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Basic Purpose of Fiscal Constraint

“Will the revenues (Federal, State, local and
private) identified in the TIP, STIP or
metropolitan long-range transportation
plan cover the anticipated costs of the
projects included in this TIP, STIP, or
metropolitan long-range transportation
plan, along with operation and
maintenance of the existing system?”




Future Revenue Projections

From an MPO/RPA perspective

How Do You Project Federal
Funds?

* Itdepends...
Two important questions are:

1. Who manages the funds, or decides where
the money is spent?

2. How do the funds become available — Are
they formula (apportioned) funds or
discretionary (allocated) funds?

Who Manages the Funds?

lowa DOT MPO/RPA
IM v
NHS v
STP v v
HBP v
CMAQ v
HSIP v
Transit funds v
HPP/Earmarks v v
Other Disc. Progs. 4 4

* The manager of the funding distribution can control the availability of funds 6




How Do Funds Become A\‘/ﬁilable?

» Apportioned revenue —
— Distributed by formula [oommmenres
« Allocated revenue e
— Non-recurring distributions _\/ >
— Administrative allocations =
— Distributed by competitive \
applications SR S
— Earmarked by Congress —

« Formula and discretionary distributions happen
at both the Federal and State level

4 Categories of Federal Funds

Federal-Aid Highway
m

lowa DOT
‘State-Apportioned State-Allocated DOT-Managed J Direct-Federal
Federal-Aid Federal-Aid Federal-Aid Apportionments
(Formula) (Application) (DOT Programmed) (Earmarks)
MPO/RPA Federal Funding Sources

4 Categories of Federal Funds
Federal-Aid Highway
Program
lowa DOT
State-Apportioned State-Allocated DOT-Managed J Direct-Federal
ederal-Aid Federal-Aid Federal-Aid Apportionments.
(Formula) (Application) (DOT Programmed) (Earmarks)
MPO/RPA Federal Funding Sources




Federal Formula Revenues

¢ Surface Transportation Program (STP)
— TMA STP (Federally required apportionment to TMAs) *
— MPO STP (State formula for apportionment to MPOs)
— Regional & Rural STP (<5,000 pop. - Federally required

apportionment to rural, State formula for regional apportionment)

— State-managed STP (Use by lowa DOT)

« HBP

— Apportioned to counties based on a relative share of deficient
bridge costs (Cities are application based, not formula)

STP Transportation Enhancement

— Y% of TE funds are apportioned to RPAs/MPOs by State formula

FTA 5307 (urban), FTA 5311 (rural), FTA 5310 programs

— Apportioned to RPAs/MPOs by State formula

* State distributes more than Federally required to TMAs
10

Projecting State-Apportioned
Federal Formula Revenues

« Method of Projection
— State formula for distribution to TMAS/MPOs/RPAs
— 4 year TIP targets provided by OPM
— Utilize history and historic trends of revenues
— lowa DOT will be providing BR revenue data

¢ States and MPOs may assume Federal funding
based on a straight-lined extrapolation of historic
increases in Federal authorizations for that State
or MPO - Gloria Shepherd memo August 22, 2006
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4 Categories of Federal Funds

Federal-Aid Highway
Program

State-Apportioned || | State-Allocated
ederal-Aid Federal-Aid

(Application)

Direct-Federal
Apportionments
(Earmarks)

Federal-Aid
DOT Programmed

MPO/RPA Federal Funding Sources

DOT-Managed J

(Formula)
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Federal Discretionary Revenues

» Two categories of discretionary (allocated)
revenues
— State-Allocated Federal revenues

* Mostly from Federal formula (apportioned)
programs

— Direct Federal discretionary revenues
* From Congress or FHWA/FTA programs
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Federal Discretionary Revenues

« State-Allocated Federal Discretionary Revenue
— State allocations of Federal funding programs
(CMAQ?*, City HBP**, HSIP, SRTS, Statewide TE,
NRT, etc.)
« These Federal programs are actually Federally apportioned
(formula) revenues to States
« States distribute (via competitive application) or use at their
discretion

* CMAQ use may change with non-attainment designations
** Bridge funds — 11% for cities, $1 million limit per project
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Projecting State-Allocated
Federal Discretionary Revenues

