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B-253984 

August 10, 1993 

The Honorable Pete Domenici 
United States Senate 

Dear Senator Domenici: 

The purpose of this letter is to provide you with 
information that you requested on funding alternatives for 
highway demonstration projects authorized under the 
Intermodal Surface Transportation Efficiency Act (ISTEA) of 
1991. Specifically, you asked us to analyze (1) the effect 
on states' funding levels of redistributing ISTEA 
demonstration project funding as federal-aid highway 
program apportionments and (2) the effect on states' rates 
of obligation of bringing ISTEA demonstration projects 
under the annual obligation limitation. 

You requested these two analyses as a follow-up to our 
March 31, 1993, testimony entitled Surface Transportation: 
Fundina Limitations and Barriers to Cross-Modal Decision 
Makinq (GAO/T-RCED-93-25). That testimony presented a 
number of concerns regarding the costs of authorizing a 
large number of demonstration, or special, highway projects 
and the limited payoff that is associated with this type of 
highway investment.l As our testimony noted, demonstration 
projects tend to have a slow rate of obligation. For 
example, in 1991, only 36 percent of funding authorized for 
demonstration projects 4 years earlier had been obligated. 

Our first analysis considered the impact on individual 
states' total funding levels of redistributing ISTEA 
demonstration project funding. This analysis assumed the 
hypothetical scenario that ISTEA had not included 
demonstration projects. We performed the analysis by 

lDemonstration, or special, projects fall into several 
distinct categories 
projects identified 
range in scope from 
multilane highway. 

but are-generally specific construction 
by name in legislation. Projects can 
paving a gravel road to building a 
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previously restricted to use for demonstration projects 
would become available for any federal-aid highway program 
that states selected. It should be noted that the 
opportunity to obligate funds flexibly from year to year 
would in no way relieve states of the requirement to 
eventually set aside federal-aid highway funds for 
authorized demonstration projects. The reason is that 
budget authority remains attached to the projects for which 
it was authorized. 

The flexibility inherent in the alternative scenario under 
the second analysis would come at a cost to some states. 
Seventeen states would receive less total funding available 
for obligation in a given year. The reason is that these 
states have a relatively large amount of demonstration 
project funding, and under this scenario, they would face a 
new cap on their obligations for these projects. The 
remaining 33 states plus the District of Columbia and 
Puerto Rico would benefit from a limitation on obligations 
for demonstration projects, since more obligational 
authority could be used for core federal-aid highway 
programs. It should be noted that any increases and 
decreases in states' obligational authority would not have 
a lasting effect on any state's funding, since ultimately, 
no state would gain or lose any authorized funds to which 
it was entitled. 

Both analyses related to the demonstration projects 
authorized in sections 1061, 1103, 1104, 1105, 1106, 1107, 
and 1108 of ISTEA. Over the g-year authorization period 
(fiscal years 1992 through 1997), these sections of ISTEA 
authorized a total of $6.229 billion for 539 projects. We 
focused our analyses on project authorizations for fiscal 
year 1993, which total $1.179 billion; this permitted us to 
use actual state-by-state data and thus did not require us 
to rely on estimated future state-funding levels. 
Officials from the Federal Highway Administration (FHWA) 
told us that the results identified for fiscal year 1993 
could be expected to serve as a good indicator of basic 
patterns that would be reflected throughout the ISTEA 
authorization period. We performed our work in June and 
July 1993 in accordance with generally accepted government 
auditing standards. 

