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Dear Senator Levin 

As you requested, we are providing the results of our analysis of what 
obligation authority the states might receive for highway programs under 
S.667, the proposed Transportation Empowerment Act (TEA-2). On April 23, 
1997, you requested that we estimate a state-by-state breakdown of obligation 
authority, using the same assumptions as in our February 11, 1997, report on 
an earlier proposed version of TEA-2 for Senator Mack and Congressman 
Kasich.’ The most critical of the assumptions inherent in TEA-2 is that all 
states would dedicate sufficient funds to offset the reduction in the federal 
funds they would receive after federal fuel excise taxes are reduced in fiscal 
year 2002. As our work progressed, we identified three technical changes to 
TEA-2 that are necessary if the proposed legislation is to achieve its goal of a 
zero budget effect. As agreed with your office, we made our TEA-2 estimates 
as though those changes had been incorporated; therefore, total highway 
outlays equal total highway excise taxes in each year. 

The results of our analysis, and the accompanying assumptions and technical 
changes, are presented in enclosure I. Notes to enclosure I clarify the 
components of the Core Program-the remaining federal highway programs 
administered by the Federal Highway Administration (FHWA)-and the 
estimates of potential state obligations and state funds. We have also 
provided, as enclosure II, the revenue and outlay estimates underlying our 

?I’ransnortation Infrastructure: Estimated Funding Under the Transnortation 
Empowerment Act (GAO/RCED-97-73R, Feb. 11, 1997). 
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analysis, the budget effect of TEA-2 as revised by the technical changes, and 
the calculation of the potential state obligations that could be supported by 
dedicated state funds and federal grants under TEA-2. 

We provided FHWA with draft copies of our analysis for review and 
comment. In comments on our analysis, the Director of FHWA’s Office of 
Budget and Finance agreed with the reasonableness of the analysis’ approach 
and the appropriateness of the data used. FHWA acknowledged that our 
estimates agreed with those of FHWA for the Core Program but differed for 
the remainder of TEA-2. These differences arose because FHWA did not 
estimate the I&z&ructure Special Assistance Fund and because FHWA used 
different assumptions about the return of excess tax receipts to the states, 
both of which resulted in lower estimates of potential state obligations. 

We performed our work from April 1997 through September 1997. In doing 
so, we coordinated our efforts with the Congressional Budget Office (CBO), 
and our estimates conform to CBO’s January baseline budget forecast. 
Please call me at (202) 5123650 if you have any questions. Contributors to 
this report were Ron Stouffer, SaraAnn Moessbauer, and Mark Dayton. 

Sincerely yours, _ 

Phyllig F. Scheinberg 
Associate Director, Transportation Issues 

Enclosures - 2 
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Ordering Information 

The first copy of each GAO report and testimony is free. 
Additional copies are $2 each. Orders should be sent to the 
following address, accompanied by a check or money order 
made out to the Superintendent of Documents, when 
necessary. VISA and Mastercard credit cards are accepted, also. 
Orders for 100 or more copies to be mailed to a single address 
are discounted 25 percent. 

Orders by mail: 

U.S. General Accounting Office 
P.O. Box 37050 
Washington, DC 20013 

or visit: 

Room 1100 
700 4th St. NW (corner of 4th and G Sts. NW) 
U.S. General Accounting Office 
Washington, DC 

Orders may also be placed by calling (202) 512-6000 
or by using fax number (202) 512-6061, or TDD (202) 512-2537. 

Each day, GAO issues a list of newly available reports and 
testimony. To receive facsimile copies of the daily list or any 
list from the past 30 days, please call (202) 512-6000 using a 
touchtone phone. A recorded menu wiR provide information on 
how to obtain these lists. 

For information on how to access GAO reports on the INTERNET, 
send an e-mail message with Yinfo” in the body to: 

P info&vww.gao.gov 

or visit GAO’s World Wide Web Home Page at: 

http:/%ww.gao.gov 
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