State Transportation
Commission

June 26, 2008

Director Kirk T. Steudle, P.E.



Overview

« TF2 Update

 Highway and M aintenance Program
Financial Situation







TF2/CAC Progress

e TF2 meeting June 30in Lansing
— Discussing funding alter natives
— Reviewing what other states are doing

« CAC developing “Needs’ reportsto present at
July 21 TF2 meeting in Traverse City




MDOT Highway and
Maintenance Program
Financial Situation
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Update on M aintenance

From last month’s
Commission meeting:
— Winter cost overruns of

approximately $18M
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— Adjustments were \:‘?’- N B

Identified representing a b e

20% decreasein non-
winter maintenance
activities



Maintenance Options

 Toaddressthe overage, we considered.
—Current financial constraint (lack of “M” funds)

—Balancing needs with a constrained budget

* Reductionswere proposed in areas not ascritical with respect
to safety of the public

* Priority itemslike critical surface maintenance,

replacement of failed culverts were among the
critical work itemsto maintain the transportation

system




2008 M aintenance Budget

B Winter
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Fixed Costs

O Non-Winter
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& Health
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Other

3 Year Average Expenditures FY 2008




Maintenance Options

e Sincethe May 2008
Commission meeting, MDOT
Identified approximately
$200,000 to address critical
spot mowing and litter issues

e Continued recommendation
of the cut backsin non-winter
maintenance activities, given
the overall revenue picture




“A Looming Financial Crisisfor Transportation”

Travel trends down

State revenues declining Uncertainty
Federal revenue uncertain
| ncreasing costs




Trave Trends

Gasoline prices are having a direct affect on travel in Michigan
Travel dropped by 4% (2.2 billion vehicle miles) from 2004 to 2007

Monthly Travel for Select PTR's
(Source : 75 MDOT Permanent Traffic Recorders)
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State Revenue TrendssM TF
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State Revenue Trends-STF

State T runkline Fund

(share of MTF Distribution with a portion of Misc. Revenues)
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Federal Revenue Trends

 Thisgraph assumes
continuation of Federal Highway Funding
SAFETEA-LU levels Federal Revenue
through 2010; however
reauthorization in 2009
may changethis
assumption

* Recent estimates proj ect
the Highway Account to
end FY 2009 with a
neg ative $3.2B balance Assumes 3.2 percent annual growth after SAFETEA-LU, however,

Highway Trust Fund 1s uncertain




| ncr eased Costs of M aterials and
Reduced Buying Power

Decline in Purchasing Power Rising Costs

Actual | | F-‘ru'ected.

Significant Increase in Construction Costs
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Actual Purchasing Power of the State Gas Tax has declined by 22.6% since 1998

Scamce: MODOT




|nability to Match Federal-Aid

millions

Highway and Maintenance Program

State Revenue Shortfall and Federal-Aid Lost
(assumes $20M "M" program per year)

$1,477*

$1,203* $1,230* $1,257*

*
$1,140 #15 3

1133

$758**

I $337**
5 **

2008 2009 2010 2011 2012

O Program Total with Routine Maintenance EFederal Aid Lost [ State Revenue Shortfall

* Highway and Maintenance Program Announced in 2008-2012 Five Year Transportation Program
** Resulting Program Amount (with declining state revenues and inability to match federal aid)



Summary

« MDOT isfacing tough choices

« MDOT may not be ableto match all federal aid in the
near futurethus affecting
— Investment levels
— Flexibility to fund projects

— Overall condition of Michigan’s
transportation infrastructure




Questions
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