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Draft FY 2017 ALCP

* The Arterial Life Cycle
Program (ALCP) is the
financial management tool for
the arterial component of the
Regional Transportation Plan

* The program is updated
annually with new revenue
forecasts and changes to
project schedules

T —

Positives

Negatives

©2016, All Rights Reserved.


Presenter
Presentation Notes
The Arterial Life Cycle Program – or ALCP for short- represents the arterial component of the Regional Transportation Plan.
Every year, we update the program based on new revenue forecasts and updated project schedules.
Like every update, this one is a balance betwene the positives and engatives


Draft FY 2017 ALCP: Positives

/

AN o ar ©2016, All Rights Reserved.

GOVERNMENTS


Presenter
Presentation Notes
First we’ll touch on the positives, which include:
The revenue forecasts
The fund balance
And ultimately, advancements of reimbursements


Updated Revenue Forecasts

* ALCP Is funded from two
sources:

* * Sales tax funding (Prop 400)
i) e |- « Federal Funding (STP/CMAQ)
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* |ncrease In sale tax and
federal revenues

« First time in eight years with a
positive increase
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Presentation Notes
The ALCP is funded from a combination of Sales Tax funding through Proposition 400 – which we call RARF – and federal funds
In this update, we saw an increase in both sources.
This is significant because it’s the first time in eight years that we’ve actually seen a positive increase in projected revenues into the program.


Revenue Forecasts - RARF Revenues
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Presentation Notes
The current year projections, which are represented by the blue line, show a $24 million dollar increase over last year – just under 5%


Revenue Forecasts - Federal Revenues
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Similarly, federal revenues increased by about $31 million dollars. This is primarily due to the new FAST act.


ALCP - Fund Balance
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Presentation Notes
Because of the revenue increase, we actually end the program in the black. 
The chart shows why this is significant. Specially, each item on this chart represents the end fund balance of the last five updates.
As you can see, we haven’t ended with a positive fund balance since 2013 – so this is very good news.


Draft FY 2017 ALCP: Reimbursements
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Presentation Notes
So we’ve already touched on the increase in program revenues.
We’ve also been very conservative with our programming over the last couple of years. There was a lot of uncertainty about federal revenues, so we didn’t want to over extend ourselves.
So adding the increased revenues and conservative programming with a couple project deferrals, the opportunity to advance reimbursements was created


Draft FY 2017 ALCP: Reimbursements
"

« $70.7 m was advanced to
Phase Ill from Phase IV

x $161.8 m in overall
reimbursement advancements

+ Improves local agency CIP
cash flow
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Within this update, more than $70 million of reimbursements were advanced from Phase IV – the last phase of the program, to Phase III – which is our current phase
Additionally, taking into consideration all advancements, over $160 million was pushed forward
This ultimate provides increased capacity within each of your agencies. We expect that it will have ripple effects in the future so that you can additionally grow your CIPs 


Draft FY 2017: Challenges
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Presentation Notes
Now I want to turn your attention to some of the challenges associated with this year’s update


Local Costs - Draft FY 2017 ALCP
“

FY2017 ALCP - Local Agency Expenditures
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Presentation Notes
This chart shows the outlay of project expenditures on the local side.
Again, this is not reimbursements, but rather planned local agency expenditures to build the projects


Local Costs - Draft FY 2017 ALCP
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Presentation Notes
The first 5 years are what we call “committed funding”
This means that we only show expenditures if they’re in an agency’s approved CIP
Total there’s about $500 million


Local Costs - Draft FY 2017 ALCP
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Funding after 2021 is uncommitted. There’s no CIP requirement so it’s all conceptual with no capital constraints.
You may notice that there’s twice as much uncommitted funding in the last 6 years of the program as there is for committed funding in the first five. Based on that ratio alone, it’s hard to imagine that there actually would be enough capital to finish the program.


Draft FY 2017 ALCP: Fund Balance
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Another concern is the program’s fund balance.
As I had mentioned earlier, we end with a $20.3 m fund balance in 2026 – which is a good thing.
However, you will also notice that we have a pretty healthy fund balance throughout; more than 20 m in 2018 and more than 40 m in 2021.
The fund balance in these years isn’t so big because we’re trying to be conservative. It’s so big because we don’t have enough projects to use the funding.
It’s even worse when you take into consideration that when projects are actaully implemented they usually fall behind schedule, so that $40 million would more likely be around $60 to $70 m


Draft FY 2017 ALCP: Challenges
B

* Program runs until 2025; there are
10 years remaining
*  Since 2006, ALCP projects have

taken an average of 4.5 years to
complete

* Additional deferrals will bring
additional challenges
* Most projects take 2-3 years to
design

«  Staffing and local match will make
project implementation difficult
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Finally we have challenges on the project development side.
So we have 10 years left in the program, which may sound like a lot. However, when you consider that to date ALCP projects take an average of 4.5 years to complete, it’s not that much time.
Further, as projects keep moving towards the end of the program, they get significant harder to complete.
Specifically, bonding because an issue. Rather than trying to issue two 5-year bonds for 50 million each, we’re now talking about a $100 million 5-year bond.
Also, there are staffing considerations. Agencies only have so many engineers that can manage the projects. It would be exceeding difficult to manage 5,6, 7 medium to large size projects at once.


Draft FY 2017 ALCP: Summary
e

e Improved revenues
e Healthy fund balance
e Advanced reimbursements (early money)

Challenges Exist

e Projects continue to shift towards end of program
e Must think strategically
« Not a crisis

e Review projects in FY19 or FY20

« Will begin redeployment conversation if needed
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In summary, I don’t want to understate the positives of this update.
The program is very healthy from a financial standpoint. Agencies will see millions of dollars in reimbursement many years earlier
However, there are challenges that we must be cognizant of.
It’s not a crisis – there’s still plenty of time to react. However, the window is closing.
In fiscal year 2019 or 2020 we’ll probably start to take a detailed look at the remaining projects and talk to agencies.
At that point, if it’s needed, will begin to have a conversation about possibly redeploying funds to make sure they’re used


—

Requested Action:

GOVERNMENTS

Recommend approval of the Draft FY 2017 Arterial

Life Cycle Program (ALCP), amendments and
modifications to the 2035 Regional Transportation Plan,
and inclusion into the Draft FY 2017-2021 MAG
Transportation Improvement Program.
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