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ABSTRACT

This report reviews the organizational structure of transportation functions in
Rhode Island and in other states and determines areas for enhanced
coordination and efficiency
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RHODE ISLAND SURFACE TRANSPORTATION AT A GLANCE

System Information

Rhode Island’s road system includes 13,510 lane-miles.

State-owned
Locally owned

Owned by other jurisdictions

Bridge Statistics *
State-owned bridges:
Bridges owned by others:
Total bridges:

Structurally Deficient:
Functionally Obsolete:

Posted Bridges:

2,924 lane-miles (21.6%)
10,468 lane-miles (77.4%)
118 (0.9%)

611
151
762
158 (20.7%)
217 (28.5%)
78 (10.2%)

Closed Bridges: 13 (1.7%)
Public Transportation
RIPTA Ridership in Fiscal Year 2012 20,062,015
Transportation Budgets (Fiscal Year 2013) All Funds
Rhode Island Department of Transportation: $511,621,101
Rhode Island Public Transit Authority: $107,574,269
Rhode Island Turnpike and Bridge Authority: $18,810,000
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EXECUTIVE SUMMARY

Rhode Island’s transportation programs are administered by more than a dozen governmental
departments, quasi-governmental agencies and public-private partnerships, each with its own
area of responsibility. Their respective operations are funded from a variety of sources, with
state roadway and bridge programs primarily financed through the Federal Highway Trust Fund
and state motor fuel taxes. As these two transportation funding sources have been stagnant or
declining in recent years, the Rhode Island Department of Transportation has implemented
efficiencies to contain costs, but the state still faces an annual estimated deficit of $285 million
between existing revenues and the funds needed to keep our infrastructure in a state of good
repair.

States have developed different organizational models to encourage operational efficiency and
consistency in transportation policy. Rhode Island is one of nineteen states with a centralized
approach in which a chief transportation executive oversees planning, finance and operations.
In twenty-three states, transportation policy and finance are directed by a policy-making board,
with the chief transportation executive charged with implementation and operational
oversight. Rhode Island is also noteworthy for being one of seven states in which certain core
transportation functions are managed by entities outside the state’s department of
transportation.

Changes or improvements to the state’s transportation organizational structure may lead to
enhanced efficiencies, but changes should not be pursued without carefully weighing the
benefits of reorganization against the operational, personnel and fiscal challenges that may
result. The experiences of other states have demonstrated that enhanced interagency
cooperation can be a helpful precursor to organizational change. For that reason, Rhode
Island’s Office of Management and Budget (OMB) will coordinate an interagency effort to
explore efficiencies and improvements in three priority areas: economic development, project
management and maintenance operations, and shared services. As the next phase in this
effort, OMB expects to work with transportation agencies to meet the following timeline to
develop recommendations in the three priority areas:

January — June 2013 Collect departments and agency data
Engage with public and stakeholder groups
Review data and develop ideas

July 2013 Present interim report with data and findings,
recommendations and implementation plans
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INTRODUCTION

This report was developed in response to the FY 2013 Budget Act directing the Office of
Management and Budget (OMB) “to study the programs of the department of transportation
and other quasi-transportation related agencies.”* Rhode Island’s transportation system has
been the topic of numerous studies in the last two decades, including the Rhode Island Senate’s
Sustainable Transportation Funding Report in 2011, the Governor’s Blue Ribbon Panel report in
2008 and several operational reviews of the Rhode Island Public Transit Authority (RIPTA). This
report is not intended to revisit topics addressed in previous reports, as many of the former
findings are still valid. Instead, this report aims to summarize the administration of
transportation functions within the state, review transportation organization in other states
and recommend areas for continued study and improvement.

An important component of the state’s transportation system is RIPTA, which has faced budget
deficits and operational challenges in recent years. When OMB developed the original scope of
work for this report, an assessment of the operations and finances of the RIPTA by the Bureau
of Audits was included. Based on the Bureau’s initial findings and a separate investigation into
potential security breaches at RIPTA, Governor Chafee dispatched a resource team to review all
aspects of RIPTA’s operations and finances in August 2012. Because that review is ongoing, this
report will address only RIPTA within the larger context of transportation organization in the
state.

Rhode Island Office of Management and Budget 8



TRANSPORTATION FUNCTIONS IN RHODE ISLAND
Rhode Island’s transportation programs are administered by a number of governmental
departments, quasi-governmental agencies and public-private partnerships, each with its own

area of responsibility. The state departments and quasi-public agencies are shown in the
organization chart in Figure A.

