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The Higlway Trust Fund was established by the Jighway Revenue Act of 1555,
and the revenues accrving thereto under the provisions of the Act were
dedicated to the fln"ﬁ;ing or Federal-aid highways, -~

At the same time, the Fedeyal-Aid Eighwey Act of 1956 provided increased -
zittovizaticns for the ASC program of primary, sscender)y and urbaa high-
vays ‘and -also authorized fumds for completion in 1872 of the 41,000-nile -
National: Svstem pf Intersiate. and Dzfense Highways; cormonly ‘known as :
the - Inizrstete System, based vpon the then estinated costs of the System.

Each -of -these tw¥o Acts has besn ameade@ or supplemented severzl ¢imes
sincé 1956, Additionzl Tevenues heve bzen previded for the Trust Fund,
anmual authorizations have bsen 'rcreased for both the ABC and Interstate
prograin, and the Interstaze progvan hes besn exteanded to 1974,

Prior ‘o 16536, revenues from 21l Federal excise texes on motor fuels,

notor vehicles, and associzted producis were placed in the General Fund - -
‘of the ‘United S tetés Trszsery. Alsey prior to 1956, appropriziions for
TEdEI&l z2id € the States for highwzy inprovezeni were pmade fron the
Trezsuiy Gemerzl Fund. Thus before 1836 there was nc linkage between
Highway-telated Fidszal ‘excise -tzx revenuvss and disburssments for Fedbral
highway 2id, The excise tax gi motor fuel was considerzd mo différegt o
from that on cigerettes; the aDﬁTOPFIatlo.S for Federal highway aid no
different frem those for supporcing the prices of zgricultural products,
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'Tnls lazg—c nting pattern wes completely changed by the Federal-iid
Higheay and Revenus &cis of 18%5. To pay for ¢he expanded Federzl-Aid
hlghhay pregram, Congress increased some of the highway-related excise
taxes and levied soms new ones. It earmarked the revenues of some [but
pot eli) of the highwzy-related excise taxes te go into the Highway Trust
Fupd which the 1055 logislavior created. Ths Trust Fund was nade tiue sole
source of meney for the ABC and Interstate programs. Thus the Federal-aid
‘pregrait W&s pui on a wholly ,1gh”ﬂy~15 -5t ;po*ied pay-as~you-build basis,
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mm1th° Interstate epporiicmment amount, even though statutorily

athorized must bz correspondingly r *ced ang the deferred amcunt carried
fervard until the Highway Trust Fuad inceng cgn support it., In practice
ttis has really created no problem sincs the inceme and apportiomment
athorizations have bsen fully cooxdinzted.

Surces af revenue accruing to the Highway Trust Fund are shown in Figure 1,
15 established by the 1856 Jegislation and undor present law, Initial tax
rifes have bzen increassd undex legislsticn enacted in 1659, 1961 and 1685,
15 fellows:

Item 1 _ Tax incre

Mmﬁr-fdalmn«=~n=namum- from 3 comts to 4 cemnts per,gallan
Tiresmunemnmun—n wmemwes from 8 cénts to 10 cents pér pound
nmqs--wnwﬂwa--uwunwnv fﬁaa_g_ccnfs to 10 cents per pound
Tread TUbBERmrownm e o framfﬁ-ce$£§ to 5 cents p&é pouad

few trucks, buses

and tyailersanec=~mewe from 4 parcent to 10 percent of manufaciurer's
szles price
Heavy -vehicle use=--==~ from $1.58 to $3.00 per thousand pounds’ -
' per yzar on venicles weighing over 26,000
pounds gross veight loeded

lbricating o0il-csewsaw from O cenis to 6 cents par gallon

Truck and bus povis

and 20CESSOrigse~r~==~ froam 0 poreent to 8 percent of manufacturer's
salas price

ne prin01ﬂa] highway-related ¢xcise tex noet accruing to the Highway Trust

Fund is the Federal excis2 tax on automcdiles. No part of the present

7 percent fax on new automobiles accrucs te the Highway Trust Fund., This

tax curvently yields sbout $1.5 billien annuzlly to general funds of the

Treasury.