ANALYSIS 1: REDISTRIBUTION OF ISTEA'S 
1 

On the basis of financial information provided by FHWA, we 
analyzed the state-by-state impact on funding for fiscal 
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year 1993 under the assumption that funds reserved for 
demonstration projects in the same year ($1.179 billion) 
were instead redistributed on the basis of each state's 
percent share of apportioned federal-aid highway program 
funds. Under this scenario, 31 states plus the District of 
Columbia and Puerto Rico would have received more 
authorized funding. The average dollar gain would have 
been $12 million; $70 million would have represented the 
high end of the range (Massachusetts), and $1 million would 
have represented the low end (Vermont). Nineteen states 
would have received less authorized funding. For this 
group of states, the average loss would have been $21 
million; $115 million would have represented the greatest' 
loss (Pennsylvania), and $102,000 would have represented 
the lowest loss (Rhode Island). Table 1 indicates which 
states' funding would have increased and decreased, and 
enclosure I details the supporting calculations and the 
method of analysis. 
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Table 1: Summarv of Effects on Fiscal Year 1993 
State Funding Under Redistribution of Demonstration 
Project Allocations as Annortioned Funds 

State-funding increases 

Alaska 
Arizona 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Indiana 
Kentucky 
Louisiana 
Maryland 
Massachusetts 
Michigan 
Montana 
Nebraska 
New Mexico 
New York 
North Carolina 
Ohio 
Oregon 
Puerto Rico 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Wisconsin 
Wyoming 

State-funding decreases 

Alabama 
Arkansas 
Illinois 
Iowa 
Kansas 
Maine 
Minnesota 
Mississippi 
Missouri 
Nevada 
New Hampshire 
New Jersey 
North Dakota 
Oklahoma 
Pennsylvania 
Rhode Island 
Virginia 
Washington 
West Virginia 

Total: 33 (incl. DC and PR) Total: 19 

Average gain: $12 million Average loss: $21 million 
Range of gains: Range of losses: 

$1 million to $70 million $102,000 to $115 million 
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ANALYSIS 2: OBLIGATION LIMITATION IMPOSED 
ON DEMONSTRATION PROJECTS' FUNDING 

If demonstration projects were brought under the obligation 
limitation, all states would benefit from an increase in 
their flexibility to target annual obligations to programs 
and projects that were ready to go. At present, as we 
noted in our March 31, 1993, testimony, funds for 
demonstration projects can remain unobligated for years. 
In contrast, if projects were brought under the obligation 
limitation, authorized funding would no longer sit idle. 
The reason is that, under our second analysis, states would 
receive an annual block of the obligation limitation to use 
flexibly across programs and demonstration projects, 
whereas at present, states are restricted from using 
obligational authority associated with demonstration 
projects for any other purpose. Because states have 
traditionally used almost all of their obligation 
limitation in any given year, it is reasonable to expect 
that a greater amount of total apportioned and allocated 
funding would be obligated each year if projects were made 
subject to the limitation. 

It should be noted that no state would gain or lose total 
funding if demonstration projects were placed under the 
obligation limitation; only the rate at which states have 
the opportunity to spend the funds would change. This 
would cause some variation in each state's annual 
obligation authority, but would not affect the total amount 
of funding that they would eventually have available for 
obligation. Moreover, the benefits associated with states' 
increased flexibility to target obligations where they were 
most needed could outweigh any decrease in annual 
obligational authority that a state might face. 

Gains and Losses of Annual Obliaation Authoritv 

Using FHWA's financial information, we analyzed the state- 
by-state impact of making demonstration project funds 
subject to the fiscal year 1993 obligation limitation.3 
Under this scenario, 33 states plus the District of 
Columbia and Puerto Rico would have received more 

3Traditionally, demonstration projects are exempt from the 
annual obligation limitation. The Bush administration's 
fiscal year 1993 budget request proposed that projects be 
held under the obligation limitation, but this proposed 
change in legislation was not enacted by the Congress. 
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obligational authority if projects were made subject to the 
obligation limitation. The average dollar increase for 
fiscal year 1993 obligational authority would have been $2 
million; $15 million would have represented the high end of 
the range (Massachusetts), and $14,000 would have 
represented the low end (Michigan). Seventeen states would 
have received less obligational authority. For this group 
of states, the average decrease would have been $5 million; 
$23 million would have represented the greatest decrease ' 
(Pennsylvania), and $14,000 would have represented the 
lowest decrease (New Hampshire). Table 2 indicates which 
states' obligational authority would have increased and , 
decreased, and enclosure II details our supporting 
calculations and our method of analysis. 

