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October 28, 2009

TO: Members of the Transportation Review Committee
FROM: Eileen Yazzie, MAG Transportation Programming Manager
SUBJECT: POLICY AND PROGRAMMING OPTIONS FOR UNOBLIGATED ARRA LOCAL FUNDS

At the September Transportation Review Committee, members requested more information about the
options to reallocate ARRA local funds that might be available in the future. Funds are likely to be
available due to the inability for some projects to obligate by the March 2, 2010 deadline or due to
project costs being less than planned. In either case, the MAG region will need to have a strategy to
ensure that all of the available ARRA funds are used.

Within the next two to three weeks, ADOT and FHWA are expected to make a determination on which
local ARRA projects are likely to obligate by the March 2, 2010 deadline and which projects will not. The
funding allocated for these projects will need to be reallocated to projects that can obligate by the
deadline. As the project cost estimates are refined to reflect the final engineer’s cost estimate,
additional funds for reallocation may be identified. There may also be instances for which additional
funding may be required due to higher than anticipated cost estimates. The final occasion for a
possible reallocation of funds would occur at the time of the contract award, due to lower project costs.

The initial focus of the reallocation discussion is to identify options and strategies to obligate all of the
ARRA funds by March 2, 2010. Given the administrative work that is required of ADOT and FHWA, these
agencies have set an internal deadline of February 1, 2009 to have all of the funds obligated. This
means that the MAG will have to reallocate funds as they are identified through either by not being
ready to obligate in time or due to project cost savings.

There will be no opportunity to consider new projects that are not already in process at ADOT. ARRA
projects in the queue or other federal funded projects that are ready to obligate immediately are the
only projects that can realistically be considered. Transfer of ARRA funds to ADOT to fund regional
projects or a transfer to transit are other options. The FHWA has encouraged MAG to fund non-transit
projects as a priority to the extent possible. A transfer of funds to transit would also have to occur by
February 1, 2010. Any funds transferred to transit have to be obligated through FTA by September 10,
2010.



If there are savings due to bids being lower than estimates, the bid savings can be allocated to other
eligible projects. As long as the contract award is made after March 2, 2010, the deadline to reallocate
bid savings is September 10, 2010. Bid savings from contracts awarded prior to March 2, 2010, must be
re-obligated by the original March 2, 2010 deadline.

Objective: Obligate All ARRA Local Funds Prior to March 2, 2010

The attachments and explanation focus on projects obligating prior to March 2, 2010. The current
committee cycle ending with the Regional Council meeting on December 9, 2009 may be the last
opportunity to receive and implement policy guidance on the redistribution of the ARRA funds.
Through the following committee cycle, ending with the Regional Council meeting on January 27, 2010,
guidance for unobligated ARRA local funds that can obligate after March 2, 2010 and before September
10, 2010 will be discussed.

Attached to this memorandum are six exhibits:

1. List of current ARRA projects that have local, regional or other federal funds programmed
and that are thought to have a high likelihood of meeting the obligation deadline. ARRA
funds could be substituted for the a portion or all of the funding provided by the other
sources.

2. List of current ARRA projects that MAG Members have requested additional ARRA funds due
to higher than expected costs. For many of these projects, there are outstanding questions
concerning the status or scope.

3. List of other federally funded projects that MAG members submitted that were thought to
be ready to obligate by March 2, 2010. For the most part, the initial screening indicate that
many of these projects would not likely obligate by March 2, 2010 but could be candidate
projects for the reallocation of bid savings, which have until September 10, 2010 to obligate.

4. List of other projects submitted by MAG members. These projects are eligible for ARRA
funds; currently they are not programmed with federal funds or are new projects.

5. List of highway projects that could use ARRA funds. These projects are the backup list for
highway projects in the MAG Region that the MAG Regional Council has approved.

6. List of transit capital projects that are currently funded with ARRA Transit funds. ARRA Local
funds are eligible under the guidance of the Surface Transportation Program (STP) which
allows funds to be used for capital projects.

On each table, there is a column titled: Opinion — Can Obligate Pre March 2010? Staff from MAG, ADOT,
and FHWA reviewed each project that was submitted to MAG for possible use of unobligated ARRA

Local funds. Again, the focus is on identifying funding opportunities for projects that obligate prior to
March 2, 2010. Other factors that can support this goal: project readiness, minimize the number of
projects funded with ARRA, maximize existing ARRA funded projects to be at 100% ARRA funds, and
allow flexibility of programming ARRA funds based on project readiness.

Each category that was discussed as an option for unobligated ARRA funds at the September TRC
meeting is discussed below.



Category 1: Apply additional ARRA funds to existing ARRA projects, however, no increase in scope

would be allowed. Refer to Attachments 1 and 2.

Programming Analysis

a)

b)

Apply funds to current ARRA Local projects that have local, regional, or federal funds
programmed in addition to ARRA funds. There is currently $18.48 million of other
federal, regional, and/or local funds on these projects as shown in Attachment 1. Any
unobligated ARRA funds could be used to substitute for local, regional, or federal funds
on existing ARRA projects. These projects can obligate before March 2, 2010.

