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Mr. Chairman and Members of the Committee, | am pleased to appear before you this
morning to discuss the status of the Highway Trust Fund and to explain how the
Congressional Budget Office (CBO) develops its baseline estimates of the fund’'s
receiptsand outlays. In addition, as requested by Committee staff, | will discuss how
certain alternative approaches to spending and receipts would affect trust fund bal-
ances.

WHAT ISTHE HIGHWAY TRUST FUND?

The Highway Trust Fund is an accounting mechanism in the federal budget that
records receiptsfrom certain fuel and excise taxes, aswell as spending on designated
highway and mass transit programs. The fund comprises two separate accounts, one
for highways and one for mass transit (see Table 1). The Federal-Aid Highway
program is by far the fund’s largest component, accounting for about 80 percent of
itsoutlaysin 2001. (All yearsin this statement are fiscal years.)

TABLE1l. MAJOR COMPONENTSOF THE HIGHWAY TRUST FUND, FISCAL YEAR 2001
(In billions of dollars)

Budget Authority
and Obligation
Receipts® Limitations® Outlays
Highway Account

Federal-Aid Highway program n.a 311 285
Motor carrier safety n.a 0.3 0.2
Highway traffic safety n.a 0.3 0.3
Other na 15 01
Subtotal 26.9 33.2 29.1

Mass Transit Account
Discretionary grants n.a 0 0.7
Trust fund share of transit expenses na 5.0 5.0
Subtotal .6 5.0 57
Total, Highway Trust Fund 315 38.1 348

SOURCE: Congressional Budget Office.
NOTES: Numbers may not add up to totals because of rounding.
n.a. = not applicable.
a.  Receipts are deposited in the highway and mass transit accounts but are not earmarked for specific components.
b. Obligation limitations enacted in appropriation acts limit the amount of budget authority available to most Highway Trust Fund

programs. The amounts in the column are the sum of obligation limitations and budget authority that is not subject to any such
limitation.




FUNDING OF HIGHWAY AND MASSTRANSIT PROGRAMS

Spending from the Highway Trust Fund is not automatically triggered by deposits of
receipts. Authorization acts provide budget authority for highway and mass transit
spending, mostly in the form of contract authority (the authority to incur obligations
in advance of appropriations). For mass transit programs, funding is also provided
by appropriations from the general fund of the Treasury. Annual spending from the
Highway Trust Fund is largely controlled by limits on annual obligations, which are
Set in appropriation acts.

The most recent authorization law for the trust fund, the Transportation Equity Act
for the 21st Century (TEA-21), was enacted in 1998 and is due to expire at the end of
2003. TEA-21 provided specific amounts of annua contract authority for 1998
through 2003 and authorized appropriations for masstransit programs and for certain
programs that are not funded through contract authority. In addition, TEA-21 in-
cluded a new funding mechanism called revenue-aligned budget authority (RABA).
RABA compares current estimates of highway account receipts with the amounts
specified in TEA-21. The RABA calculation combines “looking back” at the prior
fiscal year and “looking ahead” at the coming budget year. On the basis of that
comparison, RABA adjusts both contract authority for the Federal-Aid Highway
program and the budget caps for the highway category of discretionary spending.

The RABA mechanism was designed to strengthen the relationship between the
account’ sreceipts and its outlays. However, each year, appropriation actsinclude an
obligation limitation that may or may not contain a RABA adjustment. Thus far,
appropriation acts for 2000, 2001, and 2002 have incorporated positive RABA
adjustments, adding about $9 billion to the obligation limits specified in TEA-21.
Primarily because of arecession-induced drop in revenues in 2001, the Administra-
tion has cal culated anegative RABA adjustment for 2003 of about $4.4 billion. (The
levels of receipts, budget authority, RABA adjustments, obligation limitations, and
outlays for the Highway Trust Fund since enactment of TEA-21 are summarized in
Table 2.) Over the first five years of TEA-21, the trust fund’ s receipts have grown
by about 13 percent, and outlays have climbed by more than 50 percent.