Again, it should be noted that these increases and 
decreases would be temporary, since no state would gain or 
lose any authorized funding to which it was entitled. 
Moreover, the effect of any short-term decreases would be 
mitigated by the benefits of having the ability to use 
obligational authority that was previously attached to 
demonstration projects for core federal-aid highway 
programs until the demonstration projects became ready-to- 
90. 
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Table 2: Summarv of Effects on States' Obligational 
Authoritv for Fiscal Year 1993 if Demonstration Funds 
Were Made Subiect to Obligation Limitation 

Obligational authority increases Obligational authority decreases 

Alaska Alabama 
Arizona Arkansas 
California Illinois 
Colorado Iowa 
Connecticut Maine 
Delaware Minnesota 
District of Columbia Mississippi 
Florida Missouri 
Georgia Nevada 
Hawaii New Hampshire 
Idaho New Jersey 
Indiana North Dakota 
Kansas Oklahoma 
Kentucky Pennsylvania 
Louisiana Virginia 
Maryland Washington 
Massachusetts West Virginia 
Michigan 
Montana 
Nebraska 
New Mexico 
New York 
North Carolina 
Ohio 
Oregon 
Puerto Rico 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Wisconsin 
Wyoming 

Total: 35 (incl. DC and PR) Total: 17 

Average increase: $2 million Average decrease: $5 million 
Range of increases: Range of decreases: 

$14,000 to $15 million $14,000 to $23 million 
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Although states could obligate funds flexibly across 
programs and projects under the alternative scenario, it 
should be noted that, in the long run, funds authorized for 
demonstration projects would have to be used for their 
intended purpose. For example, in the early years of the 
authorization period, a state could elect to use 
obligational authority associated with demonstration 
projects for core federal-aid highway programs, such as the 
Surface Transportation Program. Eventually, however, the 
state would have to use obligational authority associated 
with federal-aid program categories for the demonstration 
projects that had not yet been fully obligated. 

The outlay, or spend-out, rate would likely continue to 
track with historical rates of highway spending. For each 
dollar obligated, on average, about 17 cents would be 
liquidated in the first year of obligation, 52 cents in the 
second year, 15 cents in the third year, 5 cents in the 
fourth year, and the remaining 11 cents over the next few 
years. 

AGENCY COMMENTS 

We discussed the information in this letter with officials 
from DOT's Office of General Counsel and Office of the 
Assistant Secretary for Policy and International Affairs. 
We also met with officials from FHWA's Office of Policy 
Development and Office of Fiscal Services. These officials 
generally agreed with the facts as presented, and we have 
incorporated their comments where appropriate. As agreed 
with your office, we did not obtain written agency comments 
on this letter. 

Also as arranged with your office, unless you publicly 
announce its contents earlier, we plan no further 
distribution of this letter until 30 days after the date of 
the letter. At that time, we will send copies to the 
Secretary of Transportation; the Administrator, Federal 
Highway Administration; and other interested parties. We 
will make copies available to others on request. 
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We hope that this information is helpful to you. Please 
call me at (202) 512-6001 if you have any questions. 

Sincerely yours, 

Director, Transportation Issues 
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ENCLOSURE I ENCLOSURE I 

ANALYSIS OF IMPACTS OF REDISTRIBUTING DEMONSTRATION 
PROJECT FUNDS AS A PERCENTAGE OF APPORTIONMENTS 

Table I.1 details the state-by-state dollar impacts of a 
hypothetical redistribution of fiscal year 1993 demonstration 
project funds. The comparison was accomplished in accordance 
with the following methodology: 

Step 1: We listed each state's total apportionments for fiscal 
year 1991. These appear as column 2 of table 1.1. 

