SECTION 5

Financial Analysis and Funding Plan




REGIONAL FUNDING
OPPORTUNITIES

This section identifies various funding and
financing mechanisms that can or could be
available for the transportation improvements
listedin Section 6 of this Plan. These
mechanisms include sources provided througk
local, state and federal legislationefBre
considering funding transportation
improvements contained in the MTP, it is
important to understand how the current
transportation system is financed and
operated.

Since local jurisdictions and highway districts
mustadopt a balanced budget each year, they
must rely on reliable revenue sources to
operate and maintain their roads and streets.
Generally speaking, expenditures are
prioritized, with dayto-day operations and
maintenance being first priority, reconstructio
being second priority, capital replacement third
priority, and then new construction. This is
based on the recognition that it is important to
adequately protect what exists. Sometimes,
however, weather conditions or dramatic
changes in road usage centerrupt normal

SourceWelch Comer

budget cycles in order to address an immediate
need that requires attention.

KMPO AREA TOTAL
TRANSPORTATION
REVENUE AND
EXPENDITURES
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local transportation system, it is important to
recognize tlt revenues available to local
jurisdictions and highway districts can come
from different enabling legislation. As an
example, highway districts rely extensively on a
restricted local property tax levy and the
highway distribution account (HDA), while
cities rely more on the HDA and transfers from
agencies, such as urban renewal districts,
which can finance transportation related
infrastructure investments. Figus®.1and 5.2
provide the detailed and cumulative
breakdown of revenues received by local
jurisdictions and highway districts within the
KMPO area. He agencies collectively received
$40,295,066 in revenue in 20180f that total,
over 50% of the revenue was derived from
locally-generated sources.
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Figure 5.1 KMPO Area Local Transportation Revenue, All Sow@e48
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Figure 52 KMPO Area Local Transportation Reventietals, All Sources 2018
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It is also important to knowthat, in order for
the regional transportation system to work
seamlessly, four main activities must occur
simultaneously. They are operations and
maintenance, reconstruction, capital
acquisitions (land, buildings, and equipment
replacement), as well as new cgiruction. In
2018, collectively, local agencies expended
$34,570,815 in General Operations funds. Of
that amount:

RoutineMaintenance $11,264,395
Reconstruction of Existing $9,144,211
Maintain Equipment/Fleet $5,954,709
New Construction $1,473,876
Employees and Facilities $3,182,168
Total $31,019,359

Other expenses, such as professional services
and retaining funds for local match to support

State and Federal grants, generally make up
the balance of the costs. Expenditures are
broken down in Figue5.3 and 5.4

Interestingly, the data also shows the
financial impact of operating and maintaining
a transportation system in the Inland
Northwest. Inclement weather associated
with cold winters, short daylight hours, as
well as winter conditions with snow and ice,
canplace a disproportionate additional cost
on otherwise normal operating conditions for
other areas of the State and Country. In

2018, local agencies expended $1,752,889 in

snow removal and $1,041,000 for street

lighting. Each expense item is comparalble t
the entire amount of general operating funds
spent on new construction in 2018.

This should provide a glimpse of how
important it is for local agencies to
successfully compete for State and Federal
grant programs if they are to reconstruct or
widen exising roads. Grant Haid programs
are essential to leverage the limited resources
that currently exist to provide for new
construction and to address the back log of
projects identified in the MTP that are
necessary to address travel time reliability
acrossthe region.

Source: East Side Highway Distriéf
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Figure 53 KMPO Area Annual Expenditures by Cost IteR018
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Figure 54 KMPO Area Annual Expenditurébotals,2018
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CITY/COUNTY/HIGHWAY
DISTRICT FUNDS

City/county/highway district revenue
resources can beategorized as either
restricted or unrestricted. Unrestricted
revenue is available for transportation to the
extent that transportation needs can
successfully compete with the many other
local government needs. Restricted revenue
is funding collected tlough specific enabling
legislation, which limits how much can be
collected, as well as how it can be spent.
Idaho State Gas Tax is a restricted revenue,
where funds are limited to transportation
purposes authorized in Idaho Code.

GENERAL FUNDS

General fund include all local funds subject
to appropriation by the governing body
property taxes, sales tax, utility tax, general
state shared revenues, business license fees,
etc. These funds may also be used for
transportation purposes, unless approved
only for aspecific purpose.

RESTRICTED FUNDS

The State of Idaho enables local jurisdictions
and highway districts to impose various local
revenue options. These are considered
Restricted Fundsas their use is restricted by
Idaho Code:

1 Alocal option vehicle regtration fee.
These funds must be used by the
jurisdictions with public roads for
operating, maintaining, or making

improvements to the road system.
Subject to a simple majority public vote.

