CHAPTER6 FINANCIALPLAN

This chapter discusses the
financial plan for the 2035 MTP.
Federal legislation requires
that the MTP be “financially
constrained”; in other words,
the cost of implementing and
maintaining transportation
improvements should be
within a funding amount that
can reasonably be expected to
be available during the life of

the plan.
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Federal regulations establish the
requirements for the financial plan in Title
23, Section 450.322(f)(10), of the Code of
Federal Regulations. To summarize, the
regulations (effective December 2007) state
that the financial plan should include the

following:

A Estimates of costs and revenue
sources needed to operate and
maintain federal-aid highways and

public transportation

A Estimates of funds that will be
available to support the MTP
implementation and that are
agreed upon by the MPO, public
transportation operator(s), and the

state

A Recommendations on any
additional financing strategies to
fund projects and programs

included in the MTP

A Revenue and cost estimates that
use an inflation rate to reflect “year
of expenditure dollars” and that
have been developed cooperatively
by the MPO, state, and public

transportation operator.

Funding to implement the MTP
recommendations comes from federal,
state, and local sources. This financial
element of the MTP includes estimates of
costs that would be required to implement
the MTP as well as estimates of existing and
contemplated sources of funds available to

pay for these improvements.
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Different sets of revenue assumptions apply
for capital, for operations and maintenance
(O&M), and for each mode—non-motorized
(pedestrian, bicycle, and trail facilities);
public transportation; and roads. An
additional set of revenue assumptions was
prepared for the Knik Arm Crossing, which is
proposed to be implemented through a

public-private partnership.

The costs to design, construct, operate, and
maintain all elements of the recommended
MTP through 2035 are more than $5.3

billion.

Identifying Project Categoriesd
Short Term, Long Term, and

llustrative

The improvements in the MTP are broken
into short- and long-term ranges. Short-
term improvements are those that are
expected to be fully funded and in place by
2023. Long-term projects are those that are
expected to fully funded and in place by
2035.

Projects that are not expected to be funded
by 2035, because of fiscal constraint, are
listed as illustrative, meaning that they
could be included in the adopted
transportation plan if additional resources
beyond those identified in the financial plan

become available.

Screening criteria were used to identify
projects that should be included in the
short- and long-term lists and projects that
should be identified as illustrative. Table 6-1
identifies how the projects were sorted into

the three categories.

The screening criteria for each mode are

provided in Chapter 7.

Table 6-1 Recommended Projects by Category

Project Category

Short Term, 20142023 Long Term, 20222035 lllustrative (Beyond 2035)
39 Projects ($1,155.4M) 17 Projects ($951.2M) 24 Projects ($770.9M)
77 Projectg$54.8M) 32 Projects ($28.2M)

Project Mode

Roadway

Nonmotorized 6 projects ($42.1M)

15 short & longterm projects ($176.7M) 1 Project ($22M)

Public Transportation

Note: Project costs are shown in 2010 dollars and have not been inflated.



Balancing Costs and Revenues

Cost Assumptions

The impacts of inflation in determining
revenue and costs were considered in the
development of the financial plan. The cost
estimates for the roads and pedestrian,
bicycle, and trail capital projects were
calculated starting with a base year (2010)
estimate provided by the DOT&PF or MOA.
Projects included in recently adopted plans
that contained cost estimates were inflated
to the base year. A “year of expenditure”
inflator of 4 percent was applied to the base
year through 2023. The 4 percent year-of-
expenditure inflator is based on general
guidance of the Federal Highway
Administration (FHWA). For the remainder
of the plan (2024-2035), an inflator of 3.5
percent was applied. This inflator is used to
reflect the fluctuation over time in
construction costs. Cost estimates for the
public transportation capital projects were
provided by the MOA Public Transportation
Department starting with a base year of

2011.
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A year-of-expenditure inflator of 2.1 percent
was applied to the base year through the
balance of the plan. The 2.1 percent inflator
is based on national trends. Historically,
nationwide, inflation rates for public
transportation capital projects have grown
about 20 percent less a region’s consumer
price index (CPI). For the Anchorage area,

the calculated inflation rate is 2.1 percent.

All tables in this chapter reflect planning-
level cost estimates for use in
demonstrating funding constraints,
according to FHWA guidance. All funding is
subject to federal, state, and local

appropriation.

The financial plan does not establish the
specific year in which each project will be
constructed. Rather, it tallies the total
capital cost for all projects in 2010 dollars,
then applies the inflation rate of 4 percent
to identify the program costs in 2011
dollars. The total capital cost is then
reduced from that year’s projected revenue,
and the balance is then increased by the
inflator and carried over to the next year.
An example of the annual inflation factor
calculation method used in the financial

analysis is shown in Table 6-2.

Table 6-2 Example Calculations for the Cost of Recommended Short-Term Road Projects, 2011-2035

2010 Short Term
2011-2035 ALL Road Projects Source Total
Total Project Costs Total Project cost 1,084
Less: Year's Spending 2010-2035 Annual Rev.

Projects Deferred to Future Years

Inflation
Deferred Projects

ST=Short Term

2011
1,128
-105

1,023
+4%
1,063

2012 2013 2014
1,063 1,015 978
88 74 120
976 941 858
+4% +4% +4%
1,015 978 893

Anchorage Metropolitan Area Transportation Solutions



2035 Metropolitan Transportation Plan

This methodology is applied to each mode.
By the year 2035, the cost of the
recommended improvements must balance
with the projected revenues to meet the
federal requirements for a fiscally

constrained MTP.

Revenue Assumptions

Based on economic uncertainties and an
expected decrease in federal funds, AMATS
used a conservative approach to estimate
revenues that can reasonably be expected
to be available for transportation from
federal, state and local funds. All revenue
assumptions and projections were derived
through a collaboration and consent of
state, public transportation, local, and
federal partners. The AMATS Technical
Advisory Committee and Policy Committee
approved a revenue growth scenario that
blended low- and moderate-grow rates for

each identified funding source.

To determine the inflator for the revenue

projections, the yearly average of the
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