Step 2: We determined each state's fiscal year 1993 funding for 
demonstration projects (base case). This is shown as column 3 of I 
table 1.1. 

Step 3: We calculated an alternative scenario by redistributing 
fiscal year 1993 funding for demonstration projects to all states 
in accordance with each state's percent share of total fiscal 
year 1993 apportioned funds. This is shown as column 4 of table 
1.1. 

Step 4: We compared individual states' shares of the total 
funding reserved for demonstration projects under the base case 
with the alternative scenario. This comparison is shown in 
column 5 of table 1.1. States with a positive difference would 
gain funding under the hypothetical redistribution of ISTEA's 
demonstration project funding. 
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Table 1.1: Dollar Impacts of Redistributinq 
Demonstration Project Funds 

- - - - 
I 1 2 3 4 5 I 

I 
I 1 state 
I 
I Alabama 
I Alaska 
1 Arizona 
I Arkansas 
j California 
I Colorado 
I Connecticut 
I Delaware 
j Dist. of Columbia 
I Florida 
I Georgia 
I Hawaii 
j Idaho 
I iiiinois 
I Indiana 
1 Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 

I 
1 Total 
I apporfionmenfs 

I 
I 
I 
I 

I 

I 
I 
I 
I 

I 

I 
194.248.484 I 
258,888,757 I 
284.541540 1 

85X69.477 1 
295,897,506 1 

1 Q82.795.604 I 
484,121,007 1 
238547,741 I 
195,597.299 I 
380,220.208 1 
185.091,389 I 
139,979.103 I 
105,244.815 I 

82,373.707 1 
491,909.587 I 

295,013,522 
213,429,359 
252,834,828 
202.071,188 

1,840.470,852 
209.808,042 
338.411,288 

70,184,032 
95,385,855 

718954.034 
505,742,790 
121 QO2.482 
112937,700 
803,998,258 
375.087994 
212B48.512 

FY 1993 (a) 

Base case: 
actual FY 1993 
project 
allocations (b) 

30,537,727 
0 

2,274,913 
7t ,500,817 
88,121.8t t 

540,758 
14,805,585 

0 
4,120.951 

33,482,251 
20,895,748 

l,t18,8tO 
3.41 t ,284 

108,4Q5,004 
t 7e895.842 
21.208,482 
13.812,187 

4,027,718 
13,582,817 
34,888.222 

8,098,943 
1,100,183 

30,983,259 
38,923,398 
18,381,754 
31,585,05t 

3358,430 
2,207,818 

19.88t ,985 
5.985933 

37934,422 

I Alternative scenario: I I 
redistributed I 
project allocations 
per FY 1993 share of I I 
apportionments (c) I Difference (d) I 

I I 
I 

19,871,234 1 
t 4.375.988 1 
t7,030,t89 I 
t3.810,914 j 

t t 0,497.243 1 
14,t 18.575 
22,7Q4,379 

4,727,388 
8,424.894 

48,419.872 
34,132,889 

8,2(X252 
7,588,94t 

40,883,528 
25,234,813 
14,323,237 
13,084.Oot j 
17,423,024 1 
t 7,818,732 1 

5,729.354 1 
19,930,777 I 
71,588.755 I 
32,808,Q53 1 
18,087.887 I 
13,174,853 I 
25,810,504 1 
1t,120,064 I 

9.428.577 1 
7,088,978 1 
5548,448 1 

33,133.587 1 

I 
(10986,493) 1 
14.375988 1 
t 4.755.278 1 

(57,889,903) 1 
44,375.532 1 
13,577.817 

7,988,794 I 
4,727,388 
2,303.943 I 

t4,937,82t 
13,438,943 I 

7,085,442 
4,t 75,877 I 

(87,721,478) I 
7,588,971 

(8983,245) I 
(528, t 88) 