Figure A: Transportation Organization in Rhode Island

GOVERNOR Quasi-Public Agencies
Turnpike &
Authority
State Departments | _ _ _ _ _|PublicTransit
Authority
Economic
= == == == == == | Development
i I ' 1 Corporation
Division of
ASION 9 Dept. of Dept. of Dept. of
Pchlil% Utilities Revenue Administration| [Transportation Quonset
and Carriers =1 Development
Corporation
Division of :
Motor — sggtr?m':; | | Airport
Vehicles Corporation
=1 Purchasing
-1 State Fleet

Source: Rl Office of Management and Budget
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Rhode Island Department of Transportation (RIDOT)

The Rhode Island Department of Transportation was established in 1970 to replace the
Department of Public Works, and its authorizing statute delegates the following transportation
responsibilities and functions:?

e Planning — Develop feasibility plans and other studies related to transportation projects;
collaborate with the Division of Planning (Department of Administration) on the
transportation elements of the long-range state guide plan;

e Public Works — Oversee design, engineering and construction of roads, bridges and
other transportation projects; and

e Maintenance — Maintain all roads, bridges and other transportation facilities under the
jurisdiction of RIDOT; install and maintain traffic signs and signals.

Under its authorizing statute, RIDOT has operating responsibility for “state-owned airports,
heliports, and other facilities for air transportation,” though in practice those functions have
been assumed by the Rhode Island Airport Corporation (RIAC), a subsidiary of the Economic
Development Corporation (see separate RIAC entry on page 15).> The statute also gives RIDOT
property management responsibility for state piers used for port or waterways transportation
purposes. (Note: the Port of Davisville is managed by the Quonset Development Corporation,
also a subsidiary of EDC. In 1974, the state established the Rl Port Authority and Economic
Development Corporation, a precursor to the EDC, to assume control of the Federal assets at
Quonset.”?)

RIDOT is led by the Director of Transportation, who is appointed by the Governor with the
advice and consent of the Rhode Island Senate. RIDOT’s FY 2012 budget authorized 772.6 full-
time equivalent (FTE) employees, though approximately 725.6 FTE positions were actually filled
in that fiscal year.” RIDOT’s organizational chart is represented in Figure B below.

Rhode Island Office of Management and Budget 10



Figure B: RIDOT Organizational Chart
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Rhode Island Public Transit Authority (RIPTA)
The Rhode Island Public Transit Authority was created as a quasi-public agency in 1964. Its

authorizing statute gives RIPTA responsibility for the following functions:®

Public Transit — Provide public transit options (mass motor bus, water, or rail passenger
transportation) to the residents of the state, with emphasis on improving access to
employment, fostering intermodal connections, enhancing community design,
conserving energy and reducing traffic congestion;

Paratransit — Offer flexible service transit options, particularly to meet the needs of the
elderly and the disabled; and

Vehicle Maintenance — Coordinate and perform vehicle maintenance for a state

paratransit system. In addition to this statutory requirement, RIPTA maintains RIDOT’s
larger equipment.
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Despite its statutory authorization, RIPTA does not currently manage water or rail-based
passenger transportation. RIPTA’s ferry service between Providence and Newport was
discontinued in 2008; commuter passenger rail is provided by the Massachusetts Bay Transit
Authority (MBTA, see separate entry on page 22) under an agreement with RIDOT.

RIPTA provided three types of transit service to approximately 20.1 million passengers in FY
2012 (see Table 1). Fixed-route service consists primarily of regular bus service on established
routes and accounted for 95.1% of passenger rides. Flex service, representing 1.4% of
passenger rides, provides van transportation within a limited geographic area. The Rlde
program, which provides transportation to eligible senior citizens and individuals with
disabilities, represented 3.5% of passenger trips.

In the last three years, overall RIPTA ridership has grown 11.4%, from 18.0 million in FY 2010 to
20.1 million in FY 2012. Much of that increase is attributable to an increase of 2.0 million in
fixed route ridership, though the RIDE program for elderly and disabled passengers experienced
a 14.5% increase in ridership, from 616,875 in FY 2010 to 706,347 in FY 2012.

Table 1: RIPTA Ridership — FY 2010 - 2012

FY 2010 FY 2011 FY 2012 % of Total
Rides (2012)
Fixed Route 17,062,751 | 17,311,378 | 19,076,507 95.1%
Flex 332,049 291,524 279,161 1.4%
Elderly & Disabled 616,875 641,534 706,347 3.5%
Total Ridership 18,011,675 | 18,244,436 | 20,062,015 100.0%

Source: Rl Public Transit Authority

RIPTA is governed by a board of eight members, seven of whom are appointed by the Governor
with advice and consent of the Senate; the Director of Transportation or his/her designee
serves as an ex officio member. The organization is managed by an Executive Director selected
by the Board of Directors. RIPTA has an authorized level of 825.0 FTE positions of which 808.0
FTE positions are filled. Figure C illustrates RIPTA’s organizational chart. (Note that the
organization chart represents RIPTA in August 2012 prior to the arrival of the Governor’s
resource team.)
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Figure C: RIPTA Organizational Chart
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Rhode Island Turnpike and Bridge Authority (RITBA)
The Rhode Island Turnpike and Bridge Authority (RITBA) was created by the General Assembly

as a quasi-public agency in 1954 to construct and operate the Newport Bridge (now officially
the Claiborne Pell Bridge). Its authorizing statute also gives RITBA responsibility for operating
and maintaining the Mount Hope Bridge, which had been tolled until 1998. The FY 2013 Budget
Act authorized RITBA to assume management of the Jamestown and Sakonnet Bridges from the
state and authorized RITBA to install a toll on the Sakonnet Bridge.’

