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INFORMATIONAL ITEM

Pursuant to Chapter 223:8 of the Budget Act, Laws of 2011, Highway Fund Reporting, enclosed for informational
purposes is the June 30, 2012, September 30, 2012 and December 31, 2012 reports of the Comparative Statement
of Operating & Capital Undesignated Surplus. For fiscal year 2012, the undesignated surplus balance is updated
for audited actual revenue and expenditure activity and reported in the statewide CAFR. These schedules reflect
Audited actual budgeted FY 2012 and UnAudited FY 2013 projected fund balances. Fiscal year 2013 revenue
estimates provided by the Department of Safety are through April 8, 2013.

In summary, the quarter ending undesignated surplus balances (Operating & Capital - Post GAAP).are as follows:

(millions)

Balance Ending CofC FY 2012 Actual FY 2013 Projected
September 30, 2011 $7.5 $25.9 $26.0
December 31, 2011 $7.5 $30.5 $33.8
March 31, 2012 $7.5 $24.7 $26.1
June 30, 2012 Audited $7.5 $34.8 $39.4
September 30, 2012 $7.6 $34.8 $37.1
December 31, 2012 $7.6 $34.8 $38.5
March 31, 2013 $7.6 $£34.8 $£36.9

For the period ending June 30, 2012, the AUDITED combined post GAAP operating, construction/capital, and
trust fund balances within the Highway fund surplus balance is $34.8 million. The June 30, 2013 combined
surplus balance is PROJECTED at March 31, $36.9 million.
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million for the same period. The increase in fund balance is primarily attributable to the following:

Revenue Increase $ 5.1
Net Budget Decrease (Net Appropriations less lapses) $20.4

The Department as a result of the legislative budget process in the 2011 Session, reduced Department total
highway appropriations by $27.5 million over the biennium ending FY 2013.

Non-recurring revenue enhancements to the Highway Fund for the current biennium include $26 million each
fiscal year from the Turnpike fund as a result of the legislatively approved transfer of a 1.6 mile segment of I-95
in Portsmouth. One-time revenue enhancements to the Highway Fund, primarily the aforementioned transfer
from the Turnpike fund, which will total $102 million for the period fiscal year 2010 through fiscal year 2013,
have temporarily stabilized the Highway Fund. A temporary registration surcharge in fiscal years 2010 and 2011
provided an additional one-time revenue enhancement of $73 million (net of $17 million Betterment
enhancement). The Highway Fund, without these revenue sources in the next biennium, is projected to return to

operating deficits in fiscal year 2015.

The attached Comparative Statement of Operating & Capital Undesignated Surplus is presented in a format

required by GARVEE Bond Debt covenants which require additional detailed financial reporting of Federal
Funds. The Statewide CAFR reporting for the Highway Fund for the year ended June 30, 2012 also reflects this
detail by adding a column to distinguish Federal Funds including GARVEE bond proceeds from other Highway
Capital Funds. The result is a useful distinction of capital between State funded and Federal funded capital. The
Surplus Statement has been modified to report in the same manner as the Statewide CAFR.

Due to budget constraints, the Department has also utilized Tumpike Toll Credits to support the Highway Fund
by increasing federal participation on qualified federal reimbursed projects. The effect of this is to reduce capital
construction as there is no longer a state participating hard match from the Highway Fund. In fiscal year 2012,
this amounted to $28.9 million or approximately $60 million over the biennium. This credit is dependent upon
future federal funding, continued federal program acceptance and annual increases in Tumpike capital
expenditures in order to receive federal credit.

The projected financial information provided on the attached schedules reflect activity of the Highway Fund on a
cash basis with estimated GAAP adjustments. Further adjustments for payroll, accounts receivables/payables,
appropriation and lapse adjustments are anticipated and will affect the final outcome of the activity reported on

these schedules.

The Department will continue to monitor revenue and expenditures of the fund. The Department is available for
any questions you mayhave.

Sincerely,

.\

Christopher D. Clement, Sr.
Commissioner

ATTACHMENTS
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