13,3Q5,308 I 
4,238,115 

(29,158.858) f 
1 t 933,834 
70,488,592 I 

1.825,894 1 
(22555,531) I 

(3,208.9ot) I 
(5954547) I 
7.783934 1 
7.220.981 1 

(12.593,007) 1 
(437,185) I 

(4,700.855) I 
(continued next page) 
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ENCLOSURE I ENCLOSURE I 

- - - - 
I 1 2 
I -- -_- _ 

I 
I 
I 

I 1 Total 
I apportionments 

State 1 FY1993(a) 
--. I 

New Mexico I 179.853,881 
New York I 920.433.497 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Puerto Rico 
Rhode island 
South Carolina 
South Dakota 

445,703,389 
105,774.283 
637.882.9 19 
241.783,414 
200.414,174 
740.500,732 

88,473,890 
107.593.422 
218.305,854 
113540,248 

3 

Base case: 
actual FY 1993 
project 
allocations (b) 

1,734,155 
58.281.732 
27,661,888 
13,239,251 
29,491,829 
18,509,904 

8,577,542 
164,410,988 

0 
7348,718 
7.218.324 

871,288 

- 
I 
I 
I 
I 

4 5 
- 

Alternative scenario: 
redistributed I 
project allocations I 
per FY 1993 share of I 
apportionments (c) I Difference (d) 

I 

30.021.258 

12,114.423 1 

7,124,641 
42952,427 

81.997,868 1 

18.285,812 
13,499,303 
49.877,929 

5,959.325 
7,247,173 

14.589,720 
7.647,734 

2.159.588 

10,380,288 

(8,114.610) 
13,460.596 

5.715.934 

(224,092) 
4,921,761 

(114,533,057) 
5.959.325 

(101.545) 
7,353.396 
6.976448 

Tennessee I 354,356,236 1 5.611,577 1 23,868,383 1 18.256.806 
1 Texas i ,125,554.206 1 45.247,510 
I utah 127,5Q4,198 I 2.032,504 
I Vermont 

I 
75.271,842 I 3,729.366 

1 Virginia 389.899.001 1 27,512,329 
I Washington 400,007,435 1 27.107,562 
I West Virginia 180.371.192 1 58.140.82t 
I Wisconsin 337,959,860 1 13332,464 
I Wyoming 114.248,153 I 4.329.368 
I I 
1 TOTAL 17.496,794,104 1 1.178,532,071 
I LIPPPZIPZIII = s==lltlLPllt = ‘==LrlltPPL 

I 75.813.987 8.594,368 
I 26,282.438 5.070,088 

I 
26,Q43,312 
10,802.127 

I 22,763,972 
I 7.695,418 

I 1 .176,532.071 
SC rPfPr==l=llll= 

I 30.568.477 

I 8.581,662 1340,722 

I (1.249,691) 

I 

(164.250) 
(47.338.694) 

I 9,431,488 
I 3.366,050 

(a) Source: FHWA. 
(b) Source: FHWA. 
(c) Source: FHWA. 
(d) Derived: column 4 - column 3. 

Note: FY = fiscal year. A positive difference in column 5 indicates that a state gains funding under the aitemative scenario. A 
negative difference indicates that a state loses funding under the aitemative scenario. 
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ENCLOSURE II ENCLOSURE II 

ANALYSIS OF IMPACTS OF PLACING DEMONSTRATION PROJECTS 
UNDER THE OBLIGATION LIMITATION 

Table II.1 details the state-by-state dollar impacts that would 
occur if funding for demonstration projects were made subject to 
the obligation limitation. The analysis focuses on the impact on 
each state's obligational authority. In fiscal year 1993, total 
obligational authority was approximately 80 percent of total 
authorized funding. 