Highway Trust Fuud revenues teotzled i4.4 iliion during the fiscal yeagr
n

of Trust Fun d reEvenues

‘Gr fuel., About 29 percent

(4 2] )
1968. As shown 3n Figure 2, about
accrue from tha 4 cants T 1

> p&T g
of the revenues comz Ifvon the varvi vehicle end zutcmative
products, In fiscal 1568 about 1 i-e revenue came from
interest eaynings and reimburseian gengral fund on account
of expa > Pacific Howrih i Relizf,




Highway Trust Fund revenues, expenditures and balances ara shown in
Figure 3 for each of the fiscal ysars 1957 LnrOLgh 1968, Revenues
totzled $37.213 billion during this period, and expenditures totaled
$36,231 billion. The Trust Fund balance was $982 million on June 30,
1968, This total was redeced to $756 million by Cctober 31, 1968,
reflecting the excess of experditures over revenues diuring the
construction season. Trust fund balances at the end of each month and
year are carvied forward and remain available for expenditure as needed
at a later date.

Section 209(6}’2) of ths Highway Revenue Act of 1956 provides that the
Secrstary of the Trezsury shall invest any Trhsc Fund balzaces not re-
quired to meet current expenditures. Such investments mzy be made only in
,1nter§$t~bn"r1ng:oblﬂoau1ons of the United States or in cbligatiocus '
‘guarzateed as to both principal end imterest by the United States,

Interest is paid on such irvestments at the average current rate for
‘Governnenu chrligatic nsa

Interest eavynings have totaled $147 millicn through the Llscal year 1968,
.and these earnings have zccrued to the credit of the Trust Fund. The‘cur—
reni lntersst rate on Hi gh”ay Trust Fonds invested in U, 5. Treasury B
Certificates of Indebtedness is 4-3/4 percent.

-Highway Trust Fund finencing to gate and 2 projection of the progra:
through the fiscal ysar 1975 are shown in Figure 4.

9
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[Funds have been gpporticnsd and made availeble to the States for the fiscal
fyears thrcngh 1270, ss shown by ths staifst ep line. The projection of
mnhor14ailanw through the fiscal year 1975 covers the Interstate program
.85 autho ized by. the Federal-Aid Highwey Act of 1968, totaling $50.6
_b11110“ in Federal funds, plus continuvation of the ABb, TOPICS, Rural
Primary and Sscendary, Advance R/V Acauisiticn and Emergency Relief pro-

. grams a§ azuthorized by the 1963 Act, R

Progress of the progranm through October 31, 1288, is xeflected by the
shaded area to the left in Figurxe 4. Preojections of cobligations, revenues
cand disbursements through the fiscal year 1875 are bassd on estimates of
Trust Fund revenuss,

Highwey Tyust Fund revenuses acerue through September 30, 1972, under

g > _ & :

present legislation, end 2re estimated te toizl zbout $5?,9 billion by
that date. Expenditures through the fiscal year 1275 are estimated to

total! about §

. jion, to liquicdate zpportionments for 1875 and prior

fiscal years. Addi
ez
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ionel revenves totzling sbont 315.5 billien, as shown
gt the right in Figure 4, will be required for comple-
zate system and other programs as pvogecbed. The
additional revernuss could be provided by extension of the Trust Fund, by
‘additional tax levies, or by combinaticn of these alternatives, as may be

-

determined by the Congress.
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The Federal-aid program coperatss within the limits of revenues available

it the Trust Fund, with borrowings from Gereral Funds of the Treasury, if
any, requlrad to be repaid by the close of the fiscal year during which

the borrowings occur. Accordingly, 1t was necessary in 1959 to establish

i reimbursable obligetion schedule, variously referred to as "reimbursement
slanning' or Mcontract controls", to insure that oblipgations did not

meeed the amounts that could be liouideted from Trust Fund revenues

wen the work was done and veuchers subnmitted by the States claiming
reinbursement for the Federal share. :

i shiown *in ‘Figure 5, the reimbursemént planning controls permitted all
bt $1.0 billion of the funds apportiened for fiscal 1957 and prior years
e released for-cbligation on & reimbursable basis by July 1, 1966,

In‘fovember v23, 1966, in recogmition -of the need for ¢8rbing inflationary
PIESSUTES,; an 1n151ml limivation of $3.3 billion wes estzblished on program
tligations during the fiscal yezr 1867, The $3.3 billiion limitation for
fiscal 1967 reflected a program reducticn of $700 million or 17.5 percent
from the previcusly expected level of $4.0 billion.