TABLE2. THEHISTORY OF THE HIGHWAY TRUST FUND UNDER THE TRANSPORTATION
EQUITY ACT FOR THE 21ST CENTURY (By fiscal year, in billions of dollars)

1998 1999 2000 2001 2002 2003
Receipts 28.6" 39.32 35.0 315 23 33.4°
Budget Authority 294 33.6 35.1 41.3 41.2 37.7°
RABA Adjustments to Contract Authority n.a n.a 15 31 45 0°
Enacted Obligation Limitations 24.0 30.1 32.7 35.2 37.8 n.a
Outlays 245 289 32.8 34.8 375 40.1°
End-of-Y ear Balance 18.6 29.0 31.1 27.7 25 15.7°

SOURCE: Congressiona Budget Office.
NOTE: RABA =revenue-aligned budget authority; n.a. = not applicable.

a. Receiptsin 1998 and 1999 were affected by the Taxpayer Relief Act of 1997. That legislation allowed taxpayers to pay the highway
excise taxes normally duein the last two months of 1998 during the first week of 1999, shifting about $6 billion in receipts.

b. CBO estimate. For 2003, the estimated outlays are CBO’ s basdline projection, assuming total obligation limitations of $38.5 billion.

c. Although the -$4.4 billion RABA adjustment to obligations is scheduled to occur in 2003, the adjustment to contract authority is
scheduled for 2004.

STATUSOF THE HIGHWAY TRUST FUND

The status of the Highway Trust Fund is generally assessed by asking two questions.
First, will the fund’s receipts be sufficient to cover its spending? Second, will the
trust fund accounts pass the so-called Byrd test?

Trust Fund Balances

The balances of the Highway Trust Fund represent the cumulative difference be-
tween receipts and outlays over the life of the fund and indicate how much the fund
has available, at any particular time, to meet its current and future obligations. Exist-
ing obligations of programs paid out of the highway account far exceed the amounts
now in the account. At the end of 2001, the highway account’s balance was
$20.4 billion, but the outstanding obligations of highway programs totaled $40 bil-
lion. That discrepancy is possible because most of those obligations involve capital
projects, on which money is spent over a number of years. In other words, some of
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the highway programs’ existing obligations will be met by using future tax receipts.
In comparison, the mass transit account had a balance of $7.4 billion at the end of
2001 and outstanding obligations of $1.2 billion.

TheByrd Test

The Highway Revenue Act of 1956 created the Highway Trust Fund, and it estab-
lished atest that was designed to ensure that the fund's future resources would be
sufficient to cover its spending authority. The test is still called the Byrd test after
Senator Harry Byrd of Virginia, amember of the Senate Finance Committee in 1956.

Today, the Byrd test is applied separately to the trust fund’ s highway and masstransit
accounts. Anaccount issaid to passthetest if its unspent budget authority at the end
of the fiscal year exceeds its balance by no more than its projected receipts for the
next two years. For example, to pass the Byrd test at the end of this fiscal year, the
highway account must show estimated recei pts for 2003 and 2004 combined that are
greater than the total amount of unspent budget authority above the 2002 balance.

If the highway or mass transit account fails the Byrd test, the level of the account’s
contract authority is automatically reduced. The trust fund has failed the test only
once, resulting in cuts to the level of contract authority for 1961. (Those cuts oc-
curred before TEA-21 created separate highway and transit accounts.)

Currently, however, the test does not effectively measure whether the fund has ade-
guate resourcesto cover present or future commitments. That isbecause spending is
now controlled mainly by obligation limitations rather than by budget authority. For
that reason, even if projections indicated no failure of the Byrd test, they might still
indicate that the fund’s balances would be depleted. That situation occurs under
CBO’sbasdline, as discussed later.

CBO’'SBASELINE PROJECTIONSOF THE HIGHWAY TRUST FUND

CBO estimatesthe Highway Trust Fund’ s balances and the results of the Byrd test by
proj ecting the fund’ s future receipts and outlays over a 10-year period. Receiptsand
outlays are estimated independently of each other because of their different bases—
receipts depend on the collection of various taxes, and outlays depend largely on the
obligation limitations in appropriation acts.



