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Agenda

Revenues
• What’s happening nationally
• Reauthorization
• Addressing uncertainty in revenues

Costs
• What’s happening with costs
• Year of expenditure and inflation
• Addressing uncertainty in costs
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REVENUES
Addressing Financial Uncertainty



Federal Surface Transportation Funding

Outlook for the Highway Trust Fund
• Recent spending in excess of resources
• Future direction: consensus and divergence

– Administration’s FY 2012 budget & reauthorization proposal
– House T&I Committee reauthorization principles
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VMTs fluctuate, as does the national economy



Federal Revenues expected to increase…
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…but can’t support spending levels of SAFETEA-LU



This applies to both highway and transit spending



General Fund transfers have prevented HTF insolvency



Proposed Reauthorization Levels



The Outcome Range – Significant Uncertainty!

No new revenues:
• A six-year level below the SAFETEA-LU authorization of 

$233 billion

New revenues:
• A six-year level as proposed by the Administration of      

$556 billion



To be continued…
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Dealing with Uncertainty

Unprecedented uncertainty is a given…

• How does it impact your determination of fiscal constraint?

• How are some of your peers dealing with it?



Reasonably Expected to Be Available

Federal funds
• Apportionments – straight line trend
• Discretionary – historic percentage
• ARRA? TIGER?
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Reasonably Expected to be Available

State funds
• Motor fuel

• When was the forecast last updated?
• When were underlying factors (population, employment, etc.) 

updated?
• Other sources

• When were the forecasts updated?
• How long are they authorized?
• Do voters have to approve renewal?
• Annual appropriation?
• What’s the track record?



Reasonably Expected to Be Available

Washington State – State Funding Forecast

Washington State Transportation Revenue Forecast Council: 
November 2010 Transportation Economic and Revenue Forecasts



Reasonably Expected to be Available

Pennsylvania – Cooperative Revenue Forecasts

PENNSYLVANIA’S 2009 TRANSPORTATION PROGRAM FINANCIAL GUIDANCE
- Pennsylvania Planning Partners



Reasonably Expected to be Available

Local Funds
• How much of a role does it play?
• Are specific sources identified?
• How long are they authorized (i.e., local option sales tax)?

• When were the forecasts last updated?
• Does the State legislature have to authorize renewal?
• Do voters have to approve renewal?
• What’s the track record?



Reasonably Expected to be Available
Orlando – Metroplan Local Revenue Forecast

Metroplan Orlando 2030 Long Range Plan Technical Report 3: Financial Resources



Toll Revenues

• Existing vs. Proposed Facilities

• Underlying traffic forecasts are crucial 

• RC Webinar - Estimating Travel Demand and Revenues for 
Toll Road Projects

Reasonably Expected to be Available



Toll Revenues

Reasonably Expected to be Available

NCHRP SYNTHESIS 364 - Estimating Toll Road Demand and Revenue



New Funding Sources

For each new source identified:

• How much will the source yield?
• When does it need to be in place to yield the forecast?
• Who has to do what by when (milestones)?
• Did new sources identified in the last plan happen?



New Funding Sources

Los Angeles – SCAG New Source Implementation Milestones

SCAG RTP - APPENDIX F: Implementation Plan for New Revenue Sources



New Funding Sources
Rhode Island – Timing of New Sources



New Funding Sources

Washington, DC – What happened since the last plan?

