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HB 573 - REVISIONS TO MOTOR VEHICLE LAWS
FOR OFF HIGHWAY VEHICLES (OHV’s)

HB 573 accomplishes three things.

1) It includes definitions of new classes of motor vehicles, primarily OHV’s - addressing the new
“Utility” Vehicle.

2) It provides that owners of OHV’s who only use them on private property may title the vehicle
but will not have to register (i.e. license) them.

3) It provides a temporary license for non-resident OHV owners when they come to Montana to
recreate and SPEND MONEY!

SECTION BY SECTION OVERVIEW
SECTION 1 —Pg. 1

Clarifies the definition for “off-highway vehicle” by adding “designed for off-road or all-terrain” use and
adds the term “utility vehicle”.

SECTION 2 — Pg. 1-2
Cleanup language only.
SECTION 3 —Pg. 2-17

a) Adds definition of “mini truck” and sets forth that they are considered a “motor vehicle”. Pg. 9
b) Clarifies definition for “motorcycles” for highway use and those for off-road use. Pg. 9-10

c) Clarifies definition for “motor vehicle” — cleanup. Pg. 11

d) Clarifies definition for OHV’s and adds “utility vehicle” - cleanup. Pg. 11-12

e) Clarifies definition for “quadricycle”. Pg. 12

f) Adds definition for “utility vehicle”. Pg. 16-17

SECTIONS 4-12 - Pg. 17-30

”n o«

a) Includes “motorcycles”, “quadricycles”, “OHV’s” and “utility vehicles” in the lien and title
sections of the code.
b) Moves info on “certificate of origin” from Section 8, Pg. 25 to Section 9, Pg. 27

SECTION 13 - Pg. 30-32

a) Providing for titling of vehicles used only on private property offered for resale. Pg. 31
b) Includes “motorcycles”, “quadricycles”, “OHV’s” and “utility vehicles” in this section of the code.




SECTIONS 14-15 - Pg. 32-34

”n u

Includes “motorcycles”, “quadricycles”, “OHV’s” and “utility vehicles” in these sections of the code.
SECTION 16 -Pg. 34-36

a) Allows temporary registration permits for vehicles owned by MT residents who have titled the
off-road vehicle or snowmobile in another jurisdiction. Pg. 34

b) Allows temporary permits for non-residents to operate on the highways if the vehicle is
equipped as street legal but is not registered in the owner’s home state or is only registered for
off-road use in their state. ,

c) Cleanup language to add motorcycle, quadricycle, off-highway vehicle, and utility vehicle.

SECTIONs 17-19 - Pg. 36-40

a) Includes “motorcycles, quadricycles, off-highway vehicles, & utility vehicles” in the registration
& license plate requirement. Pg. 36

b) Exemption: If these vehicles, including snowmobiles, are to be operated only on private
property they are exempt from registration/fees/license plates. Pg. 40

SECTION 20 - Pg. 40-44
Inserts these classifications of vehicles into the appropriate fee structure.

SECTIONS 21-23 — Pg. 44-51

a) Includes “motorcycles, quadricycles, and utility vehicles” in the appropriate license plate (size)
and fee sections.
b) States that military special license plates may be used on off-road vehicles. Pg. 49

SECTIONS 24-28 — Pg. 51-58

These sections regarding bonding, etc. for businesses and dealers selling vehicles include “utility”
vehicles in those requirements. (Utility vehicles being “motor vehicles’)

SECTIONS 29-41 - Pg. 58-65

a) These final sections regard operation and maintenance of vehicles including headlights,
brakes, noise limitations, safety belt requirements, etc. and now include “utility” vehicles in
those requirements.

b) Provides for an effective date.
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Expenditures
‘The next chart explains how the HB 2 authority is spent.

o $363.2 million (87.5% federal funds) of the operating expenses were highway construction contractor
payments

o $23.0 million of grant funds were distributed to local governments and school districts

Department of Transportation - HB2 Only - FY 2012

Personal Services;
Debt Service; $135,652,449;
$151,412; 0% 21%\

Transfers-out;
$1,565,952; 0%

Benefits & Claims;
$1,250; 0%
Grants;

$26,917,959;4%_/

Capital Out!ay;_/

$8,469,283;2%

Equipment &
Intangible Assets;
. $5,211,588; 1%
This chart matches the agency base expenditures found in the 2015 Budget Analysis with the exception of a slight
difference caused by a clearing account adjustment in personal services and rounding errors.