Receipts

The Highway Trust Fund’ s receipts come from excise taxes on various motor fuels;
on the sale of tires, trucks, and trailers; and on heavy-vehicle use (see Table 3). Each
year, about 60 percent of the fund’ sreceipts come from thetax on gasolinealone. As
ageneral rule, CBO’ s baseline projections of tax receipts for 2003 through 2012 (the
current projection period) incorporate the assumption that current tax lawsremainin
place and that scheduled changes and expirations occur on time. The only exception
to that rule is the treatment of excise taxes dedicated to trust funds, including the
Highway Trust Fund. The Balanced Budget and Emergency Deficit Control Act
requires CBO to assume that the federal government will continue to collect tax
receipts that are earmarked for atrust fund even if those taxes are scheduled to ex-
pire. For example, gasoline taxes are due to expire on September 30, 2005, but
CBO'’ s baseline includes receipts from the gasoline tax throughout the 10-year base-
line projection period.

TABLE3. HIGHWAY TRUST FUND RECEIPTS FOR FISCAL YEAR 2001 (In billions of dollars)

Highway Mass Transit Total

Account Account Trust Fund

Gross Receipts

Gasoline 16.9 31 201
Gasohol 15 0.6 21
Diesel and special motor fuels 7.2 1.0 8.1
Tires 0.3 0 0.3
Trucks and trailers 15 0 15
Heavy-vehicle use 0.6 0 0.6
Other * * *
Subtotal 28.0 4.7 32.7
Refunds and Tax Credits -0.9 -0.1 -1.0
Transfers to Other Trust Funds -0.2 _* -0.2
Net Receipts 26.9 4.6 315

SOURCE: Congressional Budget Office.
NOTES: * = lessthan $50 million.

Numbers may not add up to totals because of rounding.




In forecasting Highway Trust Fund receipts, CBO’ s economic models must consider
numerous factors. For example, estimates of gasoline consumption depend on esti-
mates of economic growth, relative fuel prices, and the average fuel efficiency of
gasoline-powered vehicles. Projections of receipts from the gasoline tax equal gaso-
line consumption multiplied by the federal tax rate (18.4 cents per gallon under cur-
rent law). For 2001, the Highway Trust Fund received $20.1 billion from the gaso-
line tax and a net total of $31.5 billion in receipts.

Spending

In its baseline projections of outlays for the trust fund, CBO assumes that policy-
makers will continue to control spending through obligation limitations set in annual
appropriation acts. (The obligation limitation for the Federal-Aid Highway program
controls more than 70 percent of the outlays from the Highway Trust Fund.) For the
current baseline, CBO began with the budget authority and obligation limits enacted
in Public Law 107-87, the 2002 appropriation act for the Department of Transporta-
tion and related agencies, and then inflated those figures for each of the following
years of the baseline period. Using that method, CBO projects obligation limitations
well beyond 2003, the year that TEA-21 expires.

CBO bases its estimates of the trust fund's outlays on historical spending patterns.
For example, the Federal-Aid Highway program expends about 27 percent of budget-
ary resources in the year they are provided and the rest over the following several
years.

The Deficit Control Act prescribes the method that CBO uses to project baseline re-
sources and spending for the highway program. That same method is used to esti-
mate outlays for other discretionary programs, which also receive spending authority
from appropriation acts. Any change to the way CBO treats transportation spending
in its baseline would require amending that law.

BALANCESIN THE TRUST FUND ACCOUNTS
UNDER CBO’SBASELINE

Under its current baseline, CBO projectsthat the highway account will be depleted in
2006 and that the balance in the mass transit account will fall to zero in 2009 (see
Figure 1). However, CBO estimates that the highway and mass transit accounts will
not fail the Byrd test in any year of the current projection period (through 2012).



FIGURE1. STATUSOF THE HIGHWAY TRUST FUND UNDER CBO'SBASELINE
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The Highway Account

Balances in the highway account are gradually depleted under CBO'’ s current base-
line because estimated outlays exceed estimated revenues each year from 2003
through 2012. Over the next 10 years, projected outlays from the highway account
average $37.1 billion annually, while receipts average only $33.4 billion.

