FINANCIAL ANALYSIS

One of the requirements of the SAFETEA-LU is that Long Range Transportation Plans be fiscally constrained. That
is, the plan must demonstrate that the funding necessary to implement the projects in the plan can be reasonably
expected to be available. In order to fulfill this requirement, project costs must be estimated and federal, state, and
local funding revenues must be forecasted. In addition, project costs must take into account inflation forecasts.

In order to perform such an analysis, LCATS reviewed various funding sources and trends to develop reasonable
forecasts for federal, state and local transportation revenues.While theses estimates were developed based on a
variety of assumptions, it is a reasonable approach to demonstrating fiscal constraint.

With the requirement to consider future costs and
future revenues into long range transportation planning,
the impact of inflation becomes a significant factor. For
many years construction inflation was steady or rose at
nominal rates. Moderate revenues increases, primarily
from increase in gas tax revenues, were able to keep
pace with inflation. During the early 2000s, overall
construction costs increased nominally. Beginning in
2004, construction inflation began to increase rapidly.
From February 2004 to February 2008, (four years)
projects have increased an average of 42%.

This increase has been felt on all levels of government,
from the world marketplace to local governments.The
costs have been driven up for a variety of reasons. Many

IMPACT OF INFLATION

months of completion, ODOT began the arduous task of
inflation forecasting. LCATS supports these efforts and
recognizes these forecasts as the best available
information available to forecast costs. ODOT bases
their projections on future market analysis and ties
estimates to producer price indices (PPI) for a wide
range of construction related products. They also utilize
a “market basket” approach that prorates the various
product types to calculate overall expected inflation
rates. LCATS has adopted ODOT’s most likely scenario
for construction inflation from FY 2009-FY 2012 and a
rate of 4% inflation for other non-construction phases to
a project.

Yearly - ODOT Construction Composite Index
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Figure LXVIII: LCATS Adopted Predicted Cost Inflation FY 2008-12 and
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FUNDING CATEGORIES

There are a variety of federal, state, and local
revenue sources available for transportation projects.
Some of these funds are made directly available to
LCATS, and therefore are under the control of the
LCATS Policy Board. Other funds, which may be
used on routes within the LCATS area, are also
available, but are generally controlled by the State
and local jurisdictions. Additionally, funds are
available for the operation and maintenance of
transit programs. The City of Newark and the
Licking County Transit Board (LCTB) are recipients
of these funds. Below is summary of the available
revenue sources, followed by descriptions of each
fund.

FUNDS MADE DIRECTLY AVAILABLETO
LCATS

Since the inception of ISTEA in 1991, LCATS has
been sub-allocated Surface Transportation Program
(STP) funds, Congestion Mitigation Air Quality
(CMAQ) funds, and Transportation Enhancement
(TE) funds. These funds are granted to LCATS based
on the population of its urbanized area and are
administered through the Ohio Department of
Transportation.

Surface Transportation Program

The Surface Transportation Program (STP) is a block
grant type of program. The highways eligible for STP
funding include those highways defined as Federal-
Aid Routes. Additionally, STP funds are flexible and
allow funds to be used for other modal projects,
such as capital transit projects, carpool projects,
traffic monitoring, and bicycle/pedestrian trails. The
participation rates for STP funds are 80 percent
federal and 20 percent local. LCATS is matching
ODOT’s assumptions and showing a one percent
increase per year until 2030.

Congestion Mitigation Air Quality

Congestion Mitigation Air Quality (CMAQ) funds are
less flexible and funding is directed towards
transportation projects in areas designated as non-
attainment or maintenance for air quality. (Licking
County currently is designated as maintenance for
air quality area.) Projects and programs are only
eligible for CMAQ funds if they can document that
they will improve air quality and reduce congestion.
The participation rates for CMAQ funds are 80
percent federal and 20 percent local. Recently, the
Energy Bill passed via congress requires an 80%
minimum and allows for up to a 100% federal rate
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on projects for federal FY 2008 and FY 2009. LCATS
is matching ODOT's assumptions and showing a one
percent increase per year until 2030.