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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Funding

The following charts show the agency’s HB 2 funding authority by fund type and all sources of its total funding
authority.

MDT’s primary funding is
derived from fuel taxes and Department of Transportation - HB2 Only Funding - FY 2012
user fees collected by the
state and reimbursements State Special;

from the federal government. $226,704,007 ;—— gl
State funds are used for op- 35.3% »
erations, federal matching
requirements, and preserva-
tion of the existing state and
federal  highway  system.
Federal funds are primarily
available for construction,
reconstruction, and preserva- Federal Special;
tion of federal-aid highways o ‘ $416,081,029 :
and selected maintenance 64.7%
activities. ‘

State funding comes primari-
ly from gasoline and diesel
fuel taxes, motor vehicle taxes, registration fees, and gross vehicle weight fees. Federal funds are primarily from the

federal highway trust. ‘

Total funding was increased

Department of Transportation - Total Funding - FY 2012 in FY 2012 by a small busi-
ness development grant from

State Special; the federal government to

8277,639,793 ] assist the state in increasing

35.4% the amount of capital made
available by private lenders
to small businesses. State
special funding is increased
by statutory appropriations
and federal special through
budget amendments and un-
anticipated federal stimulus
funding. The total funding
Federal Special; figure includes the proprie-
$457,134,673 ; tary funds that support the

58.3% three MDT proprietary pro-
s grams.

Expendable Trust;

$358,061; 0.0%_\

Proprietary;——m
$33,569,095;

4.3% /
Debt Service;

$15,977,131;
2.0%

LED7 ®
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'How the 2013 Legislature Can Effect Change

[f the legislature is to change the cost of the elements that drive costs, it must address the factors that in fluence the lev-
el of the cost drivers. For example, what determines the level of highway maintenance expenditures? As a conse-
quence, what range of policy choices does the legislature have if it wishes to change the level of highway maintenance
expenditures? The following lists the primary factors influencing the drivers of costs for the agency. Please note that
the list is not exhaustive.

* Smoothness of highway surface

e Acceptable level of snow/ice cover

e Distance between and service condition of rest areas
e Traffic congestion/flow

» Transportation system safety expectations

¢ Highway user services

Major Cost Drivers

Driver 2000 2010 Significance of Data
‘ Total lane-miles - Montana 141.871 152,573 | Shows amount of roads supported by

state tax base

Total lane-miles — U.S. 8.295.171 8.581.158 | Shows national road system to compare
with state system

Population per lane-mile - Montana 6.3 6.5 | Shows how few people are available to
fund highway costs in Montana

Population per lane mile — U.S. aver- 339 36.0 | Shows there are five times as many
age people available to fund highway costs
on average in the U.S.

The table above provides some cost drivers that can indirectly impact the operating costs of MDT. Other factors in-
clude the amount of federal funding available for highway work and the amount of fuel taxes collected in any given
year.

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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Funding/Expenditure History

The table below shows historical changes in the agency’s base budget authority. Major reasons for change are:

e 2009 through 2011 total expenditures relatively were consistent

e 36% increase in federal funding in FY 2012 from prior years’ average, primarily attributable to distributions
from the Federal Highway Trust Fund for highway construction

700,000,000
600,000,000
500,000,000
400,000,000
300,000,000
200,000,000
100,000,000

Department of Transportation - Authority Used to Establish the

Budget Base

2009

2010

2011

2012

@ General Fund

@ State Special

195,277,317

199,536,079

212,483,915

226,704,007

# Federal Special

297,956,058

297,325,272

304,030,127

416,081,029

Proprietary

# Expendable Trust -

Total

$493,233,375

$496,861,351

$516,514,042

$642,785,035

Major Legislative Changes in the Last Ten Years

2011

e $60.0 million in one-time-only funding for the state funded construction program

2007

o Transferred the functions of the Motor Carrier Safety Assistance Program to Department of Justice

e A portion of Highway 93 project funded with Grant Anticipation Revenue Vehicles (GARVEE) bond pro-

ceeds funded in the Long-Range Building Program

2005

e $78.7 million of GARVEE bond proceeds were used in the Highway 93 project

For further information, you may wish to contact the agency at:

Montana Department of Transportation

2701 Prospect Avenue

PO Box 201001

Helena, MT 59620-1001
Phone: (406) 444-6200 Toll Free: (800) 335-7592

%

Montana Legislative Fiscal Division

webpage: www.mdt.mt.gov

www.leg.mt.gov/css/fiscal
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Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 2,111.26 2,111.26 2,129.26 2,129.26 2,111.26 2,129.26 18.00 0.85%
Personal Services 135,664,992 149,304,587 144.860.391 145,017,104 284,969,579 289,877,495 4907916 1.72%
Operating Expenses 464.815.199 515,749,160 467,957,627 467,396,442 980,564,359 935,354,069 (45.210,290) (4.61%)
Equipment & Intangible Assets 5,211,589 3,983,540 5415397 5,276,589 9,195,129 10,691,986 1,496,857 /s
Capital Outlay 8,469,283 30,763,403 19,754,763 19,655.763 39,232,688 39410526 177.838 G
Grants 26,917,961 23,539,731 30,810,271 30,628.271 50,457.692 61,438,542 10,980,850 21.76%
Benefits & Claims 1.250 1.500 1.250 1.250 2,750 2.500 (250) (9.09%)
Transfers 1,565.952 1,834.501 2,260,952 1,985,952 3,400,453 4,246,904 846.451 24.89%
Debt Service 151,412 151414 151.412 151.412 302.826 302.824 2) 0.00%

Total Costs $642,797,640  $725,327.836  $671,212,063 $670,112,783 $1,368,125.476 $1,341,324.846 ($26,800,630) (1.96%)
State Special 226,716,607 267,661,094 242,820,702 494377701 485,406,082 (8,971,619 (1.81%)
Federal Special 416,081.033 457,666,742 428,391 361 873,747.775 855.918.764 (17,829,011 (2.04%)

Total Funds $642,797,640  $725,327.836  $671,212,063 $670,112,783 $1,368,125,476 $1,341,324,846 ($26,800,630) (1.96%)

Mission Statement

Agency Mission: To serve the public by providing a transportation system and services that emphasize quality, safety,
cost effectiveness, economic vitality, and sensitivity to the environment. For additional information. please refer to the
agency profile.

‘ Agency Highlights

Department of Transportation
Major Budget Highlights

¢ The MDT budget proposal is reduced by 2.0% in total funds
¢ The proposal includes requests for 18.00 FTE, which include:
® 5.00 FTE in the Maintenance Program
¢ 11.00 FTE in the Motor Carrier Program (7 FTE funded with Federal
Special Revenue)
¢ 2.00 FTE in the Rail, Transit, and Planning Program
¢ The executive budget proposal includes two proposals for increased planning
activities related to MAP 21, the new federal surface transportation funding
legislation
e  General Operations proposal for $184.496
e Rail, Transit, & Planning proposal for $1,027,512 and 2.00 new FTE

Legislative Action Issues

¢ This budget is based on the 2012 Transportation Plan and a new plan will be
released during legislative budget deliberations

¢ Federal funding estimates could change during legislative budget
deliberations

LFD Budget Analysis C-71 2015 Biennium
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Agency Discussion
o The budget for the Montana Department of Transportation (MDT) includes funding to obligate and match r’
federal-aid highway funding anticipated
o The total fund budget would be reduced by $26.8 million, or 2.0%, from the 2013 biennium primarily because of
the reductions in operating expenses, in large part resulting from reduced contractor payments as MDT winds
down the work resulting from the federal government’s 2009 American Relief and Recovery Act (ARRA) and
the enhanced state funded construction program provided by the 2011 Legislature
o The reduction includes $6.9 million in state special revenue and $17.8 million in federal special revenue
o Staffing levels would be increased by 18 FTE at a cost of $2.0 million
o A non-budgeted proprietary funded program that acquires, maintains, and disposes of equipment used by the
other programs of this agency reduces the cost to user programs by $1.1 million of total funds.

Two administrative boards appointed by the Governor are responsible for the guidance and prioritization of road and
airport projects in Montana, therein establishing budget priorities. The five-member transportation commission
establishes department priorities and apportions funding among five state financial districts according to statutory
guidelines, considers department recommendations, and facilitates community input. The nine-member Board of
Aeronautics establishes priorities for department aeronautics activities.