Over the 1998-2001 period, highway account balances grew because receipts to the
account averaged $28.8 billion a year and outlays averaged $24.9 billion. Over the
same period, however, the highway programs received significant increases in fund-
ing. Many obligations have not been discharged yet, and the program’s unpaid obli-
gations are now 22 percent higher than they were at the end of 1998. Because many
existing obligations must be met with future tax receipts, new spending will be con-
strained both by receipts and by outlays for previous years obligations.

TheMass Transit Account

Like the balances of the highway account, the balances of the mass transit account
are gradually depleted under CBO's baseline. Over the next 10 years, outlays will
average $5.9 billion ayear, CBO estimates, and receipts will average $5.3 billion.

One feature of funding for the mass transit programs is the Treasury’s use of an
expenditure transfer from the trust fund to the general fund. Budgetary resourcesfor
mass transit programs come from both the Highway Trust Fund and the general fund.
In implementing the budget, the Treasury merges resources from those funds by
recording the transfer as an outlay from the trust fund and a receipt to the generd
fund. Theresult of the expenditure transfer between government accountsisthat the
balances of the mass transit account are depleted faster than the money is actually
paid out by the Treasury.

The Administration uses expenditure transfers under two different circumstances:
whenever one budget account buys goods or services from another account or when-
ever resources are transferred between a trust fund account and a non-trust fund
account. That policy is applied throughout the federal budget.

If administrative procedures were changed so asto leave masstransit resourcesin the
trust fund until they were spent, balances in the transit account would reach zero
under CBO'’s baseline somewhat later than is now projected. A change of that type
would not affect the budget’s overall surplus or deficit, but it would boost the bal-



ances of the mass transit account. Balances would still gradually decline, however,
as long as spending exceeded receipts.

BALANCESIN THE HIGHWAY ACCOUNT UNDER
VARIOUSALTERNATIVESFOR SPENDING

At the request of Committee staff, CBO projected balances in the highway account
under three different obligation limitations for 2003 for the Federal-Aid Highway
program. (Under the current baseline, CBO projects an obligation limitation of
$32.4 hillion for the program in 2003.) For those aternatives, CBO varied only the
assumptions governing the Federal-Aid Highway program; estimated receipts and
outlays for all other trust fund programs were kept at their baseline levels. My dis-
cussion of these alternatives focuses solely on the highway account.

Spending Alternative 1. Usethe TEA-21 Level Without a RABA
Adjustment for 2003

Thefirst alternative would provide the Federal-Aid Highways program with an obli-
gation limitation of $27.7 billion for 2003 and then inflate that amount for each
subsequent year through 2012 (see Figure 2). That obligation limitation for 2003
would equal the amount authorized under TEA-21 but without the negative RABA
adjustment of $4.4 billion. Under this alternative, the highway account’s balances
would drop to about $11 billion in 2005 and then gradually increase over the follow-
ing years. The highway account would not fail the Byrd test under this alternative.

Spending Alternative 2: Use the Obligation Limitation from the Budget
Resolution Reported by the Senate Budget Committee for 2003

The second alternative would set the obligation limitation for the Federa-Aid High-
way program for 2003 at $28.9 billion and then inflate that amount for each subse-
guent year. The limitation for 2003 is the amount assumed in the version of the 2003
budget resolution reported by the Senate Budget Committee—Senate Concurrent
Resolution 100—on March 22, 2002. (That assumption is identified in S. Report
107-141.) The baances of the highway account under this aternative would drop to
about $7 billion in 2007 and then gradually climb over the following years. Again,
under this scenario, the account would not fail the Byrd test during the next 10 years.



FIGURE 2. HIGHWAY ACCOUNT BALANCES UNDER ALTERNATIVE OBLIGATION
LIMITATIONS FOR THE FEDERAL-AID HIGHWAY PROGRAM
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NOTE: TEA-21 = Transportation Equity Act for the 21st Century; RABA = revenue-aligned budget authority.
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Spending Alternative 3: Set the Obligation Limitation at $30.1 Billion for 2003

The third alternative would set the 2003 obligation limitation for the program at
$30.1 billion and then inflate that amount for each subsequent year. Under that
spending path, the balances of the highway account would fall below $1 billion but
never reach zero. Once again, the account would not fail the Byrd test over the next
10 years. Thisalternative approximates the highest possible obligation limitation for
2003 that could be inflated for each year of the baseline period without causing the
account’ s balances to fall to zero.