9 Local property tax levy for highway
districts. These fundsr@ required to be
used by the districts for operating,
maintaining, or making improvements to
the highway district road system.

1 Impact fees.These are generally
imposed as a condition for development
to ensure adequate capital facilities are
built. The fes must follow an
established procedure and criteria that
guard against duplication of fees for the
same impact. The fees are only for
system improvements that are
GNBIaz2yloftesé
development, and they are set to reflect
the proportionate sharef the system
improvements costs directly impacted by
the development.

9 Transfers from other agencie3his
would include funding from urban
renewal agencies to support
transportation infrastructure
investments in redeveloping areas of
their community

Theprimary funding sources available to local
public agencies are special levies. Table 5.1
depicts the available City, County and
Highway District funding options and the
most common types of projects. The table is
meant to be an informative guide as to
funding possibilities.
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Table 5.1 City/County/Highway District Funding Options
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New A X A X X X X X X X
Construction
Major A A A X X X X X X X
Roadwa Rehabilitation
Y Widening A A A X X X X X X X
Resurfacing | A A A X A X X X X X
Intersection A A X X | X X X X X X
Improvements
New X X X A X X X
Bridge Construction
g Replace X X X A X X X
Rehabilitation | X = X X A X X X
Signal A X X X X X X
Congestion A A X X X X X
Railroad X A A
Path/Trail A X X X
Curb, Gutter, Sidewalk A X | X X X X X X
Landscaping X A X X X X X
Public Transportation X A X A X X X X X
Safety X X A X X X X X X
Notes:
A Typical funding source fdhis type of project. Most projects of this type are funded in this source.
X possible funding sources.
* ST, IM, NHS, SBrate, and STFBtate funding is not directly available to Local Public Agencies. Local Public Ager
(LPA) may partner with ITD &Gtate routes for these funds. A typical example of partnering with ITD would be to
include LPA work with an ITD project on a State route.

. ____________________________________________________________________________________________|
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SPECIAL PROPERTY TAXES transportation programs over five years
through FY 2020. While the Act provides

authorization levels foall programs, actual
funding levels are subject to annual
appropriations. These can be impacted by a

Additional taxes can bauthorized by voters,
usually to finance projects through the
purchase of general obligation bonds, revenue
bonds, or other debt instruments. If the . . .
. myriad of activities and subject to

proposed amount is above the statutory . .

P VConfc\;resgonaI adjustments. . . A .
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be approved by6 percent of voters with a40  The |daho Transportation Department (ITD)

percent turnout. If it is below the legal administers the allocation of FAST Act and

limitation, a simple majority is sufficient Stae funds through a distribution formula

6dzadzk £t & OFfftSR I af A Rppfoded B thd 19D Bokrd Mdirdpbiitarydies 0 S
temporary or permanent. select urban projects for funding through a

competitive basis. Areas under 50,000

population and smaller towns outside the

federally designate urbanized areas compete

for funds through the Local Highway Technical
Assistance Council (LHTAC). ITD administers

their own project selection processes for

'{5h¢ Fdzy Ra NBGFIAYSR o0& L¢
portion of State transportation revenues (60%).

OTHER DEDICATED
GOVERNMENTAL FUNDS FOR
TRANSPORTATION PURPOSES
Locallmprovement Districts

Special taxing districts for transportation
purposes can also be created by cities,
counties, and highway districts. This allows for
acquiring, constructing, improving, providing,
and funding of any city street, highway district, USDOT COMPETITIVE GRANT
or state highway improvement within the PROGRAMS

District. With voter approval, the District would
have authority to levy additional property tax
that could then be used to finance specific
projects over time using various types of debt
instruments.

Presently, two main competitive grant
programs exist to address nationally and
regionally significant transportation projects.
These are the BUILD and INFRA programs.
Established by Congress, these two nationally
competitive programs seek to provide

FEDERAL AND STATE . . ) o
substantial funding to regionally significant
FINANCIAL ASSISTANCE projects that are above and beyond the normal

FAST ACT grantin-aid program.The most successful

A « A o ar round.the natjQn ar re.State
¢KS CAEAY3 !'YSNAOI Qa {WM \N§ : %y
and local transportation agencies have worked

FAST) Act provides $286.4 billion in
( ) P ) $ together to address a wetlocunented and
guaranteed funding for federal surface

demonstrated need.

. ____________________________________________________________________________________________|
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TheBUILDprogram (formerly the TIGER
program) is a moréroadly-basedcompetitive
capital grant program that can be used to
address a wide range of infrastructure needs.
This includes nationally or regionally significant
highways and roads; port districts, airports,
bridges, public transportation, sewer, water,
fiber optic cable routes to rural areas, and
inland waterways.