However, inflation
pernitting che rel
wailable under .t

ws pede availabl

"y pressures eascd somewhat during the fiscal year,
se of $1.040 bBillion in addition to swmounts nade
he initial. limitaticn, Thus a total of $4.340 billion

¢ for oblipation during fiscal 19587.

Hffettive d

siuary 23, 1963, £s .a continuing step in controlling inflationary
.pmsmmeog,? limitation of $4.115 billion was established for ebligations
that rcould. he incurred during the calendar year 1868. -Not to exceed 45
percent of the. celendar year limitetion ceuld be incurred through June 30,
1968, Fn~ new limitation, shown by the heavy dashed line in Figure 5,
gduct £ he prejected level of

tion of $600 millicn from the pr
rations then erxpectad to b
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wwurred dur:nv the

ml&@tﬁmbar 6, 18G8, steps were taken to reduce Federal-aid highway
gpending by $200 million during the fiscal year 1889. The reduction was
me of the measures takén in ‘recponse to the Revenue and Expenditure
Gntrol Act of 1963, which divected that CGoverrment expsaditures be
redeccd by & total of $6 billion during the fiscal year 1969,

The reduction in Fedevai-zid highway exmenditures durirg the fiscal year
1960 hzs besn accomplished throucgh the temporary deferral of new project
gprovels for a parioed of ebout 3 months,

funds have now bean rslessed for ebligation on & month-by-month basis,
berinning with & reduced program of about $100 million in December and
ntineing with a $509 miliion progrem for each month Jenuary through
e, 1858, The 1oba2 0f cver ¢! / billion available for obligation

&5
M1hw the f£i . the same as had begn projectied
pefore the
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The ceilings on Federal-aid highway funds available for obligation during
a fiscal or calendar year, including the specizl limitations prescribed for
the fiscal year 1867, the cazlendar year 1568, and the fiscal year 1969, do
mt affect the fiscal year spporticmments authorized by the Federal-aid
pighwey legislation nor the zvailability of revenues in the Highway Trust
fund, The funds apportioned te the Siates but not obligated during a year
are carried forward and remain svailanle for obligation in later years.
Revenues accruing to the Highway Trust Fund and not required for current
expenditures are invested by the Treasury Department in public debt
securities, and remzin availeble to the credit of thg Trust Fund for

neking payments to the States at a later date, As mentioned previously,
the interest earned on such invesimsnts is credited to the Trust Fund.

An.simnary, there are many advantages to a Trust Fund operation, and there
are some obvipus CONCETnRS. . '

On the plus side, programs may be authorized for a period of years in

the future, as in ithe case of the Interstate progran, with assurance that
revenues will be availeble to liguidate the obligztions incurred. With
tontract authority such as we have for the highway program,. it is possible
tovimcur-obligations in advence of revenus collections needed to liguidate
‘the obligations, and we continually cperate with unliquidated obligations -
totaling ebout $6 billion, with assurence that funds will be avzilable

ir the Highway Trust Fund to reimburse the States when the work is done.

Or the other hand, it is mecessary that the prograzm be carefully conirolled
to assure that obligaticns do not exceed amounts that cah be liquidated’
frop-the Trust Fund on 2 year by year basis. And it must be recognized
that-the program is still subject to such controls as mzy be necessary by
reason of inflationary pressures, expesnditure reductions, appropriation
limitations and othev factors, notwithstanding the availebility of

revenues in the Trust Fund.