O Pros: Reporting and oversight would remain the same as the number of
projects would not change.

0 These projects are in the process of obligating and would not add to the
workload of FHWA, ADOT Local Governments, Local Agencies, or management
consultants.

0 This would help in the current economic downturn economy and would be
consistent with the spirit of the ARRA funding eligibility.

Apply funds to current ARRA Local funded projects that need more ARRA funding due to
unexpected project costs. Refer to attachment 2. These projects are requesting a total
of $3.68 million. As of October 27, 2009, it is unknown if these projects can obligate by
March 2, 2010. More information is needed on all projects.

O Pros: Reporting and oversight would remain the same as the number of
projects would not change.

0 These projects are in the process of obligating and would not add to the work of
FHWA, ADOT Local Governments, Local Agencies, nor management consultants.

Policy & Prioritization Analysis for Category 1:

If a Local Agency has cost savings/unobligated ARRA Local funds, the funds can be
moved to another ARRA funded project at the Local Agency that needs additional funds.
If a Local Agency has cost savings/unobligated ARRA Local funds, and the Local Agency
does not have another ARRA funded project that needs additional funds, the cost
savings are returned to the region to be programmed on a currently programmed ARRA
funded project that has other types of funding (federal, regional, local) programmed or
is need of additional funds.

If there are cost savings/unobligated ARRA Local funds, the funds are returned to the
region to be programmed on a currently programmed ARRA funded project that has
other types of funding (federal, regional, local) programmed or is need of additional
funds. Under this policy option, local cost savings would not have local agency
discretion.

If the funds came back to the region, the currently programmed ARRA local projects that
could use these funds may need to be prioritized.



Category 2: Apply funds to projects to other federally funded projects that will obligate prior to
March 2010. It was suggested that there would be a reduction in the local match to the minimum set
by MAG policy. Refer to Attachment 3.

Programming Analysis

a) This lists current federal funded projects requesting ARRA funding. Any unobligated
ARRA funds could be used to fund these at 100%. These projects and funds can
obligate $10.479 million pre March 2, 2010. It would be suggested to remove other
federal funds from the project, and make these ARRA.

b) Another option is to fund the projects on Attachment 3 at 70% ARRA, which would be
$7.33 million. These projects and funds can obligate $7.33 million pre March 2, 2010.
It would be suggested to remove other federal funds from the project, and make these
ARRA. The local costs would be $3.14 million.

0 The ARRA Fed Fund Project Ready list may need to be prioritized.

Policy & Prioritization Analysis for Category 2:

a. If there are project cost savings and the Local Agency has another federal fund project
that is ready to obligate as shown on the approved ARRA Project Ready list, and the cost
savings represent at least 25 percent of the federal funds programmed for the proposed
project, the Local Agency can request to reprogram the funds to that project.

b. If the cost savings do not represent at least 25% of the federal funds programmed for

the proposed project, the cost savings are returned to the region to be reprogrammed.
c. If aLocal Agency has cost savings but_does not have a federal fund project that is ready
to obligate the cost savings are returned to the region to be reprogrammed.

Category 3: Apply funds to other local projects in the region that are eligible for ARRA funds but
which currently do not have federal funds, or are new, that can obligate by the deadline. Refer to
Attachment 4.

Programming
a) Attachment 4 lists all of the local projects that were submitted by member agencies that
could possibly use unobligated ARRA Local funds. The total requested ARRA amount is
$78.5 million. There are no projects that can obligate before March 2, 2010.

Category 4: Transfer funds to ADOT for regional highway projects. Refer to Attachment 5.

Programming
a) ADOT could use the funds for highway projects in the region.
b) Projects could be obligated by March 2, 2010.



(Continued) Category 4: Transfer funds to ADOT for regional highway projects. Refer to Attachment 5.
Policy & Prioritization Analysis for Category 4:

a. Need to have further conversations with ADOT to determine if MAG could receive non-
ARRA funds in return. These funds could then used to fund local projects.

Category 5: Transfer funds to Transit. Refer to Attachment 6
Programming

a) Funds have to be transferred from FHWA to FTA by February 1, 2010.
b) FHWA has encouraged MAG to try to first use the FHWA ARRA funds for non-transit
projects.

Policy & Prioritization Analysis for Category 5:

a. ARRA Local funds are eligible under the guidance of the Surface Transportation Program
(STP). This allows for funding of capital transit projects. ARRA Transit Grant
Applications can be amended and modified for current ARRA Transit funded capital
projects to be funded with ARRA Local/STP funds. The freed up ARRA Transit can then
be used for other projects such as operations and preventative maintenance.

b. All ARRA funds, including ARRA Local/Highway flexed over to FTA have to be obligated
by September 2010.

c. No exchange funds would be returned to the MAG region.