Transportation Enhancements

Transportation Enhancements (TE) encompasses a
broad range of environmentally related activities.
Enhancement projects must have a direct
relationship to the inter-modal transportation
system. The intent of the program is to creatively
integrate transportation facilities into their
surrounding communities and the natural
environment. LCATS is eligible to receive an amount
equal to ten percent of our STP allocation. Since
this is a relatively small amount, the LCATS Policy
Board has elected to not accept this amount and
compete statewide for funds. This allows projects
from our region the opportunity to secure larger
rewards for more significant projects.Again, the
participation rate is 80 percent federal and 20
percent local. TE fund estimates are based on 10
percent of LCATS STP funds.

ODOT CONTROLED FUNDING SOURCES
(not under the control of LCATS)

Pavement Funds for State System

ODOT’s 2006-07 Business Plan shows greater detail
as to the various funding accounts historically
available. In the 2008-09 Business Plan, ODOT
reallocated many of the funds into “fix it first”
programs and away from major new and expansion-
oriented projects. The calculated funding amounts
for each catergory are based on totals from the
2006-07 Business Plan. In cases such as High Priority
and Major New, funding has been suspended through
2015 as outlined in ODOT’s 2008-09 Business Plan.

Regardless of how the funds controlled by ODOT
are currently portioned, it is clear from the analysis
done on the preservation needs for our current
infrastructure that these funds need to be directed
towards maintenance and operations.

The pavement funds for the state system for the
region are based on ODOT's prediction for
statewide funding of 492-536 million dollars per year
from 2008- | 5. Licking County has |.442% of the
state highway lane miles, so the assumption was
made that Licking County would receive 1.442% of
the budget per year on average.The amount
increases by one percent per year until 2030. Funded
projects under this program are determined by the
Ohio Department of Transportation and are for two-



lane, multi-lane and interstate projects.

Bridge Funds for State system

The bridge funds for the state system for the
region are based on ODOT's prediction for
statewide funding of 141-151 million dollars per
year from 2008-15. Licking County has 1.49% of the
state maintained bridges in Ohio, so the assumption
was made that Licking County would receive 1.49%
of the budget per year on average.The amount
increases by one percent per year until 2030. Since
Licking County does not have any bridges that
meet the criteria for major/high cost structures, no
funds were included from this account in the
estimates. Funded projects under this program are
determined by the Ohio Department of
Transportation.

Bridge Funds for Municipal System

The bridge funds for the municipal system for the
region are based on ODOT’s prediction for
statewide funding of 10-11 million dollars per year
from 2008- 15, and increasing by one percent per
year until 2030. This is a very competitive statewide
program and LCATS assumes that we will receive 2.5
million in funding on three occasions over the life of
the plan. Based on 2007 data, Licking County has one
bridge eligible for replacement and nine bridges
eligible for rehabilitation with this program.

Safety Projects

Both LCATS and ODOT pursue and use safety funds
aggressively. Currently LCATS has several projects
already “in the pipeline” with funds allocated for
safety improvements on State Route |6 and State
Route 79. LCATS has assumed that the region will
receive funds equivalent to the population basis of
the state, or 1.36 percent. Statewide funding of 64-74
million dollars per year from 2008-15, and increasing
by two percent per year until 2030 are assumed.
Safety continues to be a focus, both on the national
and state level. Safety projects are for any location
that exhibits higher than average accident numbers,
rate or severity based on statewide accident records.
Cost-effective solutions to highway safety
deficiencies are implemented through the Safety
Program. Examples of projects include intersection
improvements such as traffic signal installations and
additional turning lanes, two-way left turn lanes,
access management measures and sight distance
improvements.

SAFETEA-LU High Priority/Earmark Projects

As part of the SAFETEA-LU federal transportation
bill, many projects across the nation were included as
specific projects of “high priority.” In the Licking
County area, two projects were included:

0 Study of the Cherry Valley and State Route 16
intersection/interchange for a total of
$2,000,000

0 Connector roadway to Horns Hill Roadway for
$1,500,000 in Newark

While work has progressed on the Cherry Valley
interchange project in 2005 and 2006, no funds
from the earmark have been expended.The
connector roadway funds are also untapped and
the funds are being reallocated for use on
improvements along Horns Hill road and at the
intersection with Waterworks Road.This change
was due to the infeasibility to construct another
crossing of the North Fork Licking River in the
Horns Hill Road vicinity. Both current earmarks are
assumed to be available in the future. In addition,
future earmark funds are expected, particularly for
the Cherry Valley area.