In some guarters there is sevious intenticn te raid the Highway Trust

Fund fer the benzfit of other modes of transportation, on the theory

"that it should be converted into & Transportation Trust Fund and its
preceeds made aveilable to city mayors end officiels for mass transit
purposes. This is advanced as being necessary in order to give volce to
local dzsirgs about how the transportation problem shall be resolved in
gach local community. Supposedliy, this would pormit a city governing
board to decide to use their highway funds either for street improvemsnts
or for a subway. This is gensrally accompenied by the claim that a subway
will not disrupt the community with dislecations of pocople or businesses,
and that it will automatically taks all of the traffic load off tne

city streets, Such statements are closg to misrepresentations,; even if
“based on nothing wore than misunderstanding of what rail mass transit can
do in solving the trzffic load guestion cver the entire metropolitan area.
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e cleim is bandied about that ome track of rail mass transit can--note
i word can--carry as much as 20 lanes of “freeway. Those making this
gtemeat 141l to advise that one lene of fresway can do the same and
are, They also fall to state that you cannct build a practical one-
nck mass transit rail line; it takes at least two, aleng with z whole
o of stations, and othor specizl operating equipnent. Also, that at
ppint in the world has the theoreticael capacity which they claim for
nils been actually resached; about the highsst capacity on record being
i the order of 25,000 to 30,000 perso*s zctually carried and this is a
me reached over only & short par¢od ¢f time--5 to 10 minutes, rather
Tna full hour--and over a very short section of trackage.. Whereas,
:ws line operating now through the New York area is actually ecarrying
mwtthls sane Tumber over very long distances, throughcut the whole
hwn in the same lane with a large number of zutomobiles; and thé lane
isareilable and does carry throughout the day wore cars and trucks and
:ﬁmnsihan does the rail line anywhere. So the proposal for diversion
mtrﬂﬂ1ghna. Trist Fv"d to "irznsperiation™ purpeses; mezning rail im
vt cases, would not materially benefit the overzll tr«nsyortanlon
poeess, ‘but- would in so doing Tob the Hlnhuey Trust Fund of monies

kely neadad for moxe -beneficial uyﬂﬁ= of improvemsnts.

side. from the lesser bemsfits of such 2 diversion, it is in my opinion
st pl 1, bacause the lehﬁﬁf Trust Fund was set up, as the

4..1'1 immoral 2
od implies, to provide funds in trust for a steted and sgreed-upen
JrpOSE .

I do not believe in breaking faith with the American people
il through their elected representatives in the Congress pledged that
um51CViaﬁ in 2 certain way would be usad culy in the manner agreed
o, JE funding is to be given to theze other transportaticn purposes,
tien, th&f sheuld go to the Comgress and the pecple and mzke the needed
greement, just as did the highway people, :

tere are likewise .proposzls regularly made to divert scme of the proceeds

o the Fund to a variety of other purposes, some not even related to

lighvays or transportation. There 1s strong feeling in some govermment

parters against amy earmark ing c¥ tax revenues, because it prevents

Yuidity" of rcjdﬂenvnﬁ-cf incoms; in other words, diversien to-another
15C38 1

arpose chosen by the fiscal &au&DDTS.

erate a program of this megnitude, with its long planning

2%, 1{6 LUmMETOUS commitments which must be built up

ce of actual comsirvucilon without the certulnly

¢ ntractural authority provision of the highway
tion. - We must be alert (o prevent actioas to do away with

nce to the progreés that

no, 1 would iike to make brief r "en
s & system. My remzrks thus

afe
in completion of the Interstes

.-'.*- 1=



fir heve been concerned with Tvust Fund finencing, but we should not
overlook the overall objectives of the pregram, which are to complste

the improvenment of the Intersiate system and to continue the program for
inmprovement of the Federal-aid primary and secondary systems in both
rural and urbsn areas.

The progress of the Interstate system improvement as of September 30, 1968,
is shown in Figure 6. In rounded totals, nearly 65 percent of the system
has been improved amnd optned to traffic. Another 15 percent is undsr
Ceonstruction. Location has been approved for an additionzl 19 percent.
Public hearings heve been held znd location epproval is pending on an
additional ong percent plus. Location has pot yet been determinad for

caly zbout ons-half of one percent, -

The particulayr situation that I would like to point out with respect to
the urban-rural breakdown is that urban sections of the system are fully
35 advanced as the rural sectioss, ' '

Wz hear . great deal about locetion problems for the Interstate system in
various c¢ities. ~Yet locations have bsen approved for $8 pevcent of the
urban-Interstate system nileage. Public hearings have been held and -
focation ‘epproval is peading oa enother ons percent of the system,  The -
location problems about which we hear se much are confined to only one
sercent of the urban Intzrstate milesgs.