RITBA is governed by a board of five members, four of whom are appointed by the Governor;
the Director of Transportation or his/her designee serves as an ex officio member. The
organization is managed by an Executive Director selected by the Board of Directors. RITBA has
30 full-time employees and 35 seasonal staff. The organization is divided into five operational
areas: finance, engineering, toll operations, maintenance and customer service (including E-Z
Pass), and its organization chart is shown in Figure D below:
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Figure D: RITBA Organizational Chart
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RITBA’s operating revenues come primarily from tolls paid by motorists crossing the Pell Bridge.

RITBA issues bonds for large construction and maintenance projects, paying debt service as an

operational expense from toll revenues. RITBA hires consultants and contractors for large

renovation and maintenance projects, using an in-house engineer and contract staff for project

oversight. RITBA’s seasonal maintenance staff perform minor road repairs and landscaping

around the bridges.
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Rhode Island Airport Corporation

The Rhode Island Airport Corporation (RIAC) is responsible for the design, construction,
operation, and maintenance of the state’s six airports, including the T.F. Green State Airport,
the state’s commercial airport in Warwick and five general aviation airports. RIAC was
established in 1992 as a subsidiary quasi-public corporation of what is now the Economic
Development Corporation (EDC). RIAC was created, in part, because the airlines operating at
T.F. Green wanted an independent authority dedicated solely to managing the airport in order
to provide greater flexibility, expertise, financial accountability and transparency. In exchange,
the airlines terminated existing leases and entered into longer term leases at higher rents,
enabling RIAC to finance a significant portion of the new terminal and other airport
improvements.

RIAC’s planning is guided by the state’s Airport System Plan, last updated in September 2011,
and its operations are governed largely by Federal laws and regulations promulgated by the
Federal Aviation Administration (FAA). RIAC is led by a seven-member Board of Directors, with
the Governor appointing all members, subject to advice and consent of the Senate. By statute,
directors must have “extensive experience in the fields of finance, business, construction
and/or organized labor.”® RIAC has 152.0 FTE positions, of which 149.0 are filled; its
organizational chart is depicted in Figure E below:

Figure E: RIAC Organizational Chart
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RIAC receives no general revenues or gas tax receipts from the state. It generates operating
revenue from airline leases and landing fees, parking and rental car fees, concessions and other
sources. RIAC also collects Passenger Facility Charges (PFCs), a charge on airline travel, which is
used for projects to expand airport capacity, improve safety, provide noise abatement or
enhance competition among airline competitors.

Quonset Development Corporation

The Quonset Development Corporation (QDC) was established in 2005 as the real estate
development and property management entity for the 3,207 acre Quonset Business Park in
North Kingstown. It is also responsible for certain transportation functions, including oversight
of the Port of Davisville and maintenance of roads and infrastructure within the business park.
Freight rail service within the park, run by Seaview Transportation Company, connects business
operations to major rail carriers. The business park is the site of the Quonset Airport, managed
by RIAC, and seasonal high-speed ferry service to Martha’s Vineyard, managed by Vineyard Fast
Ferry. Finally, QDC manages an independent water supply system, a stormwater collection
system and a wastewater treatment facility.

Like RIAC, QDC is a subsidiary quasi-public corporation of the EDC. QDC receives no general
revenues from the state. Its operating revenues come from property lease payments from
businesses.

QDC is led by an eleven-member Board of Directors, with the EDC Director serving as chair. The
Governor appoints six members; the North Kingstown Town Council appoints two members;
the Town Councils of East Greenwich and Jamestown each appoint one member. QDC has 44.0
FTE positions, and its organizational chart is depicted in Figure F.
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Figure F: QDC Organizational Chart
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Rhode Island Public Rail Corporation

The state created the independent Public Rail Corporation to facilitate the operation of
passenger and freight rail in Rhode Island. The Corporation began as the East Bay Rail
Corporation to assume liability for the East Side Rail Tunnel, Seekonk River Drawbridge and the
connecting tracks when passenger service on that line ended. When Rhode Island sought to
extend commuter rail south of Providence on existing Amtrak rail lines, the Corporation was
authorized to indemnify Amtrak for any damage that might occur from commuter rail
operations. According to RIDOT, this indemnification is provided through a $200 million
insurance policy with Amtrak, RIAC, Rl Public Rail Corporation, RIDOT and the State as named
insureds. The insurance policy covers the MBTA as a named insured for its role as the operator
of the South County Commuter Rail Service, while also covering bridges above Amtrak property
when RIDOT conducts maintenance or rehabilitation work that could adversely affect the rail
lines.

