Secretary 
shall make a revised estimate of the cost of completing the then desig­
nated Interstate System afi:er taking into account all previous· appor­
tionments made under this section, in the same manner as stated above, 
and transmit the same to the Senate and the House of Representatives 
within ten days subsequent to .January 2, 1968. Upon the approval by 
the Congress, the Secretary shall use the Federal share of such ap­
proved estimate in making apportionments for the fiscal years ending 
J nne 30, 1970, and June 30, 1971. The Secretary shall make a revised 
estimate of the cost of completing the then designated Interstate Sys­
tem after taking into account all previous apportionments made under 
this section in the same manner as stated above, and transmit the same 
to the Senate and the House of Representatives on April 20, 1970. 
Upon the approval by the Congress, the Secretary shall use the Fed­
eral share of such approved estimate in making apportionments for 
the fiscal years ending June 30, 1972, and June 30,1973. The Secretary 
shall make a revised estimate of the cost of completing the then desig­
nated Interstate System after taking into account all previous appor­
tionments made under this section in the same manner as stated above, 
and transmit the same to the Senate and the House of Representatives 
within ten days subsequent to .T anuary 2, 1972. Upon the approval by 
Congress, the Secretary shall use the Federal share of such approved 
estimate in making apportionments for the fiscal years ending 
.Tune 30, 1974, June 30, 1975, and .Tune 30, 1976. The Secretary shall 
make a revised estimate of the cost of completing the then desig­
nated Interstate System after taking into account all previous 
apportionments made under this section in the same manner as stated 
above, and transmit the same to the Senate and the House of Rep­
resentatives within ten days subsequent to .January 2. 1975. Uoon the 
approval by Congress, the Secretary shall use the Federal share of 
such approved estimate in making apportionments for the fisoal 
years ending .Tune 30, 1977, and .Tune 30, 1978. The Secretary shall 
make a revised estimate of the cost of completing the then designated 
Interstate System after taking into account all previous apportion­
ments made under this section in the same manner as stated above. 
and transmit the same to the 'Senate and the House of Representatives 
within ten days subsequent to .January 2, 1977. Upon the approval 
by Congress, the Secretary shall use the Federal share of such ap­
proved estimates in making apportionments for the fiscal year ending 
.Tune 30, 1979. Whenever the Secretary, pursuant to this subsection, 
requests and receives estimates of cost from the State highwav de­
partments, he shall furnish copies of such estimates at the ·same 
time to the Senate and the Roue of Representatives. 

( 6) For the Federal-aid urban system: 
In tlw ratio which the population in urban areas, or parts thereof, 

in each State bears to the total population in such urban areas, or parts 



10 

thereof, in all the States as shown by the latest available Federal cen­
sus. No State shall receive less than one-half of 1 per centum of each 
year's apportionment. 

* * * * * * * 
§ 106. Plans, specifications, and estimates. 

(a) Except as provided in section 117 of this title, the State highway 
department shall submit to the Secretary for his approval, as soon as 
practicable after program approval, such surveys, plans, specifications, 
and estimates for each proposed project included in an approved pro­
gram as the Secretary may require. The Secretary shall act upon such 
surveys, plans, specifications, and estimates as soon as practicable after 
the same have been submitted, and his approval of any such project 
shall be deemed a contractual obligation of the Federal Government 
forthe payment of its proportional contribution thereto. In taking such 
action, the Secretary shall be guided by the provisions of section 109 
of this title. · 

(b) In addition to the approval required under subsection (a) of 
this section, proposed specifications :for projects for construction on ( 1) 
the Federal-aid secondary system, except in States where all public 
roads and highways are under the control and supervision o£ the State 
highway department, and (2) the Federal-aid urban system, s.ha1l be 
determined by the State highway. department and the appropriate 
local road officials in cooperation with each other. 

(c) Items included in any such estimate :for construction engineer­
ing shall not exceed 10 per centum of the total estimated cost of a 
project finaRced with Federal-aid primary, secondary, or urban funds, 
after excluding fwm such total estimated cost, the estimated costs of 
rights-o:f-way,.preliminary engineering, and construction engineering: 
Pro.vided, That such limitation shall be 15 per centum in any State with 
respect to which the Secretary finds such higher limitation to be neces­
sary. For any project financed with interstate :funds, such limitation 
shall be 10 per centum. 

(d) In suc:h cases as the Secretary determines advisable, plans, 
specifications, and estimates for proposed projects on anyFederal-aid 
system shall be accompanied by a value engineering or other cost re~ 
duction analysis. 