The department has submitted a budget request for the 2015 biennium based on the 2012 tentative
construction plan (TCP). The agency is in the process of updating this plan. Historically, the
department revises several of the key budget adjustments from those presented in the request
analyzed by legislative staff to reflect a revised and updated construction plan. Consequently, the
department request will likely change prior to appropriations subcommittee hearings. In addition, changes in the TCP
will create changes in the working capital balance projection of the highway special revenue fund (HSRA). Therefore

LFD

COMMENT

changes to the executive proposal are anticipated. ‘

The Montana Department of Transportation (MDT) budget differs from other state budgets and as a
result, the main tables of this report (the Agency/Program Budget Comparison Tables) are less useful
in providing an understanding of the budgetary changes. While the MDT budget does include
normal agency budget attributes such as the support of over 2,100 FTE and fixed costs for rent and
utilities, the primary costs are dedicated to the construction and maintenance of the state’s capital assets in state
transportation infrastructure. As in the case of most of the state’s infrastructure programs, the MDT budget is primarily
developed based on the anticipated program revenues, both state (from fuel taxes and gross vehicle weight fees) and
federal (as provided in the federal surface and air transportation funding legislation). Consequently, growth in the MDT

o

budget (or lack thereof) is primarily related to the amount of funds that are expected to be available.

LFD

COMMENT

Agency Personal Services

Personal service costs are 21.6% of the total budget for MDT. The total personal services budget is increased 1.7% from
the 2013 biennium. The primary reasons for the increased costs are requests for 18.00 new FTE at a cost of $2.0 million
for the biennium.

Other personal service attributes include:
o Difficulties with retention and recruitment for the entry level maintenance technician, civil engineering
technician, and the mechanic/machinists positions
o High retirement turnovers of construction engineers
o Average hourly base for broadband employees of 89.2% of the market midpoint from the 2012 market survey

According to the Public Employee Retirement System, 840 FTE, or 40.0% of the workforce, were eligible for eit’

early or regular retirement late in FY 2012. Under a more limited criteria (55 or older with 25 service years/60 or ol
regardless and vested/30 or more service years regardless of age), the agency has identified a total of 165 FTE eligible

LLFD Budget Analysis C-72 2015 Biennium
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SUMMARY

LFD Budget Analysis

stimated Working Capital Balance
Highways Special Revenue Accounts (02422 and 02349)

Fiscal Years 2013 - 2015

FY2013 FY 2014

FY 2015

Combined Account ($ in Millions)

'LED estimates
“Total federal fun wdirect cost rate of 11.08%
zlk;ua! to base year revenue

Expenditure Assumptions

.Prupnscd HB2

(!’mpoﬁcd HB 10

-‘I'Hlp()s-ﬁd HB S

Beginning Balance $68.4 $283 $22.9
Revenues 2977 2977 300.9
Expenditures (337.8) (303.0) (292.3)

Revenues less Expenditures (40.1) (5.3) 8.6
Adjustments 0.0 0.0 0.0
Anticipated Reversions 0.0 0.0 0.0

Ending Balance $28.3 $229 $31.6

Restricted Account - 02422 ($ Millions)
Beginning Working Capital Balance $68.3 $25.5 $20.3
Revenues'
Gasoline Tax 1312 131.7 1322
Diesel Tax 733 75.3 773
Gross Vehicle Weight Fees (GYW) 25.1 2515 26.0
Federal Indirect Cost Rccuwryl 50.7 475 474
Other Revenues' 8.1 81 8.1

Total Revenues 288.4 288.1 291.0

[;XpCﬂdlllu‘CS;

Montana Department of Transportation (MDT)

MDT Statutory Appropriations (16.8) (17.4) (17.4)

MDT- HB 2 (274.9) (229.2) (229.4)

Non-Budgeted a.n 0.0 0.0

Total MDT (292.8) (246.5)  (246.7)

Other Highway Special Revenue Appropriations
Department of Justice (DOJ) (32.3) (36.0) (36.0)
MDT Long-Range Information Technology ijects(’ 0.0 (2.0) 0.0
Fish, Wildlife, & Parks Long-Range Building I’ro;culs7 (2.0} (1.5 0.0
MDT Long-Range Building Projects’ 4.1 (7.3) 0.0
- ~ . L4 / Qo