The Public Rail Corporation is led by a board of directors consisting of the Director of
Transportation, the Director of Administration and the chairperson of RIPTA’s board of
directors, or their designees. It has no dedicated employees and is supported by RIDOT staff.

The Public Rail Corporation is not authorized to operate rail service in the state. As noted
above, RIPTA has statutory authority to operate commuter rail service, though that service is
currently provided by MBTA through an agreement with RIDOT.

Rhode Island Office of Management and Budget 17



State Traffic Commission

Rhode Island created the State Traffic Commission in 1950 to establish “a uniform system of
traffic control signals, devices, signs, and marking [. . . ] for use upon the public highways.”*
The Traffic Commission uses the Manual on Uniform Traffic Control Devices (MUTCD), an
official publication of the Federal Highway Administration, as its manual of regulations and

specifications governing traffic control on state roadways.

The Commission has five members, four of whom hold other positions in government: the
Superintendent of State Police (or designee), the Director of Revenue (or designee from the
Division of Motor Vehicles), the Director of Transportation (or designee), and the Governor's
representative to the National Highway Traffic Safety Administration. The fifth member is
appointed by the Governor with advice and consent of the Senate; the authorizing statute
states that the Governor should give consideration to the recommendation of the Rhode Island
Police Chiefs Association for that appointment.

The State Traffic Commission is responsible for the approval of all traffic control devices on
state roads. These devices include: traffic signals, regulatory signs (stop signs, speed limits,
etc.), warning signs, directional and guide signs, pavement markings and designated school
zones. The Commission also approves parades and road races on state roads. The Commission
reviews requests by municipalities, individuals or others to approve traffic control devices.
Because the Commission has no employees, RIDOT conducts relevant studies regarding the
requests and makes recommendations. The Commission uses RIDOT guidance and the
guidelines in the Manual to determine whether to approve proposed traffic modifications.

The previously described organizational entities illustrate transportation programs that are
housed in departments or quasi-public agencies whose primary function is transportation-
related. Additionally, the state administers a number of transportation programs from agencies
that have primary functions other than transportation. These programs are described below.

Division of Motor Vehicles, Department of Revenue

The Division of Motor Vehicles is responsible for issuing state driver’s licenses and motor
vehicle registrations. It is also responsible for processing accident reports, which state law
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requires to be filed for accidents resulting in injuries and/or property damage greater than
$1,000. In addition to the Cranston headquarters, it offers services in five branches in
Middletown, Wakefield, Warren, Westerly and Woonsocket.

The DMV had previously been a division within RIDOT and later in the Department of
Administration before being transferred to the Department of Revenue in 2006. In other
states, motor vehicle registries are either standalone agencies or included in another
department, ranging from Transportation to Public Safety to Revenue. (See Appendix A for
state-by-state breakdown of transportation functions.)

State Planning Council / Statewide Planning Program, Department of Administration

According to its authorizing statute, Rhode Island’s Statewide Planning Program was
established to “prepare, adopt, and amend strategic plans for the physical, economic, and

" The Program consists of the appointed State Planning

social development of the state.
Council and the staff of the Statewide Planning Program — one of the three offices within the

Department of Administration's Division of Planning.

The Council’s 16-person membership consists of the following members:

(1) The director of the Department of Administration as chairperson;

(2) The director, policy office, in the Office of the Governor, as vice-chairperson;

(3) The Governor, or his or her designee;

(4) The budget officer;

(5) The chairperson of the Housing Resources Commission;

(6) The highest-ranking administrative officer of the Division of Planning, as secretary;

(7) The president of the League of Cities and Towns or his or her designee and one official of
local government, who shall be appointed by the governor from a list of not less than
three (3) submitted by the Rhode Island League Cities and Towns;

(8) The executive director of the League of Cities and Towns;

(9) One representative of a nonprofit community development or housing organization;

(10) Four (4) public members, appointed by the governor;

(11) Two (2) representatives of a private, nonprofit environmental advocacy organization,
both to be appointed by the governor;

(12) The director of planning and development for the city of Providence;

(13) The director of the Department of Transportation;

(14) The director of the Department of Environmental Management;

(15) The director of the Department of Health; and

(16) The executive director of the Economic Development Corporation.
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The State Planning Council, acting asthe Federally designated Metropolitan Planning
Organization for the State, develops and approves Rhode Island's long-range transportation
plan and the four-year Transportation Improvement Program (TIP), both of which are
mandated by the Federal government as a condition of receipt of Federal highway and transit
funds. The Statewide Planning Program also develops plans in other transportation-related
areas, including state freight and passenger rail, the state airport system, travel demand
forecast modeling, congestion management, state employee travel and commuting, and transit.