With these grants, Projects can be as small as
$10 million or larger than $100 million
depending on the category of funding. Under
the rules, the grant can provide no more than
80% Federal funding to a project, with the
remaining funds derived generallspm local,
state, port district or tribal sources. ITD
received a TIGER/BUILD grant to construct the
remaining improvements on the U Worley
North Project.

ThelNFRAformerly FASTLANE) project grant
program was created to address the specific
andextensive need for freight related
improvementsacross the U.S. highway system.
INFRA grants provide funding similar to the
BUILD program; however, INFRA grants must
be no more the 60% of the project cost. The
remaining project funding can be derived from
up to 20% more in other Federal funding, with
the remaining 20% from local, state, port
district, tribal resources. The amounts available
through this highlycompetitive, nationwide
program can range from $10 million to $250
million.

ITD, in partnership wit KMPO, the City of
/ 2SdzNJ RQ ' £ SyS | yR

GKS 7/

a FASTLANE grant to make operational
improvements on U.S. 95 fror90 to SHG3.
These improvements are designed to improve
traffic flow and improve freight and goods
movement in the regin. The funding was 60%
C!'{¢[!'b9 IAINIYII HE:?
Freight Formula Funds, 10% ITD, and 10% local
jurisdiction funding.

USDOT SPONSORED PROJECT
FINANCING PROGRAMS

USDOT Project financing programs are not
grant programsbut rather debt finangcig tools
that are generally expected to be used in
conjunction with other federal formula and
competitive grant programs. These programs
were put in place by Congress in order to
provide States and local agencies long term
debt financing capabilities thatan take
advantage of very favorable low interest loan
rates and longer terms, due to access to the full
faith and credit of United States Government.

The repayment of the debt instrument varies
from program to program; however, they all
require the stae, regional and/or local
participants to provide reliable, dedicated
funding source that is capable of repaying the
debtand obtaining an acceptable rating. These
programs are administered by the USDOT in
Washington D.C.

Debt financing, such as thispuld be similar to
a home mortgage, where the regionally
significant investment can be financed up to
30+ years, in order to address both immediate

and longterm transportation needs sooner .
RStedn trgngporfatiod Needs SOy
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than through traditional programs. Local non
federal examples inade school capital bond
levies, jail construction projects, or urban
renewal district projects (e.g. Greensferry
Overpass), where the immediate investment
are made and then repaid over time from a
dedicated funding source that can receive ai
acceptable ihancial rating.

The Grant Anticipation Revenue Vehicle
(GARVER)rogram is a financing mechanism
used by many states and some regional
governments to finance highway projects.
Specific to Federal Highway Administration
managed transportatiofunding, a GARVEE is a
grantanticipated note used as a term for a
debt instrument that has a pledge of future
Title 23 Federahid funding. Significantly, it is
authorized for Federal reimbursement of debt
service and related financing costs. States can
thus receive Federalid reimbursements for a
wide array of debtelated costs incurred in
connection with an eligible debt financing
instrument, such as a bond, note, certificate,
mortgage, or lease; the proceeds of which are
then used to fund a project iglible for
assistance under Title 23. Each of these
instruments is considered a GARVEE when
backed by future Federaid highway funding,
but most frequently, a bond is the debt
instrument used. Specifically, as stated in
Section 122 of Title 23, debt fineing
instrumentrelated costs eligible for Federaid
reimbursement include interest payments,
retirement of principal, and any other cost
incidental to the sale of an eligible debt issue.

The issuer may be a state, political subdivision,
or a public autority.

GARVEEs enable a state or region to accelerate
construction timelines and spread the cost of a
transportation facility over its useful life rather
than just the construction period. The use of
GARVEEs expands access to capital markets as
an alterndive or in addition to potential
general obligation or revenue bonding
capabilities. The upfront monetization benefit
of these techniques needs to be weighed
against consuming a portion of each future
years' Federal apportionment to pay debt
service. Thispproach is generally appropriate
for large, londived, nonrevenue generating
infrastructure projects, such as bridges,
interstate widening, or major highway
reconstruction.

Again, these investment grade securities are
guaranteed by future federal transptation

funds from the federal highway trust fund,
which is funded from motor fuel taxes that are
levied at the federal level. ITD has utilized the
GARVEE program on U.S. 95 Improvements in

KMPO 2020 METROPOLITAMNSPORTATION PLAN
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North Idaho and throughout Kootenai County.
This includes the etent improvements at the
U.S. 95/SKp3 Interchange, as well as the
continuation of the U.S. 95 widening north
towards Sandpoint, ID. They mdgabe used
on 90 widening in the metropolitan arela.