With ODOT’s 2008-09 Business Plan, funds that had
previously been slated for High Priority/earmark
projects have been reallocated to pavement and
bridge needs, or have been eroded by the flattening
of revenue sources. For this reason, LCATS is only
showing the two current earmarks until 2016.
LCATS believes that by 2016, the economy will
rebound and federal funding mechanisms will resume
to the previously predicted amounts. LCATS
estimates that each congressional district will
receive an equal share of the allocation beginning in
2016. From 2008-16, the current earmarks will be
utilized. The 1/18th share per year will begin in
2016 with an amount of $3,833,333.

Governor Jobs and Progress Plan/ITRAC/Major
New

This major construction project allotment has had
many names over the years. It is specifically for
large-scale projects and is a very competitive
program based on many varying factors. Currently
there is a move to place a higher value on projects
that will also provide increases in economic
development.The program is currently fully
allocated through at least 2015, so LCATS is not
showing any funds available to this region until
2016. Beginning in 2016, assumed funding is based
on 1.36 percent, equivalent to Licking County’s
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population of previously predicted amounts.Again,
by 2016, there will likely be two more federal
transportation bills and changes to the revenue
generating schemes, which will allow more stable
funding returning to the 2006-07 revenues.

Railroad Crossing Lights and Gates

The railroad lights and gates program estimates for
the region are based on ODOT'’s prediction for
statewide funding of 15 million dollars per year
from 2008-15. Assuming that Licking County
receives 1/88th of the funds, the total for the region
is $170,000 per year from 2008-30. ODOT does
not anticipate any increase to the program. Funded
projects under this program are determined by the
Ohio Rail Development Commission.

Metro and State Park Resurfacing

ODOT directly allocates approximately $40,561 per
year to the Licking County Metro Park System for
roadway rehabilitation. In addition, Buckeye Lake
State Park will likely be resurfaced during the
course of the Transportation Plan, at an estimated
$100,000. State Park funded projects are controlled
by the Ohio Department of Natural Resources and
administered by ODOT.

Miscellaneous Programs

ODOT handles several other smaller miscellaneous
programs. These are competitive in nature and
selected directly by ODOT. The overall budget,
based on the 2006-07 Business Plan, increases by 2
percent annually from 5 million in 2008 to 6 million
in 2015. LCATS estimates are based on 1/88th of
the funds for the region resulting in $57,000 per
year through 2030.

Other Programs

Several other statewide programs also exist, but are
unlikely to have funds allocated to the Licking
County region. These include slips/slides and mines,
rest area reconstruction, retrofit noise walls, rail
overpass, Amish buggy, Appalachian development,
and small cities program.

OTHER AVAILABLE FUNDING SOURCES
(not under the control of LCATS)

Local Gas Tax Revenues

Gas tax revenues have been a traditional mainstay in
transportation funding for many years. Recently, gas
tax revenues have been flat, and are not anticipated
to increase in the forthcoming future. Municipalities,
the county and townships receive a portion of the
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gas tax revenues from the state.The following is the
amount received per year, based on 2009 estimates:

Municipalities - $3,423,125
Townships - $2,356,995
County - $2,520,000

Total - $6,846,250

Vehicle Registrations

Townships, the county and municipalities receive a
portion of the revenue collected from vehicle
registrations; this is in addition to the permissive
license plate tax collected by municipalities. This
revenue source is expected to remain constant. The
following are 2007 revenues:

Municipalities - $860,579
Townships - $284,3 14
County - $835,005

Total - $1,979,898

Municipal Permissive License Plate Tax
Municipalities in Licking County currently collect
between five and twenty dollars in license plate fees
per vehicle registration.With declining infrastructure
condition and ever increasing costs, local jurisdictions
will be forced to increase revenues. LCATS predicts
that municipalities that are not currently collecting
the maximum of twenty dollars to do so in five year
and five dollar increments beginning in 2010. The
chart on page 79 represents these increasing
revenues.