The Statewide Planning Program's authority extends beyond transportation planning; it is also
responsible for developing and updating the State Guide Plan, which sets strategic policy
direction in the areas of land use, environment and conservation, economic development,
housing, energy, and other areas. The Statewide Planning Program serves as the review agent
for local comprehensive plans (as required by RIGL 45-22.2); provides technical assistance to
state agencies, municipalities and the general public; and maintains a comprehensive database
of geographic information for statewide planning purposes (as required by RIGL 42-11-10).

State Fleet Operations, Department of Administration

The Office of Facilities Management within Department of Administration’s Division of
Operations Management maintains a registry of all state vehicles, operates 15 fueling stations
statewide, provides for state vehicle maintenance, and makes purchasing and disposal
decisions. Vehicles are apportioned to departments and agencies according to need, and
Facilities Management reviews vehicle mileage to determine if actual usage matches expected
levels. Any vehicle assigned to a specific individual for official use undergoes a higher level of
scrutiny, requiring approval of the Department of Administration on an annual basis.

Though Office manages the state fleet, it does not have a role in mileage reimbursement for
employee travel. State employees are authorized to receive mileage reimbursement for certain
travel on official business. Mileage payments are based on a fixed per-mile rate, updated
annually by the Department of Administration’s Office of Accounts and Control according to the
business mileage reimbursement rate authorized by Internal Revenue Code (26 U.S.C. § 162).
As of July 1, 2012, the reimbursement rate is 55.5 cents per mile driven.*?
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Division of Purchases, Department of Administration

The State of Rhode Island has a centralized purchasing program to review and authorize all
expenditures greater than $5,000 (or $10,000 for construction).”> RIDOT’s purchases for
design, construction, maintenance and other contracts must be approved through the Division
of Purchases, which has one FTE position dedicated to RIDOT purchase review and approval.

Quasi-public agencies such as RIPTA, RITBA, RIAC and QDC are authorized to have their own
internal purchasing functions and do not need to use the Division of Purchases for
procurement, though the agencies are required under state law to comply with state
purchasing guidelines.™*

Division of Public Utilities and Carriers

The Division of Public Utilities and Carriers (DPUC) has regulatory jurisdiction over carriers that
transport property or passengers for hire between points within the state of Rhode Island.
These carriers include taxicabs, limousines, jitneys and similar passenger services, couriers,
towing and freight companies, household good movers and liquid petroleum carriers, among
others. DPUC’s Motor Carrier Section employs several field investigators to research consumer
complaints and provide inspections of common carriers to ensure compliance with
requirements. DPUC conducts public hearings on new applicants to ensure their ability to
provide public transportation services. In addition to regulating these carriers, the DPUC also
determines the appropriate emergency fuel surcharges that taxicabs, tow trucks and ferry
services may charge if gasoline or diesel fuel exceed established thresholds.
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Transportation Functions Outside State Government

While state government has substantial authority over transportation planning and operations
in Rhode Island, some transportation functions on which Rhode Islanders rely are administered
by organizations outside the state government. The examples below demonstrate that
coordinated transportation policy and oversight must involve other government organizations
and the private sector.

ProvPort — ProvPort is a public-private partnership that administers the Port of Providence, a
105-acre marine terminal facility along the Providence River.” Like the Port of Davisville, it has
access to freight rail. ProvPort is administered by a board of directors that includes
representatives of ProvPort tenants and private sector businesses, as well as appointees by the
Providence Mayor and City Council.

Massachusetts Bay Transportation Authority — Commuter rail in Rhode Island is administered
by the Massachusetts Bay Transportation Authority (MBTA) under an agreement with RIDOT.
MBTA'’s Providence/Stoughton line provides service between Boston’s South Station and three
stations in Rhode Island — Providence, T.F. Green Airport in Warwick and Wickford Junction in
North Kingstown. Commuter fare revenues are collected and retained by MBTA; no funds are
transferred to Rhode Island entities.

Municipal Governments — Of the 13,510 lane-miles that comprise the state’s road system, only
2,924 are owned and maintained by RIDOT, with 10,468 lane-miles (77.5% of total)
administered by municipal governments. (The remaining 118 lane-miles are managed by
entities such as the Department of Defense, other Federal agencies or other jurisdictions.)®
The state does not have clear data about the amount spent by municipal governments for
transportation construction and maintenance projects, though the Rhode Island Senate
Commission on Municipal Shared Services reported in May 2010 that municipalities employed
1,135.9 FTE positions and budgeted $124.87 million for public works functions in FY 2010."
(Note that public works expenditures may also include funding for parks and recreation, waste
management and recycling and other non-transportation functions.)
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TRANSPORTATION FINANCING

In 2008, the Blue Ribbon Panel’s report Rhode Island’s Transportation Future estimated the
state would need to spend $640 million annually to maintain our state’s transportation
infrastructure in a state of good repair -- $285 million short of the funds received from Federal,
state and other sources.