» Method of Projection

— State-Allocated Federal Discretionary
Revenue
« City HBP, CMAQ, HSIP, SRTS, Statewide TE,
NRT, etc.
* MPO projections should be based on:
— Historical data
— Projection of future need (eligible projects)
— Reasonableness of receiving funding based on projected
Statewide funding levels and other statewide priorities
— lowa DOT input on your financial planning
— Need to only include funding projections from applicable
programs
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4 Categories of Federal Funds

Federal-Aid Highway
Program
lowa DOT
‘State-Apportioned State-Allocated DOT-Managed Direct-Federal
Federal-Aid Federal-Aid Federal-Aid Apportionments
(Formula) (Appiication)  |fl|(DOT Programmed) (Earmarks)

MPO/RPA Federal Funding Sources

16

Projecting DOT-Managed
Federal Revenue

DOT-Managed Federal (and State) funds
— IM, NHS, State-Managed STP and HBP, etc.

Method of Projection

— lowa DOT is the lead for the use of these funds, or
contributes from these sources to projects within your
jurisdiction

« lowa DOT must provide these projections or agree to your
projections prior to inclusion in your financial plan

« Reasonableness based on projected Statewide funding
levels, other statewide priorities, project magnitude, history of
use in your area
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4 Categories of Federal Funds

Federal-Aid Highway
Program
lowa DOT
State-Apportioned | [ State-Allocated DOT-Managed Direct-Federal
ederal-Aid Federal-Aid Federal-Aid Apportionments
(Formula) (Application) | [(DOT Programmed); (Earmarks)

MPO/RPA Federal Funding Sources
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Direct Federal
Discretionary Revenue

» Direct Federal discretionary funding

— Earmarks (HPP, TCSP, FTA 5309 Capital
Grants [to State or project], etc.)

— Directed to specific projects from Congress
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Projecting Direct Federal
Discretionary Revenue

* Method of Projection

— General rule: Historically in lowa, highway/bridge
construction projects have only received up to 40%
earmarks - so funds for construction should be limited
to no more than 40% only if there is a history for the
local area of receiving funds and the level of funding
received.

— Consider the track record of earmarks for the area

— Consider number of projects in the area

— Larger highway/bridge projects typically get earmarks
(projects over $8-10M)

— Consider the public acceptance of the project

« Is it a politically acceptable project?

20

Non-Federal Revenue
Projections

21




Projecting State Revenues

« State Discretionary funding: RISE, TSIP,
City/County Bridge, State Rec. Trails, etc.

— MPO projections should be based on:

Historical data

Projection of future need (eligible projects)

Reasonableness of receiving funding based on projected

Statewide funding levels and other statewide priorities

lowa DOT input on your financial planning

Need to only include funding projections from applicable

programs

¢ RUTF (Municipal, SR, FM, Primary), TIME 21,
rail, air, transit funds, bonding, etc.

— Utilize history and historic trends of revenues

.

.

.

22

Projecting Local Revenues

* Property taxes, LOST, etc.
— Utilize historic trends

— Consider assumptions for future scenarios
* New/changes in tax revenues
» Will go over “assumptions” in a few slides
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Outline

e Costs
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Ideas for Illustrating
Future Costs

* LRTP

— For TIPs (correlate with the first 4 years of the LRTP),
financial constraint “shall” be demonstrated and
maintained by year

— LRTP does not require financial constraint by year
beyond this, but...

— All projects must be in YOE

« Therefore, it must be known what year improvements are
planned for.

« Cost banding can be used to illustrate RISK
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Cost/Project Grouping Concept

¢ Cluster projects in logical groups
* Years1-5
— Years 1 — 4 would correlate with the TIP
— Project costs must be calculated in YOE
— Can show construction year as the range (i.e. 2009 —
2014) or note that projects may shift from year to year
in the TIP — will allow for administrative modifications
without need for LRTP amendments
e Years 6 —20 +
* i.e.years 6 —10,11-15, 16 - 25

26

YOE In Outer Years

« Group projects by time ProjectGrauping Example

periods (this is not cost .