A spending plan that draws down trust fund balances nearly to zero runs the risk of
leaving the fund with insufficient balances to meet its obligations. CBO’s projec-
tions of the fund' s future balances are merely estimates; actual spending or receipts
are likely to deviate from that path in one direction or another. For example, spend-
ing may vary from historical averages, the economy may rise or fall unexpectedly, or
the Congress may appropriate additional resources from the trust fund to pay for
unanticipated or emergency expenses.

Table 4 summarizes CBO’s estimates of highway account balances under its current
baseline and the three alternative spending options for the Federal-Aid Highways
program.

BALANCESIN THE HIGHWAY ACCOUNT UNDER VARIOUS
ALTERNATIVESFOR RECEIPTS

As requested, CBO projected balances in the highway account under two different
options for modifying the receipts credited to the Highway Trust Fund beginning in
2004. For both alternatives, CBO estimated the change in receipts to the highway
account as well as the additional amount of spending that those receipts would ac-
commodate. To estimate the additional spending, CBO varied the assumptions gov-
erning only the Federal-Aid Highway program. The obligation limitation was set at
the highest level possible for 2003 that could be inflated for each year of the baseline
period without causing the balances of the highway account to fall to zero. Asdis
cussed earlier, that level, under the assumption about receipts from CBO’s current
baseline, would be $30.1 billion. For this analysis, estimates of outlays for al other
trust fund programs were kept at their baseline levels.
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TABLE4. ESTIMATED HIGHWAY ACCOUNT BALANCES UNDER VARIOUS SPENDING
OPTIONS (In billions of dollars)

Federal-Aid Average Annual
Obligation Obligation Average Account
Limitation, Limitation, Annual Outlays, Balance,
2003 2003-2012 2003-2012 2012
CBO’'sBasdline 324 35.6 37.1 -20.7
Requested Alternative Paths
Use the TEA-21 level without
aRABA adjustment for 2003 277 30.3 32.6 24.0
Use the obligation limitation
from the budget resolution
reported by the Senate Budget
Committee for 2003 28.9 317 338 12.3
Set the obligation limitation
at $30.1 hillion for 2003 30.1 33.0 34.9 1.0

SOURCE: Congressiona Budget Office.

NOTES: CBO's basdline estimates of receipts to the highway account average $33.4 billion annually from 2003 to 2012. CBO used
those estimates in analyzing each of the alternatives presented in this table.

TEA-21 = Transportation Equity Act for the 21st Century; RABA = revenue-aligned budget authority.

Receipts Alternative 1. Transfer Gasohol Tax Receiptsfrom
the General Fund Equal to 2.5 Cents per Gallon

Gasohol is a blend of gasoline and ethanol. Of the total receipts collected from the
current tax on gasohol, 2.5 cents per gallon remain in the general fund. Under this
alternative, legisation would direct that those receipts be deposited in the highway
account instead of the general fund beginning in 2004. The total amount of receipts
collected by the federal government would not change, only where such receipts
would be recorded in the budget.

This aternative would shift an average of about $600 million in receipts to the high-
way account each year, CBO estimates, for atotal of $5.4 billion over the 2004-2012
period. With that shift, the obligation limitation for the Federal-Aid Highway pro-
gram could be set at $30.7 billion for 2003 and then increase with inflation for each
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of the following years without the highway account’ s balances dropping to zero over
the period (see Figure 3). That obligation limitation is $600 million more than the
highest limitation for 2003 that could be set using the projection of receipts under
CBO'’s current baseline.

FIGURE 3. HIGHWAY ACCOUNT BALANCES UNDER ALTERNATIVE GASOHOL
RECEIPTSLEVELS AND OBLIGATION LIMITATIONS FOR
THE FEDERAL-AID HIGHWAY PROGRAM
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Receipts Alternative 2: I ncrease Recelptsto the Highway Account Equal to an
Additional 5.3-Cent-per-Gallon Tax on Gasohol

Thetax on gasohol is currently lower than the tax on gasoline by 5.3 cents per gallon.
Under this aternative, receipts to the highway account could be increased in two
ways. Policymakers could enact legidation so that gasohol would be taxed at the
same rate as gasoline, increasing overall receipts to the federal government. Or the
Congress could require that the Administration estimate the additional receipts that
would be collected if the gasohol tax equaled the gasoline tax and then transfer that
amount from the general fund to the highway account each year. The transfer would
not change the federal government’ s overall receipts, only where such receipts would
be recorded.