The funding shortfall is partly attributable to Rhode Island’s comparatively low public
investment in transportation. In its 2012 edition of “How Rhode Island Expenditures Compare,”
the Rhode Island Public Expenditure Council (RIPEC) found that Rhode Island’s highway
expenditures in FY 2010 ranked 45" in the nation on a per capita basis and 48" when evaluated
per $1,000 of personal income.’®

In recent years, funding for state-administered transportation programs has come from three
main sources: state gasoline tax revenues, the Federal Highway Trust Fund, and funds
borrowed through issuance of voter-approved General Obligation bonds. Governor Chafee
initiated and led efforts to end the state’s reliance on public borrowing for transportation
projects, which has diversified transportation funding sources and reduced future debt service
(see “Capital Projects — State Funding” on page 26). Controlling debt service costs and creating
new sources of revenue are beneficial to RIDOT and RIPTA’s operations, as revenues from
gasoline tax and the Federal government have been steady or declining in recent years.
Because RITBA, RIAC and QDC receive no state funds from general revenue or the gasoline tax,
the following discussion of financing focuses primarily on RIDOT and RIPTA activities.

Maintenance and Operations — State Motor Fuel Tax

Prior to FY 1994, transportation financing was provided through general revenue, restricted
receipts, general obligation bonds, and Federal funds. In FY 1994, the State established the
Intermodal Surface Transportation Fund (ISTF) to segregate the financing for transportation-
related expenditures, including RIDOT. Funds deposited into the ISTF include a portion of the
State’s Motor Fuel tax (referred to as the “gas tax”). In FY 2011, for the first time, all the State’s
gas tax collections were allocated for transportation purposes and deposited into the ISTF.

The gas tax is currently $0.32 per gallon. In FY 2013, it is expected to yield $4.2 million per
penny, or $134.8 million total, in revenue. The gas tax is distributed to transportation programs
as follows (see Figure G):
J $0.1975 per gallon is allocated to certain RIDOT personnel and operating expenses,
primarily in the Maintenance Division, and debt service costs for General Obligation
bond borrowing to match Federal funds
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J $0.02 per gallon is allocated by statute for repayment of the Motor Fuel bonds that
were used by RIDOT for the State match for the GARVEE bonds (Grant Anticipation
Revenue Vehicles, or GARVEE bonds, were used to finance projects such as the I-195
relocation and construction of Quonset Rt. 403, among others).

J $0.01 per gallon is allocated to pay for elderly transportation services through the
Rhode Island Department of Human Services.

J $0.0925 per gallon is used to finance operations at RIPTA. In addition to the $0.32
gas tax, RIPTA also receives half of the one cent per gallon fee collected to support
the Underground Storage Tank (UST) remediation fund.

Figure G: Motor Fuel Tax Distribution

Motor Fuel (Gas) Tax
Per Penny Distribution ($0.325)
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Source: Rl Office of Management and Budget

Figure H represents the gas tax yield per penny from FY 2007 through FY 2012. The vyield has
declined in recent years as residents drive less and cars become more fuel efficient. (Note that
the gas tax rate was increased by two cents in FY 2010, and this increase is reflected in the
chart.)
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Figure H: Gasoline Tax Yield per Penny
(FY 2007 — FY 2012)
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Figure | represents actual revenues from the gas tax between FY 2007 and FY 2012. (Note that
the gas tax rate was increased by two cents in FY 2010, which is reflected in the chart.)

Figure I: Total Motor Fuel Revenue
(FY 2007 - FY 2012)
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Capital Projects — State Funding

The Intermodal Surface Transportation Fund also includes funding for Rhode Island’s capital
projects. These projects are typically funded with 80.0% Federal funding and 20.0% state
matching funds. All Federally funded capital projects are incorporated into the TIP, a four-year
project selection and work plan that establishes priorities for planning, design and project
implementation. The TIP is adopted by the State Planning Council and approved by the
Governor. Federal regulations require states and metropolitan areas to undertake an extensive
public planning process resulting in the development of the TIP as a prerequisite for receipt of
Federal highway and transit funds. No highway or transit project can utilize Federal funds
unless it appears in an approved TIP.