From tie staandpoeint of both finencing -end Interstate system progiess-
urbzn and rural--1 conclude that an énvieble vecord is being established,



Figure 1

Federal Excise Taxes Accruing to the
Highway Trust Fund

Tax rate
: 1556 Present
Tax Source Rate Basis Legisiation law
T - A TR . -
Hotor fuel secoeonnonnse  CEDES per g2lIOR L.ecvan 3¢ _ 4¢
fubbar:
Tires i iesssserescess CERES per pound ..eoceve . 8¢ 10¢
TUDES sovevncaseonseno CERTS PEY POURD sosconos 9¢ - 10¢
Retread EIDGOBQQDDGQOQG cents per pOund esetrNu 3¢ L 5¢
dew trucks, buses, and percent of mfgr's, _
trailers cocoorcocsens sales price ciseseeves 5% o 10%
wwmal heavy vehicle - per 1,609 pounds : _
USE TAX sesnessscessco PEY YEEY coavccoemcrns $1.50 $3.00
[ubricating 0i} ceiccuces CENLS P2r 2RLION ceocere 0¢ 6¢

Truck and bus paerts and  percent of mfgr's,
accessofiﬁs P F CBPERPDFEBED Sales pfice LR IR 0'

[
o
oV



HIGHWAY TRUST FUND RECEIPTS

{Millicns of Dollars)

Figure 2

Fiscal Year

1968

Fisczl Year 1968

TOTAL

ten Tax Rate Amount  Percent

HOTOR FUEL:

fasoline 4 cents per gallon $2,88 65,22

Digsel -.do - ' 208 4,70
Subtotal $3,096  69.92

VEHICLE AND AUTOMOTIVE PRODUCTS:

Trucks, buses 10 percent of menufacturers 510 11.52
and trailers price ' S
Tires 10 cents per pound for 468 10.57
: highwzy tires and 5 cents

per pound for oihsr tires

Innertubes 10 cents per pound 19 0.43

Iredd rubber S cents per pound 25 0.56
llezvy vehicle §$3.00 per 1,000 pounds on 98 2,21
use vehicles of over 26,000

peunds gross weight

barts and 8 percent of manufzcturer's 81 1.83

zccessories, wholesale price
—trucks and

buses
lubricating 6 cents per gallion B2 1.85
pils :

Subtotal $1,285  28.97

* INTEREST $ 34 0.77
REIMBURSEMENT (Pecific Northwest Disaster Relief) is - 0.34
$4,428 106,00




Figure 3

L
HIGHWAY TRUST FUND REYENUES
EXPENDITURES AXND BALANCES

July 1, 1856 through June 30, 1968
{Milliens of dollars)

Balance at

Fiscal close of
-Yesr, - , Revenues Expenditureas - fiscal year
s - $ 1,482 $ 956 s sie
1538 2,044 1,511 1,049
1659 2,087 2,613 523
960 2,536 2,_950 118
1961 2,799 2,619 299
19%2-’ a 2,956 2,784 471-
1963 | | 3,293 3,017 | 747
1964 3,539 3,645 a4l
1365 3,670 4,026 : 285
1966 3,924 3,965 244
1967 4,455 3,974 725
1568 4,478 4,171 082

TOTAL §37,213 $36,231 § o8l



Figure 4
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FEDUERAL AUNDS-RILLIONS OF DOLLARS

'Figure 5
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Figure 6
Progress of Interstats System Improvement

As of Septembar 30, 1968

Urban Rural Total

Status Miles  Percent Miles  Percent Miles  percent
improved and open 4,741 69 21,768 64 26,509 64.6
to trafficl/ _

‘ “F
inder construction ‘825 12 5,218 15 6,043 14.7
Location approved - 1,160 17 6,502 19 7,662 18.8
construction not
started
Public hearing 78 1 482 1.5 560 1.4
held - approval
pending
-location not - 81 1l 118 0.5 19¢ 0.5
approved
Inassigned2/ - - - - 27 -
Total 6,885 100 34,088 100 41,000 100

I/ Includes tollroads.

)y Mileage not assigned to any spscific route,