300

banding)
« Utilize mid-year for outer
time periods beyond the 5
year TIP period
¢ Utilize mid £
for YOE

77 oo s mhiaes  aeseaw 2.2

Syr.Ave.=
200 300

s100 ]—‘

22 2022 2023 2024 205
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Grouping Example

Talsle 813 Planmed Strees Hig

* “For years 2009-
2012, this is the
year the project
is programmed
for in the TIP.
For years 2013-
2018, a YOE of
2016 was used,
and for years
2019-2035 a
YOE of 2025
was used.” —
Waterloo MPO

Outline

» Assumptions, Reasonableness, Risk
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Historical Inflation Trends

B Your-Over-Year inflation I Annusicred Inflatien & 2007

2 o o

Annual nflation (Percent Change in G0 Prcs

1980 1045 1950 1855 1060 1065 1670 1005 1080 1085 1000 1005 2000 2005
Fuscal Year

Sawre: (ffice of Management and 8

s Lt Stales Governman, Fescal Yaar 2008 Suxipet (FYDH.

For metropolitan long-range transportation plans, TIPs, and STIPs, FHWA and FTA
generally would be comfortable if States used a four (4) percent annual inflation rate
for construction costs for 2007 and beyond, for both highways and transit.

— Gloria Shepherd memo August 18, Bo6
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lowa 2003/2008 Price Increases

Percent Increz

o T T T T T
Bcav Reinf Steel Struct Steel Struct Conc PCCP HVAMX

Source: lowa DOT, Roger Bierbaum 31

lowa Price Trend

1986 1989 1992 1995 1908 2001 2004 2007

Source: lowa DOT, Roger Bierbaum 32

Other Examples of
Projections and Assumptions
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Example — What is ‘Reasonable’?

» Whether or not a funding source is
reasonable may require a judgment call

A new toll witls funds

e dedic ticul

aject or pa

wn may be

¥ 1! if v the G nd there are indications of other
support needed to enact of instinie
A new local gas or sales tax requiring State legislation is reasonable if there are
Reasonabile T :
indications of sufficient support 10 ennct tlie new tax
. from an upeoiming ballot initiative would not be reasenable if polls
Not / E ¥

i th i e strong likeliliood of there is a history of repented defent of

Not \ special
Reasonable | o » 3 gher increase than the
An assunption that the metropolitan a will receive 30 percent of a Federal
ot discretionary progr if the area ha 1 more than
Reasonable | 10 perc - pivs - we special circumstances to justify and

support such an assumgition

nable if the

Example — Considering Risk

Ruvanus Seurse | Paew o | Avatabising &
|| ——

ik
Hiigatis
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Example — Revenue Scenarios

¢ NOT REQUIRED!

« Develop funding scenarios based on assumptions,
reasonableness & managing risk
« Consider actions that may impact available revenues
« Develop different revenue scenarios, i.e.:
— Constrained revenue projection
+ ...Such a plan is based on current sources and levels of federal,
state, and local transportation revenue projected out to the year
2030. This scenario includes federal and state formula funds, a well
as federal and state discretionary funds for existing projects.
However future increases in federal and state gas taxes or the

establishment of other new revenue sources are not included in the
Revenue Constrained scenario.

36
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Example — Revenue Scenarios

— Expanded revenue scenario

« ...Includes all the sources of funding in the
revenue constrained forecast, plus additional
sources of transportation revenue that may be
reasonably expected to become available through
2030. The additional sources include higher levels
of state [administered Federal fund grant
programs] and federal discretionary funds,
increases in state and federal gas taxes based on
historical trends, and other potential federal, state,
and local sources.
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Revenue Scenarios

Figrare 8.0—Major Prisject Expenditures Raatenably Experted Revenue Sienasio
(557 illian)

o DRt
™

g Lo

Figure 4.4—Major c Scenario
(5408 Billion)

Heghway Syitem
ComplaticnWiderng
Iy

Managing Risk w/ Cost Banding

« For the outer years of the metropolitan
transportation plan (i.e., beyond the first 10
years), the financial plan may reflect aggregate
cost ranges/ cost bands

< Similar to revenue scenarios — develop cost
ranges based on risks, such as construction cost
escalation, environmental mitigation, etc.