Prior to FY 2013, the State had traditionally matched Federal highway funds with General
Obligation bonds, which were approved by the voters as referenda questions at the November
general election every two years. Debt service on the General Obligation bonds issued was paid
with gas tax revenue. As a result of continued borrowing, less gas tax revenue remained
available each year for operations and maintenance costs. In FY 2012, the State Budget Office
refinanced existing General Obligation bonds, smoothing the steep curve of rising debt service
costs. However, refinancing was only one part of the solution to the structural deficit created
by long-term borrowing for the annual highway program. Without a change in the way the state
match was financed, along with the refinancing, General Obligation debt service would have
risen above $70 million in FY 2016, leaving little funding available for operations and
maintenance projects.

As a solution to the structural deficit and increasing debt service impact, Governor Chafee
proposed shifting existing license and registration fees to transportation purposes over five
years as part of his FY 2012 Budget proposal (Article 22). However, the Article included in the
FY 2012 Budget as Enacted did not shift any existing registration and license fees, but instead
increased registration and license fees and dedicated those new revenues to transportation
purposes. The Article created the Rhode Island Highway Maintenance Trust Fund and
prescribed a three-year, phased increase in registration and license fees, beginning in FY 2014
(July 2013). The funding generated from increased fees are shown in Table 2 below: two-year
registrations and driver’s licenses would each be increased by $30 (S10 per year for 3 years),
while one-year registrations would be increased by $15 (S5 per year for 3 years). |Initial
estimates indicate that these increases will generate approximately $20.0 million annually
when fully implemented.

The FY2013 Budget Act also included an annual allocation from the Rhode Island Capital Plan
(RICAP) fund in the FY 2012 Budget as Enacted, to supplement the revenue generated by the
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new fees. These two funding sources combined would eliminate General Obligation bond
borrowing to match Federal highway funding by FY 2016. The FY2013 Budget Act accelerated
the replacement of General Obligation bond financing by including an additional $20.0 million
in RICAP funds; this eliminated the need for a final $20.0 million transportation bond
referendum in November 2012. Table 2 illustrates how new RICAP and DMV revenues will end
the state’s reliance on debt financing for capital projects over time.

Table 2: Funding for Rhode Island Highway Maintenance Trust Fund
(FY 2012 - FY 2017)

Source FY2012 | FY2013 | FY2014 | FY2015 | FY2016 | FY2017 | FY2018
Increase Two-Year Registrations by $30 S0.0 $0.0 $3.9 $7.8 S11.7 S11.7 S11.7
Increase One-Year Registrations by $15 S0.0 $0.0 S1.6 $3.2 $4.8 $4.8 $4.8

Increase License Fees by $30 $0.0 $0.0 $1.5 $3.0 $4.5 $4.5 $4.5
Rhode Island Capital Plan Fund (RICAP) $0.0 $20.0 $20.0 $20.0 $20.0 $20.0 $20.0
Total New Sources $0.0 $20.0 $27.0 $34.0 $41.0 $41.0 $41.0
Annual State Match Needed $40.0 $40.0 $40.0 $40.0 $40.0 $40.0 $40.0

Annual BalanceRequired from Bonds $40.0 $20.0 $13.0 $6.0 $0.0 $0.0 $0.0
S in millions

Source: Rl Department of Transportation

The shift from borrowing to dedicated funding sources will lead to substantial savings in debt
service costs. The Rhode Island Highway Maintenance Trust Fund will completely replace debt
financing, reduce RIDOT’s debt service and alleviate the systemic deficits created by rising debt
payments and declining gas tax yields. By shifting the 20.0% state match from bonds to more
sustainable sources, the state will be able to dedicate more gas tax revenues to RIDOT
operations and maintenance instead of spending it on debt service. OMB and RIDOT estimate
that the aforementioned changes will allow the state to dedicate an additional $559.4 million in
gas tax revenues for RIDOT operations and maintenance through FY 2035." Further, since
General Obligation bonds for the state match will no longer be issued moving forward, RIDOT
expects to pay off current debt service by FY 2035.

Governor Chafee and the General Assembly continue to recognize the importance of
establishing new funding streams to improve the condition of Rhode Island’s transportation
infrastructure. The Governor’s five-year budget request proposed shifting $10.0 million per
year in debt service costs from gas tax to General Revenue sources, beginning in FY 2014. The
General Assembly supported the shift away from gas tax funded debt service payments,
allocating $8.0 million in General Revenue for debt service in FY 2013. Should the state
continue to shift debt service to General Revenue, Rhode Island would be able to improve
maintenance and fund additional projects related to transportation infrastructure.
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Figure J: Reduction in Gas Tax-Funded Debt Service
(FY 2013 - FY 2018)
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Note that the graph reflects a constant gas tax yield of 54,213,320 per penny
(FY13 and FY14 reflect a slight increase due to available carry-forward dollars)

Capital Projects — Federal Funding

Federal highway funding is provided through the Highway Trust Fund and other sources, as
appropriated and allocated by Congress through transportation authorization legislation.
Typically, these authorization provisions extend five to six years, allowing for mid-range capital
planning at the state level. In October 2009, the Safe, Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for Users (SAFETEA-LU), the prior authorization, expired,
resulting in a series of temporary extensions, some as short as three months. In June 2012,
Congress approved a new two-year transportation authorization, called Moving Ahead for
Progress in the 21st Century (MAP-21). MAP-21 shifts the Federal planning and project model
toward performance measurements. The limited time of the authorization is an improvement
over short-term extensions, but a two-year authorization still requires the state to make
assumptions when projecting the availability of future Federal resources.