The Transportation Infrastructure Finance and
Innovation Act TIFIA progrant provides
Federal credit assistance in the form of direct
loans, loan guarantees, and standby lines of
credit to finance surface transportation
projects of national and regional significance.
The strategic goal of TIFIA idéwerage limited
Federal resorces and stimulateapital
marketinvestment in transportation
infrastructure byproviding credit assistance in
the form of direct loans, loan guarantees, and
standby lines of credifrather than grants) to
projects of national or regional significance.

The key objectives of the program are: to
facilitate projects with significant public
benefits; Encourage new revenue streams and
private participation; fill capital market gaps for
secondary/subordinate capital; Be a flexible,
"patient” investor willing 6 take on investor
concerns about investment horizon, liquidity,
predictability and risk; and limit Federal
exposure by relying on market discipline.

1 Source:
https://www.fhwa.dot.gov/ipd/finance/tools programs/federal debt financi

ng/garvees/

2 Sourcehttps://www.transportation.govi/tifia/tifia-credit-programoverview

TIFIA Requirements

MinimumAnticipated Project Costs

9 $10 million for Transi®riented
Development, Local, and Rural Projects
$15million for Intelligent Transportation
System Projects

$50 million for all other eligible Surface
Transportation Projects

TIFIA Credit Assistance Lignitredit
assistance limited to 33 percent of reasonably
anticipated eligible project costs (unless the
sponsor provides a compelling justification for
up to 49 percent).

Investment Grade RatingSenior debt and
TIFIA loan must receive investment grade
ratings from at least two nationally recognized
credit rating agencies (only one rating
required ifless than $75 million).

Dedicated Repayment Sourcd he project
must have a dedicated revenue source
pledged to secure both the TIFIA and senior
debt financing.

Applicable Federal Requirementsicluding,
but not limited to: Civil Rights, NEPA, Uniform
Relocation, Buy America, Titles 23 and 49.

Eligible Applicants IncludeState
Governments; State Infrastructure Banks;
Private Firms; Special Authorities; Local
Governments; and Transportation

Improvement Districts.
|
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COMMUNITY DEVELOPMENT
BLOCK GRANT (CDBG)

These federal funds are available to cities and
counties for a vaety of public facilities
(including housing and economic development
projects, which benefit low to moderate
income households). This can include
transportationrelated investments for transit

or ridesharing opportunities.

Table 5.2 depicts the avail&blunding
categories for Federalid Formula Programs
that work for the most common types of

STATE OF IDAHO HIGHWAY
DISTRIBUTION ACCOUNT

The Highway Distribution Account (HDA) was
established by the Idaho State Legislature to
distribute revenues derived from user fees such
asvehicle registration and fuel consumption
(gas tax). The Legislature establishes the
revenue rates and the allocation of those
funds, first, between the Idaho Transportation
Department (ITD) and local jurisdictions with
public roads. The funds are thamrther sub
allocated between various local jurisdictions,
counties and highway districts. In Kootenai

projects under $10 million. The primary sources coynty, local jurisdictions and highway districts

open to the Local Public Agencies are STP Blockgcejve distributions from the HDA to support
Grant, TAP, Bridge and RHF. This table is meangserations, maintenance, and capital

to be an informatie guide as to funding
possibilities.

programs Figures % through 5.7 show how
those funds are distributed to agencies and the
amounts allocation in Kootenai County over the
past 12 years.
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Table 5.2 Funding Categories for Federsid Formula Programs

Primary Project Type

*IM -Interstate Maintenance
*NHSNational Highway System

n
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(7)) (99} n (9)] @ X * x
Roadway | New Construction A A X X X X
Major Rehabilitation A A X X X X
Widening A A X X X X
Resurfacing A A A X X X X X
Intersection Improvements A A X X X X X X
Bridge New Construction X X A A X X X X
Replace X X A A X X X X
Rehabilitation X X A A X X X X
Signal A X X X X X
Congestion A A X X X X
Railroad A A
Path/Trail A X
Curb, Gutter, Sidewalk X X X X X X
Landscaping X | X A X X
Public Transportation related X X X
Safety X X A X X X X X
Notes:
A Typicalfunding source for this type of project. Most projects of this type are funded in this source.
X  Possible funding source.
* ST, IM, NHS, SHrate, and STBtate funding is not directly available to Local Public Agencies. Local Public Agencies may
partner with ITD on State routes for these funds. A typical example of partnering with ITD would be to include LPA vaork
ITD project on a State route.

. ____________________________________________________________________________________________|
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Figure 55 Idaho Highway Distribution Account Sources and Distribution
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Source: ldaho Transportation Departmenttps://itd.idaho.gov/funding/?target=hdarevenue
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Figure 56 Kootenai County Highway Distribution Account Annual Distributions, 2008 to 2019

Source: Idaho Transportation Department, Transportation Program: HDA Revehties://itd.idaho.gov/funding /?target=hdarevenue
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