Township Road and Bridge Tax Levies

In Licking County, I5 out of 25 townships have a
specific road and bridge real estate tax levy passed by
the residents. These resident passed levies are in
addition to taxes collected based on real estate
values that are allocated to roads and bridges. On
average, the elected levies generate an additional
171% of the unvoted revenues. This source of
funding is tied to real estate values and is anticipated
to increase by two percent per year. As
transportation infrastructure declines, more
townships will be seeking these levies. By 2018,
LCATS predicts that the remaining townships will add
similar tax levies at the average rate. In 2007, this
revenue source generated $2,726,893 in unvoted
taxes and an additional $2,080,773 in elected road
and bridge levies for a total of $4,807,666. If the
remaining townships pass similar levies it would
generate an additional $2,049,839 based on 2007
estimates.



Current 2008 2010 2015 2020 2025

Municipal Permissive License Plate Tax per | projected | projected | projected | projected | projected
| plate | annual $ | annual $ | annual$ | annual $ | annual $
% fee available | available | available | available | available
!Alexandria o $10 $2,023 $3,034 $4,045 $4,045 $4,045
Buckeye Lake $20 $12,378| $12,378, $12,378 $12,378) $12,378
|Granville $10 $18,284, $27,426] $36,568 $36,568/ $36,568
Gratiot $5 $1,022 $2,044 $3,066 $4,088 $4,088
Hanover $5 $5,049, $10,098| $15,147 $20,196| $20,196
Hartford $5 $1,656 $3,312 $4,968 $6,624 $6,624
Heath $15 $51,223| $68,297| $68,297 $68,297| $68,297
Hebron $5 $13,921 $27,842| $41,763 $55,684] $55,684
Johnstown $5 $20,664, $41,328 $61,992 $82,656/ $82,656
Kirkersville $5 $2,511 $5,022 $7,533 $10,044, $10,044
Newark $5 $218,363| $436,726| $655,089| $873,452 $873,452
@Pataska!a $20 $74,013] $74,013] $74,013 $74,013] $74,013
Reynoldsburg $10 $35,823| $53,735 $71,646 571,646/ $71,646
St.Louisville $5 $2,129 $4,258 $6,387 $8,516 $8,516
\Utica $5 $9,716| $19,432| $29,148 $38,864| $38,864

Total Municipalities $468,775 $788,945 $1,092,040 $1,367,071 $1,367,071

LXX: Municipal Permissive License Plate Tax Revenues

Specific Streets Levies in Municipalities

While many townships ask voters to approve road
and bridge levies, it is uncommon for municipalities to
have specific street levies. This is predominantly due to
the 10 mills that are already available without a vote
for operating and establishing capital improvement
budgets as per the Ohio Revised Code.

County Engineers Association of Ohio (CEAQ)
The County Engineers Association of Ohio (CEAQO)
receives a federal funding allocation of federal
transportation dollars for Surface Transportation
Program (STP) and Bridge
Replacements/Rehabilitation. ODOT has budgeted an
increase of one percent annually from 63 million in
2008 to 69 million in 2015. LCATS estimates the
CEAO will split these funds equally, yielding 1/88th to
Licking County per year through 2030.

Local Transportation Improvement Program
(LTIP)

The Ohio Public Works Commission (OPWC),
District 17 receives state funds for local road and
bridge projects. These funds are competitively
selected from applicants in the Delaware, Knox,
Licking, Morrow, Fairfield and Pickaway Counties.
These funds are available from state issued bonds.
100% of LTIP funds are used for transportation
projects. Licking County’s population is 26% of
District 17, so it is appropriate to expect a similar

amount of funds to be received on average over time.
This equates to $720,720 per year and should
increase at one percent annually.