CBO estimates that this alternative would either shift or increase receiptsto the high-
way account by an average of about $1.3 billion annually and atotal of $11.7 billion
over the 2004-2012 period. With those receipts deposited in the highway account,
the obligation limitation for the Federal-Aid Highway program could be set at $31.4
billion in 2003 and increase with inflation for each of the following years without the
account’ s balances reaching zero over the next 10 years. That limitation is $1.3 bil-
lion more than the highest limitation for 2003 that could be set using receipts pro-
jected under CBO' s baseline.

Table 5 summarizes estimated highway account receipts under CBO’ s current base-
line and the two alternatives for gasohol receipts and higher obligation limitations
requested by Committee staff.

AUTHORIZING HIGHWAY TRUST FUND BALANCES
TO EARN INTEREST

Until the end of fiscal year 1998, the Highway Trust Fund accrued interest on its
balances. The Treasury credited the fund with special-issue securities whose interest
rate equaled the average rate of al securities that formed the public debt from the
previous month. During the time that the trust fund accrued interest, its securities
matured twice every year, at the end of June and December. (Today, most securities
credited to atrust fund mature only once a year, at the end of June.)
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TABLES5. ESTIMATED HIGHWAY ACCOUNT BALANCES UNDER VARIOUS
RECEIPTS OPTIONS (In billions of dollars)

Average Federal-Aid Average
Annual Obligation Annual Account
Receipts, Limitation, Outlays, Baance,
2003-2012 2003 2003-2012 2012
CBO'sBasdline 334 324 371 -20.7
Requested Alternative Paths
Transfer gasohol tax receipts
from the genera fund equal to
2.5 cents per gallon 34.0 30.7 355 0.7
Increase receipts equal to an
additional 5.3-cent-per-gallon
tax on gasohol 34.7 314 36.2 0.5

SOURCE: Congressiona Budget Office.

As noted earlier, the federal government’s trust funds, including the Highway Trust
Fund, are accounting mechanisms that record receipts and outlays from a set of bud-
get accounts. For that reason, the securities credited to afund do not bring the fed-
eral government additional receipts. Rather, the securities represent an intragovern-
mental transfer: when they mature, the general fund is decreased and the trust fund
increased by equal amounts.

Although the Treasury continuesto credit the Highway Trust Fund with special-issue
securities, TEA-21 exempted the fund from the authority to accrue interest. At the
request of Committee staff, CBO projected the increase in receipts from returning
that authority to the fund beginning in fiscal year 2004. For the purposes of this
anaysis, CBO assumed that the Treasury would credit the trust fund with special-
ISSUe securities carrying an interest rate similar to the rate used before 1999 and that
the securities would mature once a year.

My testimony will focus on the results of an approach that includes additional re-
ceiptsfrom the two gasohol tax alternatives described earlier. Again, CBO projected
the highest level of obligation limitation possible for 2003 for the Federal-Aid High-
way program, similar to the analysis provided for receipts aternatives.
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FIGURE 4. STATUSOF THE HIGHWAY TRUST FUND WITH ADDITIONAL RECEIPTS
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TABLEG6. ESTIMATED TRUST FUND ACCOUNT BALANCES UNDER THE INTEREST
ALTERNATIVE (In billions of dollars)

Federa-Aid
Obligation Average Annua Average Account
Limitation, Interest Accrual,  Annual Outlays, Balance,
2003 2003-2012 2003-2012 2012
Highway Account
CBO’sbasdline 324 0 37.1 -20.7
Requested path: Increase receipts
equal to a 7.8-cent-per-gallon tax
on gasohol and accrue interest on
account balances 320 0.2 36.8 12
Mass Transit Account
CBO’sbasdine 5.8 0 59 *
Requested path: Accrue interest
on account balances 5.8 0.1 5.9 0.8

SOURCE: Congressiona Budget Office.

