CHAPTER6 FINANCIALPLAN

This chapter discusses the
financial plan for the 2035 MTP.
Federal legislation requires
that the MTP be “financially
constrained”; in other words,
the cost of implementing and
maintaining transportation
improvements should be
within a funding amount that
can reasonably be expected to
be available during the life of

the plan.
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Federal regulations establish the
requirements for the financial plan in Title
23, Section 450.322(f)(10), of the Code of
Federal Regulations. To summarize, the
regulations (effective December 2007) state
that the financial plan should include the

following:

A Estimates of costs and revenue
sources needed to operate and
maintain federal-aid highways and

public transportation

A Estimates of funds that will be
available to support the MTP
implementation and that are
agreed upon by the MPO, public
transportation operator(s), and the

state

A Recommendations on any
additional financing strategies to
fund projects and programs

included in the MTP

A Revenue and cost estimates that
use an inflation rate to reflect “year
of expenditure dollars” and that
have been developed cooperatively
by the MPO, state, and public

transportation operator.

Funding to implement the MTP
recommendations comes from federal,
state, and local sources. This financial
element of the MTP includes estimates of
costs that would be required to implement
the MTP as well as estimates of existing and
contemplated sources of funds available to

pay for these improvements.
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Different sets of revenue assumptions apply
for capital, for operations and maintenance
(O&M), and for each mode—non-motorized
(pedestrian, bicycle, and trail facilities);
public transportation; and roads. An
additional set of revenue assumptions was
prepared for the Knik Arm Crossing, which is
proposed to be implemented through a

public-private partnership.

The costs to design, construct, operate, and
maintain all elements of the recommended
MTP through 2035 are more than $5.3

billion.

Identifying Project Categoriesd
Short Term, Long Term, and

llustrative

The improvements in the MTP are broken
into short- and long-term ranges. Short-
term improvements are those that are
expected to be fully funded and in place by
2023. Long-term projects are those that are
expected to fully funded and in place by
2035.

Projects that are not expected to be funded
by 2035, because of fiscal constraint, are
listed as illustrative, meaning that they
could be included in the adopted
transportation plan if additional resources
beyond those identified in the financial plan

become available.

Screening criteria were used to identify
projects that should be included in the
short- and long-term lists and projects that
should be identified as illustrative. Table 6-1
identifies how the projects were sorted into

the three categories.

The screening criteria for each mode are

provided in Chapter 7.

Table 6-1 Recommended Projects by Category

Project Category

Short Term, 20142023 Long Term, 20222035 lllustrative (Beyond 2035)
39 Projects ($1,155.4M) 17 Projects ($951.2M) 24 Projects ($770.9M)
77 Projectg$54.8M) 32 Projects ($28.2M)

Project Mode

Roadway

Nonmotorized 6 projects ($42.1M)

15 short & longterm projects ($176.7M) 1 Project ($22M)

Public Transportation

Note: Project costs are shown in 2010 dollars and have not been inflated.



Balancing Costs and Revenues

Cost Assumptions

The impacts of inflation in determining
revenue and costs were considered in the
development of the financial plan. The cost
estimates for the roads and pedestrian,
bicycle, and trail capital projects were
calculated starting with a base year (2010)
estimate provided by the DOT&PF or MOA.
Projects included in recently adopted plans
that contained cost estimates were inflated
to the base year. A “year of expenditure”
inflator of 4 percent was applied to the base
year through 2023. The 4 percent year-of-
expenditure inflator is based on general
guidance of the Federal Highway
Administration (FHWA). For the remainder
of the plan (2024-2035), an inflator of 3.5
percent was applied. This inflator is used to
reflect the fluctuation over time in
construction costs. Cost estimates for the
public transportation capital projects were
provided by the MOA Public Transportation
Department starting with a base year of

2011.
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A year-of-expenditure inflator of 2.1 percent
was applied to the base year through the
balance of the plan. The 2.1 percent inflator
is based on national trends. Historically,
nationwide, inflation rates for public
transportation capital projects have grown
about 20 percent less a region’s consumer
price index (CPI). For the Anchorage area,

the calculated inflation rate is 2.1 percent.

All tables in this chapter reflect planning-
level cost estimates for use in
demonstrating funding constraints,
according to FHWA guidance. All funding is
subject to federal, state, and local

appropriation.

The financial plan does not establish the
specific year in which each project will be
constructed. Rather, it tallies the total
capital cost for all projects in 2010 dollars,
then applies the inflation rate of 4 percent
to identify the program costs in 2011
dollars. The total capital cost is then
reduced from that year’s projected revenue,
and the balance is then increased by the
inflator and carried over to the next year.
An example of the annual inflation factor
calculation method used in the financial

analysis is shown in Table 6-2.