« Fiscal constraint is still required - future funding
sources must be "reasonably available”

39
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Comparing Revenue Scenarios
with Cost Banding

650

600

550

llustrative!
Dropped
Proiects

Hh Rsk of no
Revenue

Moderate

High Priority
Projects

Revenue  Revenue Project CostBand ~ CostBand
High Low Selection High Low
Revenue Scenarios Range Projects to fund

Year 2021 - 2030

As revenues decrease, your project selection range decreases. As the costs 4

: v o 0
decrease, your project selection increases. The opposite is also true.

Outline

» Operations and Maintenance

41

Operations and Maintenance

» Trend analysis or cost per unit of service

— Trend analysis

« A functional analysis based on expenditures over a
given duration, in which costs or revenues are
increased by inflation, as well as a growth
percentage based on historic levels).

« Linear or exponential

« Consider impacts from new facilities or
improvements to existing facilities.

« Transit operations and maintenance costs will vary
with the average age of the bus or rail car fleet.

42

14



Operations and Maintenance

— Cost per unit of service

lane-mile costs

centerline mile costs

traffic signal cost

transit peak vehicles by vehicle type

revenue hours

vehicle-miles by vehicle type

« Data Sources: lowa DOT OPM, City/County
Engineers/Public Works Depts., Transit
providers, City Street Finance Reports, County
Engineer’s Annual Report

o e o o o
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Outline

» Fiscal Constraint

44

Fiscal Constraint Analysis

« Do not lump all Federal revenues and project
costs, regardless of the $ totals for the list of
projects. This is not fiscally constrained.

« Project types and use of funding must be
compatible*

— Transit funding = eligible transit projects
— Bridge funding = eligible bridge projects
— Highway funding = highway projects

« Assure revenues cover costs for each time

period

*You may also consider the transferability of funds 45
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Is this Fiscally Constrained?

Total

05309
B Eamarks
akHsP
mcmaQ
CHBRRP
os®
s

am

0'Total Costs|

Project Costs Total Avallabie Funding

Fundng Sources  Hohway Proects  Bridge Prjects  Transit Projects

CE
W Earmars
mse

ioHBRRP
oste
mHs
mm

@ Transitprojects

Outline

» Examples of Fiscal Constraint
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[T T T ——————

Revenue Sources broken out ™ s "

Expenditures separated out

Tasle & S—Major upandures Reverse Constraingd Scend

PRCET CATEGORES. [

wone B

Fepeos.  Frion
w0 n

o s
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J Revenue Sources broken out

TABLELA 708 RESIONAL TRANSPOR

TION FLAN RETENUES (1 NOMIMAL DOLLARS.

= m u an
“ () [

g u as

s M a8

s w“ "

1 ' [T

g a " an
s 1 i

s . a2

[ [0 - i [ (e

Fiscal Constraint

Tabile 6-14

Balancing of Revenues and Expenditures.
{Fiscal Constraint)

Anticigated

& nraoe

LRI
& 1000000

100 081 000
724000 00

BTSN | IT4ARLIN0

Aricipated Fiscal
Cophai Conts | Comstraist
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Fiscal Constraint
H-2: FINANCIALLY CONSTRAINED ENVISIONG RTP
Faderal COSTS | Grouping by time period

Preject Type Costs 2006-2013 | 2014-2020
icychs and Podestrian

anaged Lanes

Roadway, nterchange, ITS Upgrades | [
[Roadway Maintenance and Operations | T
[Transit Project Capital and Operaticns. $884.762.043|  §1,301,677.942
(X=] | $90,544.100 103,860,000,
muom| m.!mmol
$233,077 884 |

[Transpertation Demand
Management/Alr Quality

482 540

Other

Costs < Revenues Foderal REVENUES

2008 - 2013 2021 - 2030
£3,382 881,107 §4.440,700,221|  §9.407 060,307
7 0
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Revenue Template Spreadsheet

e 1 o Tereiare 1t 7 |

Other Examples

» To be provided via emalil
— The spreadsheet template
— Notable practices and examples
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Questions?

54
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