* = Balances fall to zero in 2009.

The gasohol alternatives alone would increase highway account receipts by an aver-
age of $1.9 billion annually and by atotal of $17.1 billion over the 2004-2012 pe-
riod. Interest would bolster receipts by another $1.9 billion over the period. High-
way account balances would accrue about $550 million in interest in 2004, CBO
estimates, but as the balances fell closer to zero, interest would drop, amounting to
about $50 million in 2012.

By crediting the highway account with additional receipts from the gasohol tax alter-
natives and the interest accrued on balances, the obligation limitation for the Federal-
Aid Highway program for 2003 could be set at $32.1 billion and then increase with
inflation for each of the following years without the account’s balances falling to
zero (see Figure 4). That obligation limitation is $2 billion more than the highest
limitation for 2003 that could be set using the receipts projected under CBO’s base-
line.

Under this aternative, the mass transit account of the Highway Trust Fund would
accrue an average of about $100 million in interest each year and a total of almost
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$1 billion over the 2004-2012 period. (The gasohol tax proposals would not affect
receipts deposited to the mass transit account.) The account’s balances would not
fall to zero as they do under CBO's baseline, but they would decline to well below
$1 billion for several years.

Table 6 summarizes CBO'’ s estimates of the balances of the highway and masstransit
accounts under CBO'’ s baseline with and without the authority to accrue interest.

BALANCESOF THE HIGHWAY TRUST FUND UNDER VARIOUS
SPENDING, RECEIPTS, AND INTEREST ALTERNATIVES

My testimony has highlighted how each alternative requested by Committee staff
would affect the balances of the highway and mass transit accounts. As discussed
earlier, the aternatives for spending and receipts would affect the trust fund inde-
pendently of each other. Most spending from the fund depends on the budgetary
resources provided in appropriation acts, and receipts depend on the collection of
various taxes. If trust fund balances accrued interest, however, CBO’s projection of
additional receipts would depend both on estimated spending and estimated receipts.
For example, interest authority would have a different impact on trust fund balances
if the Congress aso provided higher obligation limitations. In general, the trust fund
would be credited with more interest as receipts to the fund increased or as outlays
from the fund decreased.

Table 7 summarizes each of the requested alternatives. It includes information about
fund balances, obligation limitations, outlays, and receipts for each variation. If the
Committee would like CBO to analyze other combinations of those alternatives, we
would be happy to provide them for the record.
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TABLE7. SUMMARY OF REQUESTED ALTERNATIVES FOR THE HIGHWAY
ACCOUNT (In billions of dollars)

Federal-Aid Average Total Receipts Average Lowest
Obligation Annual AboveBasdine  Annual Baancein
Limitation, Receipts, Estimates, Outlays, the Highway
2003 2003-2012 2003-2012° 2003-2012 Account
CBO'sBasdline 324 334 0 37.1 -20.7
Spending Alternatives
Use the TEA-21 level without
aRABA adjustment for 2003 27.7 334 0 32.6 10.8
Use the obligation limitation
from the budget resolution
reported by the Senate Budget
Committee for 2003 289 334 0 33.8 7.3
Set the obligation limitation
at $30.1 billion for 2003 30.1 334 0 34.9 0.6
Receipts Alternatives
Transfer gasohol tax receipts
from the general fund equal
to 2.5 cents per gallon 30.7 34.0 5.4 35.5 0.3
Increase receipts equal to an
additional 5.3-cent-per-gallon
gasohol tax 314 34.7 11.7 36.2 *
Interest Alternative
Increase receipts equa to a
7.8-cent-per-gallon tax on
gasohol and accrue interest
on account balances 321 35.5 19.0 36.8 0.8

SOURCE: Congressiona Budget Office.
NOTES: TEA-21 = Transportation Equity Act for the 21st Century; RABA = revenue-aligned budget authority.
* = |ess than $50 million.
a. These figures are additional receipts to the highway account and do not necessarily represent increased receipts to the federal

government. (Some of the alternatives requested by Committee staff would shift receipts from the general fund to the highway
account.)
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