Analysis of H.R. 3550, as passed by the House of Representatives on 4/2/04

(RTA-000-0700A)

The following is a six-year apportionment analysis developed by FHWA’s Office of Legislation and Strategic Planning, based on the House-passed version of H.R. 3550 (TEA-LU).  This analysis is comparable to RTA-000-0642A, FHWA’s previous baseline analysis of H.R.3550 as passed by the House on 4/2, except that the factors used for computing the apportionments have been updated, and some technical refinements have been made in the application of the factors.  

This new set of certified factors represent the latest available data as of May 2004, and would be used by the FHWA for computing the FY 2004 apportionments upon passage of a six-year reauthorization bill.  (The previous RTA-000-0642A analysis had been based primarily on the factors used to compute the FY 2003 apportionments).   

H.R. 3550 retains the general structure of the Minimum Guarantee program from TEA-21, with some modifications in terms of the programs included in its computation.  (Five new formula programs were added to the Minimum Guarantee computation, while High Priority Projects were removed.)  The Minimum Guarantee program is authorized as “such sums as may be necessary”.  (Consequently, it is necessary to first compute the Minimum Guarantee, in order to estimate the overall size of the bill).  

Technical Notes

This analysis was based primarily on apportionment factors representing the latest available data as of May 2004, except that the Highway Trust Fund contributions have been modified in the latter years to reflect the crediting to the Highway Account of two additional increments of revenues from gasohol taxes (2.5 and 5.2 cents), as described below.  The analysis assumed the 1% Metro Planning takedown would apply only to those programs that it applies to under current law, and did not extend the takedown to the five new formula programs.  A 2% administrative takedown was applied to the Safe Roads to Schools program, but no administrative takedown was applied to any other program.  Additional takedowns set as specific dollar figures were applied, based on bill language.  
H.R.3550 includes provisions that would change the amount of revenue deposited into the Highway Account of the Highway Trust Fund per gallon of gasohol.  The first increment of 2.5 cents per gallon would be credited to the Highway Account retroactively, beginning 10/1/03, while the second increment of 5.2 cents per gallon would be imposed and credited to the Highway Account beginning 10/1/04.  Since Highway Account contributions are calculated based on revenue and gallonage data from prior years, there would normally be a lag between the timing of these tax changes and when they would begin to be reflected in the apportionment factors.  This analysis has been refined to reflect this data lag, so that the 2.5 cent increment would begin to affect the apportionments starting in FY 2006, while the 5.2 cent increment would begin to affect the apportionments starting in FY 2007.  

Note that the 4/1/04 Manager’s amendment to H.R.3550 included language that appeared to be intended to extend the $100,000,000 Interstate Maintenance Discretionary Program takedown through FY 2004.  However, the FHWA has determined that this language lacked a change to 23 USC 118(c)(1) that would be necessary to continue the program beyond FY 2003.  Therefore this takedown has been dropped from this analysis.  

H.R. 3550 includes a new Safety Program, to be split 2/3 for 23 USC 152 (Hazard Elimination) and 1/3 for 23 USC 130 (Rail-Highway Crossing).  The Hazard Elimination portion would be distributed to the States via the formula used to apportion funds under the Surface Transportation Program as outlined in current law (25% Federal-aid Lane Miles; 40% Federal-aid Vehicle Miles, 35% Highway Trust Fund Contributions).  The Sec. 130 portion would be distributed 50% through the STP formula as outlined in current law, with the remaining 50% distributed to the States based on their number of total rail-highway grade crossings.  (Note that the two components of the Safety Program are shown separately in the summary output for this analysis.)  

H.R.3550 also includes a new Border Infrastructure Program, to be distributed among border States based on the following formula:  20% based on the total number of incoming commercial truck crossings through the land border ports of entry, 30% based on the total number of incoming personal vehicle and incoming bus crossings through the land border ports of entry, 25% based on the total weight of incoming cargo by commercial trucks that pass through land border ports of entry, and 25% based on the total number of land border ports of entry.  

H.R. 3550 also includes a new High Risk Rural Roads Safety Improvement program, to be distributed in the following manner:  33⅓% based on public road lane mileage for rural minor collectors and rural local roads, 33⅓% based on the population of areas other than urbanized areas, and 33⅓% based on total vehicle miles traveled on public roads.  