Table 6-2 Example Calculations for the Cost of Recommended Short-Term Road Projects, 2011-2035

2010 Short Term
2011-2035 ALL Road Projects Source Total
Total Project Costs Total Project cost 1,084
Less: Year's Spending 2010-2035 Annual Rev.

Projects Deferred to Future Years

Inflation
Deferred Projects

ST=Short Term

2011
1,128
-105

1,023
+4%
1,063

2012 2013 2014
1,063 1,015 978
88 74 120
976 941 858
+4% +4% +4%
1,015 978 893
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This methodology is applied to each mode.
By the year 2035, the cost of the
recommended improvements must balance
with the projected revenues to meet the
federal requirements for a fiscally

constrained MTP.

Revenue Assumptions

Based on economic uncertainties and an
expected decrease in federal funds, AMATS
used a conservative approach to estimate
revenues that can reasonably be expected
to be available for transportation from
federal, state and local funds. All revenue
assumptions and projections were derived
through a collaboration and consent of
state, public transportation, local, and
federal partners. The AMATS Technical
Advisory Committee and Policy Committee
approved a revenue growth scenario that
blended low- and moderate-grow rates for

each identified funding source.

To determine the inflator for the revenue
projections, the yearly average of the
Anchorage area CPl was determined.
Between 1983 and 2010, the average annual
change in the Anchorage area CPl was 2.5
percent. All revenues for capital projects
and O&M were inflated at 2.5 percent
annually. It is important to note, that
depending on the revenue source, the

inflator was applied at different years.

Projected revenue from identifiable sources
for all capital projects totals $3.8 billion in
2035. See Table 6-3. Although revenues
appear adequate to operate and maintain
the system through 2035, a funding
shortfall of about $2.1 billion is projected in
2035 for construction of all capital
improvements, including the list of
recommended short-term, long-term, and
illustrative projects. To ensure the MTP
meets the financially constrained
requirement, projects were moved into the

illustrative category.
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A reduction in federal funds is anticipated.
The current trend in federal gas tax income
is flat to negative. In the short term, it is not
assumed that an increase in federal revenue
will occur unless the public changes its
driving habits or a different revenue source
is identified. (Trends in fuel efficiency and
the corporate average fuel economy (CAFE)
standard do not represent increased federal
revenue.) Alaska, in the past, has received
more federal funding than the amount the
state has contributed in revenue.—a trend
that may not continue in the future. Under
the last federal highway bill, an authorized
increase in federal spending for
transportation was authorized without a
corresponding increase in revenue. This is
not likely to be the case with a new
authorization. Authorization of a new

highway bill is being debated in Congress.



Table 6-3 Total Revenue Forecast — Short Term (2011-2023)