Total Expenditures (3310 (293.3) (282.8)

Revenues Less Expenditures 42.7) (5:2) 82
Adjustments 0.0 0.0 0.0
Anticipated Reversions 0.0 0.0 0.0
Ending Working Capital Balance $25.5 $20.3 $28.6

Nonrestricted Account - 02349 ($ in Millions)

Beginning Working Capital Balance $0.1 $2.7 $2.6
Revenues

Gvw' 89 92 95

Other’ 04 04 04
Total Revenues 93 9.6 99
Expenditures

MDT(HB2) (6.3) (9.0)

DOJ (HB 2) (0.3) (0.3)

Statutory Transfer to Noxious Weed SS Revenue 0.0 0.1)
Total Expenditures (6.7) (9.5)
Revenues Less Expenditures 2.6 0.4
Adjustments 0.0 0.0
Anticipated Reversions 00 0.0
Ending Working Capital Balance $2.7 $3.0
Revenue Assumptions

C-77

2015 Biennium
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Constitutional Restricted Account (HSRA-R) ’
I

HSRA-R currently funds the operations of five programs of the DOT that administer, enforce, and support t
construction, maintenance, and safe operations of Montana highways. HSRA-R also funds Long-range Building
Program projects for DOT facilities and those of the Department of Fish, Wildlife and Parks (FWP) for park roadway
activities, and for programs of the Department of Justice (DOJ) that support highway or motor vehicle activities.
Programs of DOJ that are partially funded with HSRA-R are: 1) Legal Services Division; 2) Motor Vehicle Division; 3)
Montana Highway Patrol; 4) Central Services Division; and 5) Information Technology Services Division. HSRA-R
also funds statutory appropriations.

As shown in the figure above, HSRA-R entered FY 2013 with a positive balance of nearly $68.3 million. If all valid
appropriations are expended, HSRA-R will begin the 2015 biennium with a $25.5 million balance. The balance is
expected to grow to $28.6 million by the end of the 2015 biennium. The analysis does not consider the 2015 biennium
pay plan increases that would increase personal services funding from HSRA-R. Estimates for the proposed pay plan
increase will be available prior to subcommittee hearings.

Non-restricted Account (HSRA-NR)

HSRA-NR currently funds the operations of four programs of the DOT. HSRA-NR also funds one program in the
Department of Justice. As shown in the figure above, HSRA-NR entered FY 2013 with a balance of $0.1 million. If all
valid appropriations are expended, HSRA-NR will begin the 2015 biennium with a $2.7 million balance. The balance is
estimated to be $3.0 million by the end of the 2015 biennium. The complete capital balance fund analysis of the HSRA-
NR may be viewed in the appendix.

Budget Summary by Category
The following summarizes the total budget by base. present law adjustments, and new proposals.

Budget Summary by Category ‘

e General Fund----m-esemmmmmm e e e Total Funds----s-mmmmmmmmm e
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00%  642.797,640 642.797 640 1,285,595.280 95.85%
Statewide PL Adjustments 0 0 0 0.00% 2,938,864 2,901,525 5.840.389 0.44%
Other PL Adjustments 0 0 0 0.00% 24,086,963 23,573,784 47.660.747 3.55%)
New Proposals 0 0 0 0.00% 1.388,596 839,834 2,228,430 0.17%
Total Budget $0 S0 S0 $671,212,063 $670,112,783  $1,341,324,846

Language and Statutory Authority
The Governor proposes the following language for inclusion in HB 2.

"The department may adjust appropriations in the general operations, construction, maintenance, and transportation
planning programs between state special revenue and federal special revenue funds if the total state special
revenue authority for these programs is not increased by more than 10% of the total appropriations established
by the legislature for each program."”

"All appropriations in the department are biennial."

"All remaining federal pass-through grant appropriations for highway traffic safety, including reversions for the 2013
biennium, are authorized to continue and are appropriated in FY 2014 and FY 2015."