H.R. 3550 also includes a new Intermodal Connectors program, to be distributed among the States based on the following formula:  33.3% based on the number of intermodal freight connectors (as identified in the most recent FHWA Intermodal Freight Connectors study), 33.3% based on Highway Trust Fund contributions attributable to commercial vehicles, and 33.4% based on the NHS program apportionment formula.  

H.R. 3550 also includes a new Safe Routes to School program, to be distributed among the States based on total student enrollment in primary and middle schools, with each State guaranteed a minimum apportionment of $2,000,000.  

Guide to Tables

The attached Excel file contains 10 tables.  (The following list is based on the names on the tabs in the Excel spreadsheet, rather than the titles on the printed output.)  

The “Return Summary” page compares 6-year funding for each State under this scenario with that under TEA-21.  This table also includes each State’s relative rate of return on their contributions to the Highway Trust fund.  (This later computation is used in the Minimum Guarantee computation.)  Note that the TEA-21 values shown reflect those programs included in the Minimum Guarantee computation at that time (thus, High Priority Projects are included, though they are not reflected in the H.R. 3550 figures).   

The  “Aggregate” page contains the 6-year total apportionments by program and State.  This is followed by the “Average” page, which shows average annual values, and the “2004”, “2005”, “2006”, “2007”, “2008” and “2009” pages, which show the same information for individual years.  

The “Annual Comp” page shows each State’s total apportionments by year, and compares them with their FY 2003 apportionments.  

Findings

Based on the latest available data as of May 2004, and the assumptions listed above, the required total six-year cost of the Minimum Guarantee would be $50.0 billion.  Adding in the estimated cost of the Minimum Guarantee to the authorized program levels directly identified in H.R.3550 brings the total amount to be apportioned to States to $192.0 billion.  

	Minimum Guarantee Summary

	
	Minimum Guarantee Calculated

In Analysis
	Guaranteed

Rate of Return

	2004
	$  7.9 bil.
	$0.905

	2005
	$  8.1 bil.
	$0.905

	2006
	$  8.1 bil.
	$0.905

	2007
	$  8.4 bil.
	$0.905

	2008
	$  8.6 bil.
	$0.905

	2009
	$  8.8 bil.
	$0.905

	Total
	$ 50.0 bil.
	


The estimated cost of the Minimum Guarantee in this analysis, based on the latest available data as of May 2004, is about $4 billion higher than in FHWA’s earlier baseline analysis of H.R.3550 (RTA-000-0642A), which was based primarily on the factors used in the computation of the FY 2003 apportionments.  

The way the Minimum Guarantee program in TEA-21 and H.R.3550 is structured, one State will always wind up driving the overall size of the program in a given year.  Since the Minimum Guarantee does not allow for negative adjustments, but includes a table of target shares for each State (23 USC 105(b)), as a percent of the total program size, the driving State will generally be the one with the largest proportional difference between its share of the regular formula program apportionments and its share in the 23 USC 105(b) table.  Since no State can lose funding under this program, the only way to reduce a State’s share of the total program size is to increase funding for all other States. 

The most likely candidates to be the driving State are those with a 23 USC 105(b) share well below 0.5%, that receive the minimum 0.5% apportionment from most of the apportioned programs.  Under TEA-21, the District of Columbia (with a table share of 0.3956%) has been the driving State in each of the six years.  For most of the apportioned programs, DC receives the minimum apportionment (typically 0.5%) of the total program, so data variations don’t affect its apportionments.  However, in the case of the Bridge Replacement and Rehabilitation program, DC receives more than the minimum apportionment, so changes in its bridge data will impact its apportionment.  Based on the latest available data as of May 2004, DC would receive an additional $12.3 million from the Bridge program, than it would have based on the FY 2003 Bridge factors.  In order to keep this additional funding from changing DC’s share of the total program size, it would be necessary to increase the overall size of the program substantially, and add Minimum Guarantee funding to all other States.  This is the primary reason why the estimated cost of the Minimum Guarantee is $4 billion higher in this analysis than in RTA-000-0642A.   (As a general rule, for every $1 of increased funding for DC, hundreds of dollars must be added to other States, in order to keep DC’s share of the total program down at its target level).  
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