Progress Report on the National Capital Region’s Short-Term Transportation Capital Funding Needs



Revenue Scenarios

A method for dealing with uncertainty…

• Likely yields from current sources
• Risks to current sources
• Possible new sources
• Likelihood of new source implementation

North Jersey, Waco TX, Farmington NM



Revenue Scenarios

North Jersey – NJTPA 

NJTPA Plan 2035 Chapter 8 – Financing Plan 2035



Revenue Scenarios
Waco, TX – Transit Revenue Scenarios

Connections 2035 – The Waco Metropolitan Transportation Plan



Revenue Scenarios

Farmington, NM – Small MPO



Revenue Scenarios

All the scenarios should be “reasonable”
Optimism is OK – Fantasy to be avoided

The Plan must still be fiscally constrained
One of the scenarios has to be chosen
Most areas seem to pick one in the middle



Dealing with Uncertainty in Revenues

• Better forecasts and better documentation
• Update often

• Talk about risk to current revenue sources
• Likelihood and impact, mitigation

• Discuss probability of new sources
• Who has to do what by when

• Alternative revenue scenarios are a way to express 
uncertainty

• Tell the public what you don’t know



COSTS
Addressing Financial Uncertainty



Highway Cost Index

Source: FHWA Highway Construction Cost Index





Competition

Source: North Carolina DOT



Transit Costs

Total Operating Expenses

Source:  National Transit Database



Transit Costs

Operating Expense per Unlinked Passenger Trip

Source:  National Transit Database



Year of Expenditure

• Required by Federal regulation

• Mid-point of construction

• Locally derived inflation rate is 
preferred



Year of Expenditure: Notable Approaches

Inflation rate derived from:

• State DOT highway construction cost indexes (OH, FL)

• Sector specific forecasts sold by commercial firms (WA)

• Expert panel (major projects)

• Standard government indexes i.e., CPI, PPI (MO)

• “Federal default” rate of 4% (PA)



Sources of Inflation Information

• FHWA Highway Construction Cost Index
• State DOT Cost Indexes
• Bureau of Labor Statistics (www.bls.gov)

• Consumer Price Index
• Producer Price Index

• Federal Reserve Bank “Current Economic Conditions by 
Federal Reserve District” – The “Beige Book”

• Engineering News Record 
• Construction Cost Index
• Building Cost Index

• Private forecasts
• RS Means
• Global Insight



Little Rock, AR (Metroplan)

Energy Information Administration (www.eia.gov)



Project Costs

• Is documentation adequate?
• Project size

• Role of MPO in Cost Estimation
• Consistency among jurisdictions
• Getting proper documentation on time
• Quality control

• Cost Management Process
• Are costs updated?  When? By Whom?
• Communicating risk and uncertainty to the public



Using Cost Ranges in Planning Documents
• Long Range Plan

• Beyond the first 10 years
• “Aggregate” cost ranges and bands

• Categories or grouped projects (i.e., system 
preservation)

• Sufficient revenues to cover top of range

• S/TIP
• Ranges not allowed

• Can be used in outyears
• Categories or grouped projects (categorical exclusions)

• How can uncertainty be expressed?



Cost Ranges in MTP
Grand Forks, ND/MN

GRAND FORKS – EAST GRAND FORKS LONG RANGE TRANSPORTATION PLAN STREET AND HIGHWAY ELEMENT



Dealing with Uncertainty in Costs

• Keep YOE inflation forecast up to date

• Accelerate projects to take advantage of market conditions

• Express uncertainty
• Spell out risks
• Use ranges

• Keep cost estimates up to date



Resources

Training
• NTI Course: Financial Planning in Transportation
• NHI Course: Highway Program Financing
• NHI Course: Addressing Uncertainty in Cost Estimation
• NHI Course: Risk Management 
• IPD Academy
• RC Webinar/Seminars



Resources

Technical Assistance
• RC Planning TST

• Definitions, Checklists, Optional Templates
• Documentation Examples
• Notable Practices

• RC Financial Services TST
• Help with YOE methodology, cash flow, FMIS, A-87

• Office of Innovative Program Delivery 



Questions/Discussion

• How is your region dealing with financial 
uncertainty?
• In revenues?
• In costs?

• What’s your assessment of the cooperative 
revenue estimating process in your State?

• Have you used revenue scenarios and/or cost 
ranges in your planning documents?



Thanks!

Ralph Rizzo
FHWA Resource Center

Planning Technical Service Team
(401) 528-4548

Ralph.J.Rizzo@dot.gov
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