LLFD Budget Analysis C-78 2015 Biennium




Definition of Terms

Agency Description

The Montana Department of Transportation (MDT) is responsible for administering the multimodal transportation net-
work in Montana. The department plans, designs, builds, and maintains the statewide network of highways with the
guidance from the five member transportation commission, appointed by the Governor. The department also provides
for the other aspects of a statewide multimodal transportation system through:

*  Aeronautics safety protection and promotion
* General aviation airport planning, promotion, and maintenance facilitation
* Rail infrastructure coordination, monitoring, and planning
* Highway traffic safety promotion, planning, and administration
* Vehicle weight and dimension permitting and law enforcement
o Transit assistance
The primary statutory references include - Article VIII, Section 6, Montana Constitution, 2-1 5-2505, 15-70, Titles

60, 61, and 67, MCA.

Non-HB2 Funds

Proprietary - $33,569,124
FTE - 131.00
Statutory Appropriations 5401 Department of Transportation
FTE-0 Tim Reardon x6302
Total FTE ~2,111.26
Total General Fund - $0
Total All Funds - $642,797,640

General Fund - $0
All Funds - $37.640,347

01 Administration Division
Larry Flynn x9418

Human Resocurces Division
Brent Rabe x6041
information Services Division
Mike Bousliman x6159
FTE - 186.37
General Fund - $0
All Funds - $23,935,960

02 Highways & Engineering Division
Dwane Kailey x6414
FTE-923.72
General Fund —~ $0
All Funds - 5455 582,690

03 Maintenance Division
Jon Swartz x6158
FTE - 76567
General Fund ~ $0
All Funds - $125,372,845

22 Motor Carrier Services Division
Duane Williams x7312
FTE ~ 123.00
General Fund - $0
All Funds - $10,258,463

40 Aeronautics Division
Debbie Alke x2506
FTE - 9.00
General Fund ~ $0
All Funds - $1,710,865

50 Rall, Transit, & Planning Division
Lynn Zanto x3445
FTE - 103.50

All Funds - $25,936,817

Montana Legislative Fiscal Division

www.leg.mt.gov/css/fiscal
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How Services are Provided

The director acts as liaison between the Transportation Commission (commission) and the department. The commissio

n

is comprised of five members appointed by the Governor and confirmed by the Senate for four-year terms. The commis-

sion determines construction priorities, selects construction projects. awards construction contracts, and allocates fund-

ing to state, local, and national highway system projects. The commission also classifies highways as federal aid, prima-

ry, and off-system in the state maintenance system.

Sources of Spending Authority

Department of Transportation - All Authority - FY 2012

Other ; HB2 ;
$22,883,751; $642,785,035;
2.9% 81.9%

Proprietary;

$33,569,095;
4.3%
Statutory ;
$37,640,347,;
St Budget
Amendment ; Off Base;
$19,563,341; $28,137,185;
2.5% 3.6%

The above chart shows the sources of authority for the Montana Department of Transportation. As illustrated, the pri-

mary source of authority for MDT is HB 2. Off base authority is related to one-time-only authority provided by the leg-

islature in the 2011 legislative session. The budget amendments shown in the figure is authority provided that allows

use of federal funds not anticipated by the 2011 Legislature. The statutory appropriations are primarily distributions of
fuel taxes to local and tribal governments and the proprietary authority is the spending authority for the three MDT pro-
prietary programs: 1) the state motor pool; 2) the MDT equipment program; and 3) the West Yellowstone Airport. Oth-

er authority is primarily for debt service on the U.S. Highway 93 project totaling $16.0 million, which is reimbursed by
the federal highway trust fund, and authority of $5.4 million related to the 2009 American Recovery and Reinvestment

Act projects.

For a detailed description of accounting terminology, please refer to the definition of terms.

LFD-

!
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for retirement, but have made no extraordinary provisions for retirement payouts. In past years, retirement payouts have
averaged $1.5 million/year and have not been a financing issue.

Agency Wide Decision Packages

The following proposals have common decision packages in several programs across the agency.

Overtime and Differential Pay

The decision packages in this group that fund overtime and differential pay are zero based expenditures. This means that
any such expenditures are removed from the base year and all anticipated expenditures in the next biennium must be
requested in decision packages.

