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Agenda:

* Forecasting Process & Results
* Federal Formula Funding
* Financing Mechanisms

* Funding Available for the Program
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Revenue Forecast Process:
Sources of Funding for the Highway Program

¢ Highway User Revenue Fund/ State Highway Fund

> Regional Area Road Fund/ Freeway Funds

* Federal Funds (Formula Funding): established by Congress
 Other Funding: Competitive Grants, Appropriations &

Private Funding

= Forecasted by the Risk Analysis Panel (RAP)




Revenue Forecast Process:

What is being forecasted? . u

Personal Use Fuel
Income (Diesel) Price

State of Arizona Variables

US Fleet Fuel
Economy
(mpg)*

Non-Farm
Employment

Non-Farm
Employment Airport
Construction Passenger
Employment Traffic
(PHX & AZA)

\ 3.2 4

30 year
Mortgage
Rate

Population

Maricopa County Variables

Personal

Phoenix CPI
Income

ARIZONA DEPARTMENT OF TRANSPORTATION *Not forecast
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Revenue Forecast Process:
Who is involved?

» Maricopa Association of Governments (MAG), Transportation Professional
» City of Peoria, prior JLBC, Fiscal Specialist

» JLBC, Fiscal Specialist

> Previous State Treasurer’s Office, Financial Professional @

» Office of Economic Opportunity, Economist

> VisionEcon, Economist &

> Elliot Pollack Company

» ASU, Economist

» HDR, Economist — Contracted to develop & run forecasting model for ADOT

r

@ - Western Blue Chip Panelists
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Benefits of the RAP Process:

* |Involves multiple economists & experts in
transportation

* Uses well-known and accepted statistical
methods

* Provides objective, data-based, accurate results

* |s recognized by bond rating agencies as stable
and effective




Highway User Revenue Fund
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Highway User Revenue Fund (HURF):
FY 2022 Revenues
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FY 2021 Actual FY 2022 Actual Change |[FY 2022 Estimate | Difference
Total S 1,627.2 | $ 1,729.1 6.3% S 1,774.9 -2.6%




Table

		

								FY 2021 Actual		FY 2022 Actual		Change		FY 2022 Estimate		Difference

						Total		$   1,627.2		$   1,729.1		6.3%		$   1,774.9		-2.6%
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Highway User Revenue Fund (HURF):

FY 2022 Sources Total: $1,729.1 Million
Use Fuel (Diesel) VLT
$256.9 $542.8

15% 31%

Registration
$236.1
14%

Motor Carrier
$56.7

o)
Gasoline 3%

$537.9

31% Other Smart & Safe AZ

p—— $55.6 $43.2
Revenue in millions 39 39%
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Highway User Revenue Fund (HURF):
Revenue History and Forecast
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Risk Analysis Process Results: HURF forecasts were
decreased by 5526.6M,
HURF 2021 vs 2022 Panel .
or5.1%.
$2,500
$(81.9) $(94.2) $(106.4) $(117.6) $(126.5)
$2,000
§ $1,500
E
= $1,000
S500
SO
FY2024 FY2025 FY2026 FY2027 FY2028
Sept 2021 Panel $1,910.6 $1,987.9 $2,065.9 $2,143.7 $2,222.7

B Sept 2022 Panel $1,828.7 $1,893.7 $1,959.5 $2,026.1 $2,096.2
Variance % -4.3% -4.7% -5.2% -5.5% -5.7% “



Regional Area Road Fund
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Regional Area Road Fund (RARF):
FY 2022 Revenues
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Table

		

						FY 2017-2026 Comparative Forecast

						(Dollars in Millions)

																										Updated 9/27/16

										Sep. 15				Sep. 16

						Fiscal				Official				Official

						Year				Forecast				Forecast

						2017				$1,378.5				$1,415.6

						2018				1,426.6				1,476.4

						2019				1,474.7				1,532.8

						2020				1,526.2				1,587.6

						2021				1,580.9				1,640.2

						2022				1,635.6				1,693.0

						2023				1,691.6				1,747.8

						2024				1,750.2				1,802.3

						2025				1,810.0				1,861.4

						2026				1,870.6				1,923.2

						Total				$16,144.9				$16,680.3

						Ave. CGR				3.4%				3.5%

								FY 2021 Actual		FY 2022 Actual		Change		FY 2022 Estimate		Difference

						Total		$   559.0		$   664.8		18.9%		$   630.9		5.4%
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Regional Area Road Fund (RARF):

FY 2022 Sources
Total: $664.8 Million
Rental of Personal Other
Property $19.8
$22.6 3%