* * * * * * 
§ 117. Certification acceptance. 

(a) The Secretary may discharge any o:f his responsibilities under 
this title relative to projects on Federal-aid systems, except the Inter­
state System, upon the request of any State, by accepting a certification 
by the State highway deparment, or that deparment, commission, 
board, or official of any State charged by its laws with the respon­
sibility for highway construction, o:f its performance of such respon­
sibilities, if he finds such projects will be carried out in accordance 
with State laws, regulations, directives, and standards establishing 
requirements at least equivalent to those contained in, or issued pur­
suant to, this title. 
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(b) The Secretary shall make a final inspection of each such proj~t 
upon its completion and shall require an adequate report of the esti­
mated, and actual, cost o:f construction as well as such other informa-
tion as he determines necessary. . 

(c) 'l'he procedure authorized by this section shall be an alternat1 ve 
to that otherwise prescribed in this title. The Secretary shall promul­
gate such guidelines and regulations as may be necessary to carry out 
this section. . 

(d) Acceptance by the Secretary of a St!l!te's ce_rtifi~at.ion ~de:r this 
section may be rescinded by the Secretary at any time If, m Ins opm10n, 
it is necessary to do. . 

(e) Nothing in this section shall affect or discharge any resp~m­
sibility or · tion of the Secretary under any Federal law, mcludmg 
the National nvironmental Policy Act of 1969 (42 U.S.C. 4321, et 
seq.), section 4 (f.) of the Department of Transportation Act ( 49 U.S.C. 
1653(f) ), title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000(d), 
et seq.), title VIII of the Act of ;Aprilll, 1968. (Publi.c Law 90-284, 42 
lT.S.C. 3601 et seq.), and the lT mform Relocation Ass1stance and Land 
Acquisition Policies Act o:f 1970 ( 42 U.S.C. 4601, et seq.), other than 
this title. 



SEPARATE YIE\VS OF MS. ABZGG 

The Committee has made a serious mistake in its reversal of the 
Transportation Subcommittee's decision to decategorize all impounded 
highway monies :for the period February 12, 1975-June 30, 1975. 

The decategorization amendment as perfected would have meant 
that all the States could have taken advantage of the released funds 
rather than just some of them. And it would mean that all of the im­
pounded :funds could have been spent, rather than just some of it. 
More importantly, the larger urban states where unemployment is par­
ticularly high would have been able to be considered equally not dis­
criminatorily as is now the case. 

This is because those states, reflecting a national phenomenon, have 
exhausted most of the highway money appropriated to them except 
for the interstate funds. One half of all impounded highway funds are 
in the interstate program. This is due in part to the long lead times 
and bureaucratic impediments associated with interstate projects. 
Thus, it is generally true that States have moved primary and urban 
projects. The evidence is unmistakenly clear that they could move 
more of these projects and thus stimulate the construction industry. 
But they cannot do this if the released highway funtls are not flexible 
and decategorized, including the interstate program. This is most 
evidently the case in Alabama, Illinois, Louisiana, New ,Jersey, New 
York, Ohio, Pennsylvania and Massachusetts. • 

The Transportation Subcommittee endorsed this concept almost 
unanimously. The full committee accepted the concept of flexibility 
but refused to extend it to the interstate program. Yet, ·with an ade­
quate payback mechanism whereby the interstate program and any 
other highway category and the Highway Trust Fund \vould be made 
whole no later than January 1, 1977. there is no logical reason not to 
extend flexibility where it is most necessary. Rather. the Committee 
evidenced a mania of protectionism towards the interstate that was 
misplaced, unneces~ary and sin~ularly destructive. 

It cannot be demed that by v1rtue of the amendment I offered: 
(1) No State could have used another State's appropriations; 

and 
( 2) Each State that, in effect, transferred money from one cate­

gory to another must pay it back to the particular category from 
whence it came; and · 

( 3) No more funds than is presently allowed by the highway 
law could have been spent on mass transit. 

Finally, the Act would have only obtained only until J ulv 1 1975 
and only for funds obligated since February 12, 1975. ·· ' 

(13) 
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This flexibility was an emergency measure to relieve an emergency 
situation. The Administration released the funds so it could be spent so 
it could create jobs. This bill and amendment allowed the money to 
be spent where otherwise it may not be. 