State Capital Improvements Program (SCIP)
The Ohio Public Works Commission (OPWC),
District 17 also receives state funds for infrastructure

improvements in local jurisdictions.These funds can be
utilized for a variety of infrastructure, not just

transportation. In general, approximately 50-75 percent

of the funds are used for transportation projects.
These funds are competitively selected. Licking

County's population is 26% of District 17,so it is
appropriate to expect a similar percentage of funds to
be received. This equates to $584,350 per year for
transportation oriented infrastructure and should
increase at one percent annually.

Municipal Capital Budgets

Municipalities can leverage up to ten mills of real estate

taxes for operation of the city.A portion of this is
frequently designated into capital improvement
budgets.An estimate of $600,000 per year and an
increase of two percent per year are likely to be
available.

Community Development Block Grants (CDBG)
Community Development Block Grants funds are

available throughout the county for improvements in
low and moderate income neighborhoods.The City of
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Newark is an entitlement area and receives an average
of $900,000 per year. The remainder of the county
receives approximately $350,000 per year, which
includes direct set asides for the cities of Heath and
Pataskala. Roughly 50% of this fund will be used for
transportation infrastructure. This revenue source is
considered flat and is not expected to increase in the
foreseeable future.

Fines

Various fines collected throughout the region are
available for use as infrastructure improvements.These
estimates are approximately $400,000 per year and are
anticipated to increase at three percent annually.

TRANSIT FUNDING
The area has two transit agencies that share a direct
allocation from ODOT to operate their agencies.

Combined, the City of Newark Transit Operations and

INNOVATIVE FUNDING OPPORTUNITIES

With the constant burden of an ever-aging
transportation infrastructure and the imploding force
of inflation, the current funding mechanisms will not
meet the growing demand. What will be needed is a
combination of new ways to generate funds in
addition to the traditional funding sources. The
nation’s economy hangs in the balance of maintaining a
transportation system that can handle the increasing
needs being placed on the system.

While federal revenue streams may change as a result
of a new federal transportation bill, it is obvious that
innovative funding sources will become a more
prominent part of funding packages, especially for large
projects. Local authorities and public private
partnerships will drive many of these funding
mechanisms.

Tax Increment Financing Districts

Tax Increment Financing (TIF) Districts will become
more prevalent and used to offset the burdens of
new businesses on the infrastructure systems. This
does not mean that the new business is void from
making on site improvements, it means that off-site
improvements will be made up front and paid for
with future funds as a result of increased tax
revenues. This creates a win-win scenario for both
businesses and local governments.The businesses
are more likely to locate in an area with a solid
infrastructure network.The government body is now
able to make needed improvements and have a
source of designated funds to be reimbursed.There
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the Licking County Transit Board receive a federal
apportionment of $1,194,929 annually. There is no
indication that these funds will increase in the near
term. The participation rate for these funds are 80
percent federal for vehicle purchases and 50
percent federal for operations. Both transit
agencies struggle to find funds to match these
sources and use a combination of local general
funds, CDBG funds, and various other minimal
state matching grants. A common matching state
grant utilized for matching these federal funds is
the Elderly and Disabled (E&D) funds that are
received for operating a system that provides /2
fare for the elderly or disabled. In total, funds
available for transit operations and vehicle
purchases that are specific for transit are
approximately $2,000,000 per year between the
two agencies. These funds do not appear to be
increasing and considered flat until 2030.

is now no need to wait until it is horrible to fix it
mentality can end. Several TIF's are already in place in
Licking County and the City of Newark, many other
locations have been discussed as industry moves in
to the region.

Joint Economic Development Zone (JEDZ)

A Joint Economic Development Zone (JEDZ) is used in
unincorporated areas that do not have a income tax.
Specific areas are designated as a JEDZ location. An
agreement is put into place that allows for a different
governing body, typically a city, to collect income taxes
from workers on behalf of the township.The
“collecting” agency receives a share of the collections
in return for processing the collections. Currently,
Etna Township has a JEDZ and the City of Newark is
the partnering city. Other locations are being
discussed as development continues.