The following description of our methodology is broken into three 
related parts: (1) the base case, which sets up each state's 
obligational authority under current law; (2) the alternative 
scenario, which determines each state's obligational authority if 
demonstration projects were made subject to the obligation 
limitation; and (3) the comparison of the base case and the 
alternative scenario. 

STEP 1: BASE CASE 

We began our analysis of the base case (current law) by 
determining each state's actual share of the total fiscal year 
1993 obligation limitation.' States' dollar shares of the 
fiscal year 1993 limitation are shown as column 2 of table II.1, 
and their percent shares of the obligation limitation are shown 
as column 5 of table 11.1. 

Next, we determined each state's fiscal year 1993 allocated 
funding for demonstration projects. This is shown as column 3 of 
table 11.1. Because demonstration projects are not subject to 
the obligation limitation under current law, the full amount 
allocated for demonstration projects may be obligated. Thus, 
each state's obligational authority for demonstration projects is 
simply equal to its project allocation. 

Last, by adding together each state's obligation limitation 
(column 2) and demonstration project allocation (column 3), we 
determined each state's total obligational authority under the 
base case. This is shown as column 4 of table 11.1. 

'The dollar amounts shown exclude obligational authority for 
programs including Highway Planning and Research, Administration, 
and Federal Lands. Although these programs are technically part 
of the obligation limitation, they may be obligated at 100 
percent of their total funding, and thus are not subject to 
constraint. 
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STEP 2: ALTERNATIVE SCENARIO 

We analyzed the outcome of making demonstration projects 
to the obligation limitation by giving each state a fixed 

subject 

percentage of obligational authority for demonstration projects. 
This was set at 80 percent of each state's fiscal year 1993 
demonstration project funding. We selected 80 percent because 
this is approximately the amount of apportioned funding subject 
to the obligation limitation that was made available for 
obligation in fiscal year 1993. Each state's 80-percent share of 
demonstration project funding is shown in column 6 of table II.l. 

Next, since 100 percent of demonstration project funding was 
available for obligation in fiscal year 1993, applying an 
obligation limitation of 80 percent to these projects leaves a 
remaining balance of 20 percent. The 20-percent share is shown 
as column 7 of table 11.1. Our analysis of the alternative 
scenario then assumes that this balance of obligational authority 
is freed up for redistribution among the states. 

Thereafter, we figured what each state would have received on the 
basis of its share of the total obligation limitation for fiscal 
year 1993, which refers back to column 5 of table 11.1. The 
results of the 20-percent redistribution are shown as column 8 of 
table 11.1. 