4% Retail Sales

Rental of Real $385.6
Property 58%
$60.3
9%

Restaurant & Bar
$69.0

0,
80% | tilities

$35.0
5% Contracting
. $72.5
L 11% Revenue in millions
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Regional Area Road Fund (RARF): * FY 2026 forecast reflects the

expiration of the transportation

Reve nue H iSto ry an d Fo reca St excise tax extension on

December 31, 2025.
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Risk Analysis Process Results: RARFforeca;ts were
increased by 5138.9M,
RARF 2021 vs 2022 Panel o
or7.5%.
$900.0
$47.7 $55.1 $36.1
$800.0
$700.0
$600.0 —
§ $500.0 ——
E
ﬁ $400.0 —
$300.0 ——
$200.0 ——
$100.0 ——
Y FY2024 FY2025 FY2026
Sept 2021 Panel $695.1 $725.8 $443.1
m Sept 2022 Panel $742.8 $780.9 $479.2
Variance % 6.9% 7.6% 8.1%




Federal Formula Funding
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IIJA/BIL Apportionment Estimates

FFY 2022 - FFY 2026 Total Estimated IIJA funding limits:
$5.3 billion

$1,400
$1,025.6 $1,045.0 $1,064.8 $1,084.9 $1,105.6

Millions of Dollars

FFY 2021 FFY 2022 FFY 2023 FFY 2024 FFY 2025 FFY 2026

(actual)

= Apportioned = Supplemental
Programs Programs*

Mpplemental Programs consist of Bridge Program ($45M) and National Electric Vehicle Infrastructure (NEVI) ($11.3
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Financing Mechanisms
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Planned Debt Issuance: Bonding Totals
FY2024 - FY2028 HURF $1,650M

RARF SOM
$1,000 GAN S950M
$900 TOTAL $2,600M

l e
$800 o7 25—57257

$700
$600 $559 5600

$200

$300

S500

S400

Revenue ($ in Millions)

$300

$200

$100

FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

B HURF Statewide B RARF GAN
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$2,000
$1,800
$1,600
$1,400
$1,200
$1,000
$800
$600
$400
$200
$0

m State Highway Fund m Federal Formula Funding Financing Mechanisms

Funding Available for Tentative Program

$1,580.9 $1,650.0 $1,650.0

$1,520.2 = i L

-~ $1,338.5 - I . £
3 506.0 571.3 514.5

FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

Dollars in Million



5 Yr Program Development:
Resource Allocation

> Casa Grande Resolves (May 1999)

> Regional Allocation of Available Funding

> Off-the-Top (per Resource Allocation Advisory Committee, 1999)

» Ports
> Rest Areas

> MAG Region: 37%
> PAG Region: 13%
> Greater Arizona: 50%

ARIZONA DEPARTMENT OF TRANSPORTATION
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Economic Headwinds

Inflation

Interest Rates

Labor Shortages

Recessionary Concerns
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US Inflation
January 2012 - December 2022
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ADOT Construction Cost Index
FY 2016 — FY 2023
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Diminishing Purchasing Power

$1.00
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HUREF: Historic Revenue vs Purchasing Power*
FY 1990 to FY 2022
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$1,028 Rev $1,203 Rev $1,481 Rev $1,729 Rev

- 90%
$1,500

- 80%

$1,250

- 70%

- 60%

$1,000

- 50%

Millions

$750

- 40%

$500 g
- 20%

$250
- 10%

S0 - - 0%
o 2 o © D o & > © ® o o ™ © % o %
RGN (R N R N R I R I I I R LA
A A A A A A A A A A A A A A A A A
< < < < < < < < < < < < < < < < <
mm HURF Revenue mm Purchasing Power  ——1990 Purchasing Power of $1 (%)
ARIZONA DEPARTMENT OF TRANSPORTATION Revi=

NQQO Purchasing Power of Historic Revenues PP = Purchasi



ARIZONA DEPARTMENT OF TRANSPORTATION

Diminishing Purchasing Power

If the gas tax had been indexed to inflation in 1990,
it would be 41 cents per gallon in 2022.

You need a dollar in 2022 to buy what 44 cents would have bought in 1990.

r



EFFECTIVE FEDERAL FUNDS RATE & PROJECTIONS

JULY 1, 2021-JANUARY 24, 2023
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Target Range

Fed Funds Rate
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LABOR SHORTAGE
ARIZONA MONTHLY UNEMPLOYMENT VS JOB OPENINGS
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Additional Risks:

* Congressional (In) Action

e State Legislative Action

 Climate Change
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Questions
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