State Infrastructure Bank

The State Infrastructure Bank (SIB) offers another
source of possible innovative financing for
transportation projects, particularly those that will
spur economic benefit. In essence the State of Ohio
operates a revolving loan fund that can be leveraged
for large projects and paid back over time. It is
possible that SIB monies could be leveraged for
projects such as Cherry Valley interchange or
Thornwood Drive improvements. While the funds to
repay the SIB will come from a variety of traditional
and innovative sources, it may be a wise investment
to offset the high rates of inflation construction.



Vehicle Miles Traveled Fees

Vehicle Miles Traveled (VMT) fees are a new concept,
but being tested across the country.This fee structure
could be used either in addition to or as a replacement
for the gas tax. In Oregon, during a test case study,
users paid a monthly bill based on the miles they
traveled the previous month.Technology would allow
for this different, but fairer user based system. This is a
long-term solution, and short-term solutions are still
needed to meet the needs of the system.

Tolling

Across the country regions are moving to a toll
system requirement for any new expansion project.
In essence, if an entity is interested in building a new
roadway/freeway to provide access to a currently
underdeveloped area, it is being built as a toll facility.
The tolls collected are then used to repay the bonds
sold for the construction. This may also work in areas
were added lanes to an existing facility are only used
by those willing to pay a toll. With the increase in
technology, this may be possible with minimal
overhead costs to operate the toll system by using
EZ Pass technologies.

Congestion Fees

Congestion fees are another new system that works
based on supply and demand. Just as private parking
providers charge different rates based on the
demand, the same principal could be applied to lane
usage of highways or passenger space on transit.
These new or increases in tolls or transit fees would
serve to disperse peak travel times. It may also
increase car pooling in an effort to share the cost of
premier lane use.

Removal of “Stovepipe” Bias

In the current federal transportation world, available
funding is by very specific project requirement and is
inflexible as to using the funds in the most efficient
and needed way. This leads to projects being
constructed that are needed, but not the highest
regional or national priority. With the removal of the
“stovepipe” bias at the federal level, projects could be
completed more efficiently and funds could be used

FUTURE OF TRANSPORTATION FUNDING

to meet the most critical needs.

Build to Completion

Another needed change at the federal level is a
commitment to build to completion. Often projects
are allocated a specific amount of funding and when
the funding is exhausted the next phase of the
project is not completed.This has led to corridors
across the country that are near completion, but not
complete.This poor practice has led to increased costs
because as portions are completed, developers buy up
the remaining land either as speculation or to develop.
Either way the future cost to acquire this property is
significantly higher or becomes “show-stopper” for
completing the corridor. If a build to completion
commitment is adopted, whole corridors will be
finished, cost less and serve their purpose of
connecting various markets or states or regions
together.

One such program that is being evaluated is
“Corridors of the Future,” which was established in
SAFETEA-LU.A“Corridor of the Future” is a multi-
state, high priority vital economic link. Currently, IR
70 from Missouri to WestVirginia has been identified
and is being evaluated for an additional freight-only
toll lane.

Tax on Vehicle Sales

Either a portion of the current sales tax collected on
vehicles or an additional tax could be dedicated to
transportation infrastructure purposes.

Other Taxable Sources

There are several other taxable sources that could be
allocated to transportation. Freight feed could be
imposed and directed to transportation. The possibility
of taxing replacement fuels to match the gasoline tax
may be a source of revenue. Customs duties currently
are not made available to transportation. Perhaps a
ticket tax on air; water, rail and transit passenger trips.
ile adding new taxes or increasing taxes are not
appreciated by consumers, the backbone of the
country’s economic prowess relies on an efficient and
safe transportation system.

Transportation funding in the future is at a crossroads.The Highway Trust Fund that was used to build the
interstate system and has long been a major source of transportation funding is predicted to enter into a deficit in
2009.At the national level there are various discussions underway as to how to rectify this situation. Most of these
discussions focus on short-term solutions to keep the Highway Trust Fund solvent through 2010, or until a new
federal transportation bill can be enacted. The current federal legislation, SAFETEA-LU, is set to expire in 2009. In
the past, federal transportation bills have been extended until new legislation can be written and passed. The next

Page 81