Revenue in Miions $

Revenue Sources 2016 2017 2018

MOA Road Capital (road bondsMd P projects) 1 2.0 3.2 3.4 5.2 5.2 5.8 4.1 4.2 4.3 4.4 4.5 4.6 4.7
Qﬁéeg'S'at'Ve Capital Program (not including State §and 2 25 | 168 | 172 | 177 | 181 | 185 | 19.0 | 195 | 200 | 205 | 21.0 | 215 22.0
Q;';fﬂ;'atwe Capital Program (not including State Bends) |, 00 | 300 | 307 | 315 | 323 | 331 | 339 | 347 | 356 | 365 | 37.4 | 383 | 393
Federal Other 3 0.0 0.0 0.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
FHWA NHS (Anchorage & Chugiak/Eagle River) 4 62.1 5.0 0.0 0.0 0.0 23.0 23.0 23.0 23.0 23.0 23.0 23.0 23.0
FHWA NofNHS (Anchorage & Chugiak/Eagle River) 5 21.6 11.9 11.9 12.8 12.8 12.8 12.8 12.8 12.8 12.8 12.8 12.8 12.8
HSIP 6 6.7 16.4 7.8 7.4 7.4 7.4 7.4 7.4 7.4 7.4 7.4 7.4 7.4
State Match to FHWA NHS & NNHRS Total 7 9.0 3.3 2.0 2.5 2.5 4.8 4.8 4.8 4.8 4.8 4.8 4.8 4.8
Alaska Transportation Fund (ATF) 8 0.0 0.0 0.0 0.0 0.0 4.9 5.1 5.4 5.7 6.0 6.3 6.6 6.9
GO Bond 9 0.0 0.0 0.0 36.8 0.0 0.0 0.0 0.0 0.0 42.7 0.0 0.0 0.0
ARRC Match to federal funds 10 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Railroad track, facilities and infrastructure 11 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Road Revenue Source Total 105.0 | 87.7 74.1 120.0 | 84.4 116.4 | 116.2 | 1179 | 119.7 | 164.2 | 123.3 | 1251 127.0
TE Funds (10% of AMATS Allocation) 19 3.3 1.9 19 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
State Match to federal funds (TE) 12 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Local Match to federal funds (TE) 13 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
MOA Capital (bonds to bike/ped MTP projects) 14 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
AK Legislative Capital Prografdon-Motorized 15 2.7 2.7 2.7 2.8 2.8 2.9 3.0 3.1 3.1 3.2 3.3 3.4 35
Non-Motorized TransportationRevenue Source Total 6.8 5.2 5.2 5.4 5.4 5.5 5.6 5.7 5.7 5.8 5.9 6.0 6.1
Federal Transit Administration Capital Funding 16 2.1 10.0 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 4.1
FTA Vergmall Starts Program for BRT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
FTA 5311 for Vanpools 17 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
MOA Transit Capital 18 0.4 1.4 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.8
CMAQ 19 3.3 1.9 19 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
State Match to federal funds (CMAQ) 20 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Local Match to federal funds (CMAQ) 21 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
State Transit Match Assistan&B77 22 0.2 0.2 0.2 0.2 0.5 0.5 0.5 0.5 0.5 0.8 0.8 0.8 0.8
AK Legislative Capital Prograifransit 23 0.0 0.0 0.0 0.0 1.7 0.0 0.0 0.0 0.0 1.9 0.0 0.0 0.0
Alaska Mental Health Trust 24 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Public Transprtation Revenue Source Total 6.8 14.1 6.4 6.5 8.5 6.8 6.8 6.8 6.8 9.0 7.1 7.1 8.3
Estimated Total Sources of Funding 118.6 | 107.0 85.7 131.9 98.3 128.7 | 128.5 | 130.4 | 132.2 | 179.0 | 136.3 | 138.2 141.4

Note 1) Years 2022016 reflects Capital Improvement Pragr (CIP) Numbers for projects in the MTP and modified by the MOA. Year 2017 is tF202612IP MTP Road average. CPI applied beginning8n 20

Note 2) 2011 actual NHS/Né#HS number. 2012 is a 6 year average of the MTP NHSMN@&projects. CPI applibdginning in 2013

Note 3) Consists of $5million discretionary funding programs that are awarded on a competitive basis. Includes varipuegrdres from EPA, HUD, Health and Human Services, & others that may be proposed and funded in
authorizationfrom 20142023. Inflation applied beginning in 2024

Note 4) Reflects 2012013 & Draft 2012015 STIP numbers and $23 million annually beginning in 2016. CPI applied beginning in 2024

Note 5) Reflects 2012013 & Draft 20122015 STIP NeNHS Allocatiofrom ADOT&PF's Community Transportation Program (CTP) + Trails and Recreational Access for Alaska (TRAAK) progranoandit@atigesand Air
Quality (CMAQ) program. Reduced by 10% for Enhancements,10% for CMAQ and 10% for Pavement Replacem@nbaset on current AMATS policy. CPI applied beginning in 2024

Note 6) 2011 & 2012 reflects current AMATS TIP. 2013 reflects a 30% reduction from current TIP amount. 2014 is an 208521 8f Inflation by CPI applied beginning in 2024

Note 7) $ate required match of 9.03% of total Federal amounts on NHS;\Né8, HSIP, and Federal Other

Note 8) New Program Alaska Transportation Fund (ATF) created for Statewide improvements in 2015 (initial funding $350M éhraratlyevage 5% return onvestment and 28% of that investment returns to the Anchorage
area based on Historical AMATS allocation formula funding recommended by the TAC)

Note 9) Based on history of GO bonds in 2002 and 2008. Assume state GO Bond every 6 years of total hestgie4P@v4, 2020, 2026, 2032). Increased annually by CPI

Note 10) Amount based on calculation of 9.03% of Federal funds to ARRC
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Table 6-3 Total Revenues Forecast - Long Term (2024-2035)

Revenue in Millions $

Total
2011-2035

Revenue Sources 2029 2030 2031

MOA Road Capital (road bondsMd P projects) 1 4.9 5.0 5.1 5.2 5.4 515 5.6 . . . . 3