Agency-Wide Request - Overtime and Differential Pay
FY 2014 Adjustment FY 2014 Adjustment Total Funds Budget
Decision State Federal Total State Federal Total
Program Package Base Special Special Funds Special Special Funds FY2014 FY 2015
General Operations PL 0101 $693 311 $36,129 $36.129 $36.129 $36.129 $729.440 $729.440
Construction PL 0205 6495045 1,753429 1,543,730 3297159 1753429 1,543,730 $3,297.159 9,792,204 9,792,204
Maintenance PL 0306 4199879 2248653 2,248 653 2248653 $2,248.653 6,448,532 6448532
Motor Carrier Services PL. 2205 603,536 143,306 41774 185,080 143,306 41,774 $185.080 788616 788,616
Aeronautics None 34208 0 0.00 0.00 0.00 0 0
Rail, Transit. & Planning  PL 5003 409,386 30.295 30,295 30.295 $30.295 439.081 439681
Total $12435365 $4.211,812 $1,585.504 $5.797.316 $4211.812 $1.585504 $5.797316 $18,198.473 $18.198.473

Equipment Rental

The decision packages in this group reduce funding for user programs making payments to the Equipment Program, a
non-budgeted proprietary funded program that acquires, maintains, and disposes of equipment items rented to various
programs of the agency. For more information on the factors that impact the rates to the Equipment Program, refer to the
“Proprietary Rates™ section of that program. These changes are due primarily to plans for reduced equipment purchases
and lower anticipated fuel costs.

Agency-Wide Request - Equipment Rental
FY 2014 Adjustment

Total Funds Budget

Decision State Federal Total State Total
Program Package Base Special Special Funds Special Special Funds FY2014 FY 2015
General Operations PL0O102 $19.870 (3460) ($460) ($297) ($297) $19.410 $19,573
Construction PL 0204 3,984 564 (48,986) (40.,764) (89.750) (31,636) (26,326) (57,962) 3.894 814 3,926,602
Maintenance PL 0305 23,854 487 (551,125) (551,125) (355.924) (355.924) 23,303,362 23498563
Motor Carrier Services PL 2204 434942 (6,441 (3.625) (10,066) (4.160) (2,341) (6.501) 424 876 428 441
Rail, Transit, & Planning  PL 5004 217.768 5.040) (5.040) B255) (3255 212728 214513
lotal $28511.631 ($612,052) (S44.389) ($656.441) ($395.272) ($28.667) ($423,939) $27.855.190 $28.087.692
LFD A discussion of the equipment rental rates is contained in the proprietary discussion for the

Equipment Program. The agency will again request that the rates be structured based on a 60 day
working capital balance. The legislature may want to act on this request for the Equipment Program
before taking action on the various division budgets, as the adjustments correspond to the rates
requested and any change in the Equipment Program rates would impact adjustments.

COMMENT

5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. A
summary of the entire 2015 biennium 5% plan submitted for this agency is in the appendix. The state special funds
expended by MDT are exempt from the requirements of the 5% plan, but the agency did provide a plan, which proposes

“eductions of $627,217 from the State Funded Construction Program.
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IT Systems ’
State agencies have identified information technology (IT) systems that are critical to the state as a whole or to t
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:

o New

o Emerging
o Mature

o Declining
o Obsolete

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

o Current plans to address obsolescence

o Costs to replace the system

o Costs of maintaining the current system

o Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding

The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Department Of Transportation Funding by Source of Authority
2015 Biennium Budget
Non-
Budgeted Statutory Total All % Total
Funds HB 2 Proprictary  Appropriation Sources All Funds
General Fund $0 $0 $0 $0 0.0%
State Special Total 485,400,082 - 42965452 528,371,534 35.6%
Federal Special Total 855.918.764 - 31,001,851 886.920.615 59.8%
Proprietary Total - 68,176,949 - 68,176,949 4.6%
Current Unrestricted - - - - 0.0%
Other Total - - - - 0.0%
Total All Funds $1.341,324.846 $68,176,949 $73,967.303 $1.483.469,098
Percent - Total All Sources 90.4% 4.6% 5.0%

The department is funded from a combination of state special revenue and federal special revenue. State special revenue
can be grouped into two general categories: 1) those that are protected by the state constitution; and 2) those that are not.
In the base and for the 2015 biennium all highway construction expenditures from state funds are accounted for in §
highways state special revenue restricted account, which is used as the match for federal funding of the department. .
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Restricted revenues are from:
. o Gross vehicle weight fees and excise and license taxes on gasoline, fuel, and other energy sources that are used
to propel vehicles on public highways
They can only be used for:

o Paying obligations incurred for construction, reconstruction, repair, operation, and maintenance of public
highways, streets, roads, and bridges; and for enforcement of highway safety, driver education, tourist
promotion, and administrative collection costs

A diversion of funds to other purposes can only be done through a 3/5" vote of the members of each chamber of the
legislature.