MAP-21 intends to create a streamlined and performance-based surface transportation
program and builds on and refines many existing highway, transit, bike, and pedestrian
programs and policies. MAP-21 sets forth the following goals:*

) Strengthen America’s highways

) Establish performance-based programs
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J Create jobs and support economic growth

. Support the Department of Transportation’s aggressive safety agenda
] Streamline Federal highway transportation programs
J Accelerate project delivery and promotes innovation

The Highway Trust Fund (HTF) is the source of funding for most MAP-21 programs. The HTF is
comprised of the Highway Account, which funds highway and intermodal programs, and the
Mass Transit Account. Federal motor fuel taxes are the primary source of income for the HTF.
MAP-21 extends highway-user fees (Federal gas tax and other related taxes), generally at the
rates that were in place when the legislation was enacted, through September 30, 2016. It also
extends provisions for full or partial exemption from highway-user taxes and provisions for
deposit of almost all of the highway-user taxes into the HTF through September 30, 2016.

In MAP-21, the metropolitan and statewide transportation planning processes are continued
and enhanced to incorporate performance goals, measures, and targets into the process of
identifying needed transportation improvements and project selection. Requirements for a
long-range plan and a short-term TIP continue, with the development of the Long-Range
Transportation Plan (LRTP) incorporating the performance plans required by the Act for certain
programs. The TIP must also be developed to make progress toward established performance
targets and must include a description of the anticipated achievements. Overall, MAP-21
provides an array of provisions designed to increase innovation and improve efficiency,
effectiveness, and accountability in the planning, design, engineering, construction and
financing of transportation projects.

RIDOT estimates approximately $212.0 million in Federal fiscal year (FFY) 2013 and $214.0
million in FFY 2014 in Federal funds authorized under MAP-21 for Rhode Island. Prior to MAP-
21, Rhode Island received one-half of one percent of all funds allocated to states nationwide as
a result of the Federal funding formula. With the advent of MAP-21, the FFY 2013 allocations to
states are based upon a three-year average of funds received during FFY 2009 through FFY
2011. For FFY 2014, there is a 1.4% escalator for all state funding levels.?!
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RECENT IMPROVEMENTS

As noted in the previous section, Governor Chafee led efforts to identify new sources of
revenue for transportation programs and end borrowing for the state match to Federal highway
funds. The dedication of certain DMV fees and RICAP funds to replace borrowing will reduce
total debt service by $559.4 million through FY 2035. Further, by gradually shifting RIDOT’s
debt service from gas tax funding to general revenues, RIDOT could have an additional $20.0
million available for operations by FY 2018.

Despite these improvements, the state still faces a shortfall in the funding necessary to meet
the state’s transportation needs. Facing level funding in Federal transportation dollars and
declining yields from the state gasoline tax, RIDOT has sought to maximize the use of existing
resources by pursuing efficiency improvements, particularly in the areas of project
management and maintenance operations.

Change Orders

RIDOT has prioritized reducing the number and cost of change orders for construction projects.
Change orders are modifications to the scope of work of an open contract, normally resulting in
additional costs above the original contract amount. They may result from updated
modifications to project scope or insufficient planning or design. In 2003, the state spent $50.4
million on change orders (24.0% of the $209.7 million in total construction bid awards made
that contract year). RIDOT developed more stringent standards for change orders, leading to a
significant decline over the last decade. Since 2008, the cost of change orders has been below
RIDOT’s target of 5.0% of bid amount, and change orders accounted for only 0.01% of contract
bid totals in 2012 (see Figure K).

Construction and Asset Management

RIDOT has pursued new design and construction management techniques to reduce the cost
and timeline of transportation projects. For bridge replacement projects that involve total
closure, RIDOT now requires the use of pre-cast materials and/or accelerated construction
techniques whenever feasible. This approach, combined with financial incentives to
contractors for early completion, has yielded several improvements. In 2010, the Round Top
Bridge in Burrillville was built in 41 days for $1.3 million, ahead of schedule by 23 days and
below budget by $700,000. Earlier this year, the Frenchtown Brook Bridge in East Greenwich
was completed in 33 days for $1.9 million, ahead of schedule by 30 days and b