AK Legislative Capital Progrgnot including State Bond8)HS 2 22.6 23.2 23.7 24.3 24.9 25.6 26.2 26.9 27.5 28.2 28.9 29.6 545.9
Q;';fﬂ;'atwe Capital Program (notincluding State Bends)| | 453 | 493 | 423 | 434 | 445 | 456 | 467 | 479 | 491 | 503 | 516 | 529 | 969.2
Federal Other 3 51 5.3 5.4 5.5 5.7 5.8 5.9 6.1 6.2 6.4 6.6 6.7 120.7
FHWA NB (Anchorage & Chugiak/Eagle River) 4 23.6 24.2 24.8 25.4 26.0 26.7 27.3 28.0 28.7 29.4 30.2 30.9 576.3
FHWA NofNHS (Anchorage & Chugiak/Eagle River) 5 13.3 135 13.9 14.2 14.6 14.9 15.2 15.7 16.0 16.5 16.9 17.2 355.3
HSIP 6 7.6 7.8 8.0 8.2 8.4 8.6 8.8 9.0 9.2 9.5 9.7 10.0 209.7
State Match to FHWA NHS & NNRIS Total 7 4.9 5.0 5.2 5.3 5.4 5.6 5.7 5.8 6.0 6.1 6.3 6.4 125.4
Alaska Transportation Fund (ATF) 8 7.2 7.6 8.0 8.4 8.8 9.2 9.7 10.2 10.7 11.2 11.8 12.4 162.1
GO Bond 9 0.0 0.0 49.5 0.0 0.0 0.0 0.0 0.0 57.4 0.0 0.0 0.0 186.4
ARRC Match to federal funds 10 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 2.5
Railroad track, facilities and infrastructure 11 1.0 11 1.1 1.1 11 1.2 1.2 1.2 1.2 1.3 1.3 1.3 27.1
Road Revenue Source Total 130.6 | 134.1 | 187.1 | 141.1 | 1449 | 148.8 | 1524 | 156.7 | 218.0 | 165.1 | 169.6 | 173.9 3403.2
TE Funds (10% of AMATS Allocation) 19 2.0 21 21 2.2 22 23 24 24 25 25 2.6 2.7 55.1
State Match to federal funds (TE) 12 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 2.6
LocalMatch to federal funds (TE) 13 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 2.6
MOA Capital (bonds to bike/ped MTP projects) 14 0.4 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 10.8
AK Legislative Capital Prograidon-Motorized 15 35 3.6 3.7 3.8 3.9 4.0 4.1 4.2 4.3 4.4 4.5 4.6 87.8
Non-Motorized TransportationRevenue Source Total 6.1 6.3 6.4 6.6 6.8 7.0 7.2 7.3 7.5 7.6 7.8 8.0 158.9
Federal Transit Administration Capital Funding 16 4.2 4.3 4.4 4.5 4.6 4.7 4.8 5.0 5.0 5.2 5.4 5.4 104.7
FTA Veryr8all Starts Program for BRT 0.0 0.0 15.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 15.9
FTA 5311 for Vanpools 17 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 25
MOA Transit Capital 18 0.9 0.9 4.1 0.9 0.9 1.0 1.0 1.0 1.0 1.1 1.1 1.1 23.6
CMAQ 19 2.0 21 21 2.2 22 2.3 24 24 25 25 2.6 2.7 55.1
State Match to federal funds (CMAQ) 20 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 2.6
Local Match to federal funds (CMAQ) 21 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 2.6
State Transit Match Assistee SB77 22 0.8 1.0 1.0 1.0 1.0 1.0 1.3 1.3 1.3 1.3 1.3 1.3 20.1
AK Legislative Capital Prograifransit 23 0.0 2.1 0.0 0.0 0.0 0.0 2.4 0.0 0.0 0.0 0.0 2.7 10.8
Alaska Mental Health Trust 24 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 8.3
Public Tansportation Revenue Source Total 8.5 11.0 28.1 9.2 9.4 9.7 12.6 10.4 10.5 10.8 11.1 13.9 246.2
Estimated Total Sources of Funding 1452 | 151.4 | 221.6 | 156.9 | 161.1 | 165.5 | 172.2 | 174.4 | 236.0 | 183.5 | 188.5 | 195.8 3808.2

Note 11) Railway/railroad infrastructureggects funded by combination of ARRC, FTA Sec 5307 & 5309, and FRA Feder&@FRLagplied beginning in 2018

Note 12) Assumes State Match of 50% of TE funds

Note 13) Assumes Local Match of 50% of TE funds

Note 14) Historical spending of MOA bon@811-2016 = proposed CIP of MTP projects, 2017 =-2016 average of actual/proposed bonds to MTP projects and then increased annually by CPI*
Note 15) 2005 2011 = State Legislative Capital Grants to the MOA formeotorized projects; averaged arngcreased annually by CPI starting 2014