Non-restricted revenues are derived from:

o Special use permits and motor fuel penalties and interest payments
They can be used for:

o Any purpose for which the legislature sees fit

Federal Aid Hishway Funding

Federal aid for highway construction is primarily realized from the distribution of revenue derived from federal excise
taxes on motor fuels and other transportation products, such as heavy truck tires. Montana has historically received
significantly more federal-aid highway construction funds than are collected in federal motor fuels excise taxes from
Montana sources. Montana receives more than $2.20 of federal funding for highways for every $1.00 collected in the
state and sent to the federal highway trust fund.

The department receives federal-aid highway funding from the Federal Highway Administration (FHWA). In past years,
federal funds were authorized in six-year funding bills, but the newest federal surface transportation legislation, the
Moving Ahead for Progress in the 21st Century Act (MAP 21), provides funding for only two years, FFY 2013 and FFY
2014 (the federal fiscal year begins on October 1, while Montana’s fiscal year begins on July 1). Consequently, MDT

%il] plan to obligate federal funds only through the beginning of FY 2015. MDT assumes the level of federal funds
available for appropriation in the 2015 biennium to be the same as in recent years.

MAP 21 includes $105 billion dollars of federal funding for FFY 2013 and 2014. Basically, MAP
21 continues formulary distributions at the same level as available in the past and guarantees state
funding at 95% of the rate of return (amount of fuel and motor vehicle taxes paid by states — as
stated Montana receives more than 200% of taxes paid). The act consolidates certain programs and
eliminates several discretionary highway and transit programs.  Map 21 establishes performance-based planning
requirements that align federal funding with key goals and tracks progress toward achievements that include:

o Safety
Infrastructure condition
Congestion reduction
System reliability
Freight movement and economic vitality
Environmental sustainability
Reduced project delivery delays

LFD
COMMENT

-0 OB © _0

U.S. Department of Transportation is responsible for establishing performance measures related to the goals in
consultation with the states and stakeholders through rulemaking within 18 months. States are required to establish
performance targets in coordination with stakeholders for the measures ( including rural transit-related measures) within
one year after the final rule establishing the performance measures. The department has requested 2.00 FTE in the Rail,
Transit, and Planning Division in response to this requirement.
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LFD

MAP 21 outlines the conditions of the federal sliding scale match. The act provides that i’
COMMENT CONT.

state match will remain the same in FFY 2013 and 2014, and the department based the budg€
on a match ratio of 86.6:13.4 (federal to state dollars) for the 2015 biennium for those projects
that qualify for federal funding. With the performance measures required in MAP 21. the agency has requested funding
for expanded activities in the Rail, Transit, and Planning Division.

MAP 21 is a significant piece of legislation, and the federal funding levels provided through the bill
are estimates developed in consideration of available information. As the 2013 legislative session
proceeds, there is the potential for additional information that could change the amount of federal
funds available for expenditures in the 2015 biennium. A further analysis, including the adequacy of
state matching sources, will be done at that time.

LFD

COMMENT

Sliding Scale Match
Montana currently receives federal highway construction funds based on a sliding scale match formula that includes
factors for the amount of federal land in the state and the amount of financial contribution the state makes to maintain the
federal-aid highway system with state dollars. The current match ratio is 86.6% federal to 13.4% state for reimbursable
federal-aid projects.

In order to utilize all of the federal funds allotted to the state, state funds must be available to provide: 1) planning
functions required in the federal funding law; 2) maintenance of the federal-aid highway system to FHWA standards; 3)
adequate management and oversight of federal-aid construction projects; 4) a minimum construction program supported
by 100% state funds; 5) matching funds for federal-aid construction funds, estimated at $10 million per year; and ¢
adequate working capital to pay operating expenses with 100% state funds until federal reimbursement is provide
These factors all contribute to the need to maintain a certain working capital level to support cash flow obligations of the
department.

Highways State Special Revenue Account Working Capital Analysis

The following figure provides working capital balance for the restricted (HSRA-R) and nonrestricted (HSRA-NR)
accounts.
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