If we are sincere about fighting unemployment, the Congress should 
pass this bill with my amendment to give the states the tools and the 
vehicle they need to bring the federal dollar to the people. Otherwise, 
this bill is a useless gesture and the release of impounded funds a cruel 
hoax. 

0 



H. R. 3786 

RintQ!'fourth crongrrss of tht ilnitrd ~tatrs of £\mcrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Tuesday, the.Jourteenth ~X of.Ja-,U;!Iry, 
one thousand nine hundred and seventy1ive . 

To authorize the increase of the Federal share of certain projects under title 23, 
United States Code. 

Be it enacted by tlu!, Senate and House of Repre8entatime8 of tlu!, 
United State8 of .America in Congress assemJJled, That, notwithstand­
ing any other provision of law, the Federal share of any project 
approved by the Secretary of Transportation under section 106(a), 
and of any project for which the United States becomes obligated to 
pay under section 117, of title 23, United States Code, during the 
period beginning February 12, 1975, and ending September 30, 1975 
(both dates inclusive), shall be such percentage of the construction 
cost as the State highway department requests, up to and including 
100 per centum. 

SEc. 2. The total amount of such increases in the Federal share as 
are made pursuant to the first section of this Act for any State shall 
be repaid to the United States by such State before January 1, 1977. 
Such repayments shall be deposited in the Highway Trust Fund. No 
project shall be approved under section 106 or sectiOn 117 of title 23, 
United States Code, for any project in any State which has failed to 
make its repayment in accordance with this section until such repay­
ment has been made. 

SEC. 3. Notwithstanding any other provision of law, any money 
apportioned under section 104(b) of title 23, United States Code, for 
any one Federal-aid highway s;ystem in a State (other than the Inter­
state System) may be used durmg the period beginning February 12, 
1~, flll~ ending September 30, 197!} (both ootfft-inelu~, .fo!o-itR' 
project in that State on any Federal-aid highway system (other than 
the Interstate System). The Secretary shall deduct from moneys 
apportioned to a State under section 104(b) of title 23, United States 
Code, after the date of enactment of this section for a Federal-aid 
highway system on which money has been used under authority of 
the precedmg sentence an amount equal to the money so used, and 
the deducted amount shan be repaid and credited to the last appor­
tionment made for the system for which the money so used was 
originally apportioned. Each deduction made under the preceding 
sentence shall be at least 50 per centum of the annual apportionment 
to which th~ deduction applies until full repayment has been made. 

Speaker of the House of Representatwes. 

Vice President of tJu?, United States and 
President of tlu!, Senate. 



FOR IMMEDIATE RELEASE June 5, 1975 

Office of the White House Press Secretary 

-----------------------------------------------------------
THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I have signed into law H.R. 3786, a bill that will permit 
greater flexibility to the States in the use of Federal-aid 
highway funds and enable them to temporarily defer their 
matching share for certain projects. 

The major benefit of this legislation is that it will 
permit States to temporarily reallocate Federal funds among 
the various categories of Federal-aid highway programs, except 
for the Interstate System. This change will permit the States 
to move forward with certain job-creating highway projects 
which they could otherwise not undertake at this time. This is 
also consistent with my view that the number of categories in 
the Federal highway program should be reduced. 

Unfortunately, this legislation permits the States to defer 
until December 31, 1976, the payment of their matching require­
ment on projects for which Federal funds have been approved 
between February 12 and September 30, 1975. 

Although I strongly oppose in principle deferring matching 
requirements by State and local governments, this one-time ex­
ception is made to enable the States to take advantage of the 
special jobs-producing highway funds which I released in 
February and of the additional funds made available by the 
Congress in April. Importantly, H.R. 3786 contains a tough 
provision which requires States to either pay up their deferred 
matching share by the end of 1976 or lose future Federal high­
way grants. For these reasons, I have signed this legislation 
to insure that all States will be able to take advantage of 
their fair share of these special highway funds and to proceed 
with projects which will stimulate employment in the construction 
industry. 

# # # # 



J.tay 23, 1975 

Dear Mr. Director: 

The :foll.ow:ing bills vere received at the ~1hite 
House on l~ 23rd: 

s. 249 
li.R. 3786 
R .. R. 7136 

Please let the President have reports and 
recommendations as to the approval. of these 
bi:U.S as soon as possible.-

Sincerely, 

Robert D. Linder 
Chie:f E..""Cecutive Cl.erk 

The Honorable James T. Lynn 
Director 
Office of Ma.nagemeiit and Budget 
Hashin.:,<Tton, D. c. 