Note 16) FTA Formula funding to increase with reauthorization in 2013. Includes Section 5309 funding for C Street anidi®imondl Facility and other grants. Inflation by CPI beginning in 2025
Note 17) FTA 531for vanpools are provided by the MatanusRasitna Borough. Inflated by CPI per year starting in 2024

Note 18) Local match for FTA funds. 20% of FTA capital funding

Note 19) 10% of AMATS allocation per current policy

Note 20) Assumes State Match5ff% of CMAQ funds

Notes 21) Assumes Local Match of 50% of CMAQ funds

Note 22) SB 77 increases from $1m per year every 5 years. MOA to receive 25% of total state amount

Note 23) State Legislative Grants assist in fleet replacement

Note 24) Inflation byCPI beginning in 2012.



In the short term, federal revenue is
projected to drop approximately 30 percent
in 2013 from historical levels and then
remain flat. For the long term and beyond,
during the next transportation bill cycle (2
or 6 years), a moderate revenue increase is
more likely nationwide, but this increase
may not translate to an increase in Alaska.
With the assumptions discussed, all federal
revenue sources are projected to remain
constant during the short-term portion of
the MTP. The inflator will then be applied
beginning in 2024 through the balance of
the MTP (until 2035).

Transportation Modes—Roads, Public
Transportation, and Non-Motorized
Projects

Three main funding sources have been
identified to implement the MTP
recommendations. The sources and

assumptions are described below:
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Municipal Funds—For the MTP financial
plan, it is assumed that the MOA will
continue to issue voter-approved bonds
in support of transportation
improvements and to provide matching
funds to federally funded projects.
Forecasted funding levels are based on
the amount of bond funding that has
historically gone to MTP projects from
2005-2010, coupled with those funds
included in the 2011—2016 Capital
Improvement Program (CIP). The 2011-
2016 amounts were averaged and
increased by the Anchorage CPI at 2.5

percent per year, beginning in 2017.

State Funds—For the MTP financial
plan, it is assumed that the State of
Alaska will continue to fund Anchorage
area transportation improvements as
appropriated by the Alaska Legislature.
The amount of state general funds
appropriated by the Legislature for MTP
projects in 2005-2011 was averaged
and increased by the CPI.

Statewide general obligation bonds are
assumed to continue in the future,
approximately every 6 years. Anchorage
received $37.5 million and $36.1 million in
state general obligation bonds in 2002 and
2008, respectively. These amounts were

averaged, and then increased by the CPI.

A further assumption is the existence of a
state-funded transportation program in the
future, as introduced in the Legislature
during the 2010-2011 session. The first year
anticipated for this new funding source is
2016. The estimated revenue assumes an
initial state investment of $350 million, with
the AMATS study area receiving 28 percent
of the 5 percent estimated annual interest
earned on the fund. This amount is

increased by the 2.5 percent CPl each year.

The Alaska Mental Health Trust supports
AnchorRIDES vehicle purchases, and this
funding support is expected to continue. In
addition, the state transit-match assistance,
as initiated in 2011 by the passage of SB 77,

is assumed to continue.

Anchorage Metropolitan Area Transportation Solutions
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A Federal Funds—For the MTP financial
plan, it is assumed that there will
continue to be funds provided by both
the Federal Transit Administration and
FHWA. Based on guidance from the
DOT&PF, the historical funding levels
allocated to AMATS for the Community
Transportation Program (CTP) and Trails
and Recreational Access for Alaska
(TRAAK) program are anticipated to be
reduced by approximately 30 percent
beginning in 2013. Federal funds for the
NHS are based on historical averages
and coordination with the DOT&PF, and
are estimated at $23 million per year
beginning in 2016. The Anchorage CPl is
applied to federal funds annually

beginning in 2024.

The non-NHS federal funds allocated to
AMATS are programmed into the following
four categories by percentage, as identified
in No. 3 of the AMATS policies and

procedures:

0 Transportation Enhancements (TE)

Non-motorized: 10-15 percent

0 Congestion Mitigation Air Quality
(CMAQ): 10 percent

0 Pavement Replacement: 15-20
percent (included in the O&M

analysis)

0 Roadway Improvements: 55-65

percent

The total amounts of federal, state, and local
funds, by category, in the MTP are shown in
Figure 6-1. Figure 6-2 shows the annual
level of federal, state, and local funds
expected for the MTP through the year
2035.

The assumptions described above differ
from those used in the 2027 LRTPs for

Chugiak-Eagle River and the Anchorage

sow
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