Last, by summing up each state's (1) individual obligation 
limitation (column 2), (2) 80-percent share of its demonstration 
project funding (column 6), and (3) share of the redistributed 
20-percent remaining balance of demonstration project funding 
(column 8), we were able to determine each state's total 
obligational authority under the alternative scenario. This is 
shown as column 9 of table 11.1, and provides the sum total for 
the alternative scenario. Note that, in both the base case and 
the alternative scenario, total funding available for obligation 
~~~~;9~~;""',"', shown as the total of columns 4 and 9) is 

. 

STEP 3: COMPARISON 

To complete the analysis, we compared individual states' total 
fiscal year 1993 obligational authority under the base case 
(column 4) with the alternative scenario (column 9). This 
comparison is shown in column 10 of table II.l. States with a 
positive difference would gain obligational authority under the 
hypothetical redistribution of ISTEA's demonstration project 
funding. 
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1 2 3 4 5 0 7 
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Told CA. Wm. 1 Of(oW ; FYI093 i FY lW3 
unda bar 1 ob.Ilm.kw I Pro)ret I prow 
a- (c) 1 FYI993 (d) 1 WCC. C) I dloc. 6 
II_- ----I I --_--- -- I 

I 
246.450.605 1 
171.627.663 1 
177.176.567 1 
202346.550 1 

I I 
1.657235% 1 24.4m.152 1 
1.3m6121 1 0 I 
1.323076% I 1.518930 1 
1.043347% 1 57.mo.654 I 

i ahm.aofw%of 1 under 
I M10Q3pmjsct 1 ~Ifemaflva I 
1 db.. loat (g) 1 rsnaflo(h) 1 Dlflemnce 0) 1 

I 

01 
454.W3 I 

14.3m.163 1 
13224.322 1 

lW,l!i2 1 
2.Wl.117 1 

0 I 
624.lW 1 

6.660.450 I 
4.136.149 1 

223,762 1 
W2.253 1 

2i.Wi.mi 1 
3336.lW I 
4.241.2W I 
2.722437 1 

6os.su I 
2.716.523 1 
6R77.644 1 
1.619.35S 1 

22om3 1 
6,1W,652 1 
?.?04*6Bo 1 
3.276.351 1 
6.313.010 1 

671.266 I 
441.523 1 

3.635367 I 
1,19?.12? 1 
7.556854 I 

I 
3.606.216 1 
3.005.626 1 
3.120.467 1 
2.458235 1 

21.464.oW 1 
3.010.7m 1 
4.580.644 I 
1.om.104 1 
1.370.os3 1 
6.372.420 1 
6356,616 I 
1.74n.53e 1 
1,61?.6W I 
6.675.660 1 
4.Wl.562 1 
3.054.364 1 
2.700.130 1 
3.4W.014 1 
3.723.Wl 1 
1221.770 I 
3.723.464 1 

15.265.m I 
6.210.773 1 
3.426.432 1 
2.676.621 1 
5.157.504 1 
2.371.326 1 
2.010.620 1 
1.511.707 1 
l.1633.1W I 
7.cus.m I 

247.279.175 
1?4..593.428 
172642.051 
167.498.622 

1.277.4w.647 
172.165.443 
256.154.633 1 

57.512.147 1 
61460.320 1 

504.431.027 1 
35l,W4.611 I 
lm.705.5m 1 
85.029.720 1 
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assuming that ISTEA's demonstration project funds were 
redistributed to the states in accordance with each state's 
percent share of apportioned funding for federal-aid 
highway formula programs.2 

In brief, under the first analysis, the hypothetical 
scenario tended to favor states that received little 
funding for demonstration projects relative to their 
overall federal-aid highway funding. Under this scenario, 
31 states plus the District of Columbia and Puerto Rico 
would have received more funding if demonstration project 
funds were redistributed as federal-aid highway program 
apportionments; 19 states would have received less funding. 

The second analysis assumed the status quo--that the 
distribution of ISTEA demonstration project funding would 
remain unchanged --but also assumed that these demonstration 
projects would be brought under the annual obligation 
limitation. (The obligation limitation is enacted by the 
Congress in authorizing legislation, and repeated or 
modified in subsequent appropriation acts. It restricts 
the rate at which states may obligate their apportioned 
funding.) Under current law, the obligation limitation 
applies to the major federal-aid highway programs, such as 
the Surface Transporation Program. However, a few funding 
categories, including allocations for demonstration 
projects, are not subject to the limitation. Thus, the 
full amount of a state's allocation for demonstration 
projects in a given year is now available for immediate and 
full obligation in that same year--though only for the 
specified projects. In contrast, under our alternative 
analysis for this scenario, states could use obligational 
authority associated with demonstration projects for other 
programs if projects were brought under the obligation 
limitation. This is in keeping with existing law, which 
permits the flexible use of all funding subject to the 
limitation. 

In brief, under the second analysis, all states would 
benefit from the increased flexibility resulting from 
bringing demonstration projects under the obligation 
limitation. As noted above, the flexibility would occur 
because funding available for obligation that was 

2Most authorized highway funding is apportioned, meaning 
that it is divided among the states according to a 
statutory formula. In contrast, demonstration funds are 
allocated on a project-specific basis. 

2 GAO/REED-93-193R, Highway Demonstration Projects 




