54010 - Department Of Transportation

02-Construction Program

Program Budget Comparison

The following table summarizes the total proposed budget by year, type of expenditure, and source of funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget ltem Fiscal 2014 Fiscal 2015 Fiscal 2016 Fiscal 2017  Fiscal 14-15 Fiscal 16-17 Change % Change
FTE 911.72 911.72 884.72 884.72 911.72 884.72 (27.00) (2.96)%
Personal Services 64,050,628 70,062,075 72,534,710 72,529,437 134,112,703 145,064,147 10,951,444 8.17 %
Operating Expenses 336,001,362 365,963,322 336,363,823 336,376,033 701,964,684 672,739,856  (29,224,828) (4.16)%
Equipment & Intangible Assets 2,665,262 4,678,597 2,679,262 2,679,262 7,343,859 5,358,524 (1,985,335) (27.03)%
Capital Outlay 12,956,865 19,654,263 12,956,865 12,956,865 32,611,128 25,913,730 (6,697,398) (20.54)%
Grants 7,130,628 13,058,612 7,130,628 7,130,628 20,189,240 14,261,256 (5,927,984) (29.36)%
Benefits & Claims 0 500 0 0 500 0 (500) (100.00)%
Total Costs $422,804,745 $473,417,369 $431,665,288 $431,672,225 $896,222,114 $863,337,513 ($32,884,601) (3.67)%
Eﬁtgg Other Special Rev. 72,689,783 80,530,142 74762290 74,776,182 153,219,925 149,538472  (3,681,453) (2.40)%
Federal Spec. Rev. Funds 350,114,962 392,887,227 356,902,998 356,896,043 743,002,189 713,799,041 (29,203,148) (3.93)%
Total Funds $422,804,745 $473,417,369 $431,665,288 $431,672,225 $896,222,114 $863,337,513 ($32,884,601) (3.67)%

Program Description

The Construction Program is responsible for construction project planning and development from the time a project is
included in the long-range work plan through the actual construction of the project. Program responsibilities include
such tasks as project designs, right-of-way acquisitions, issuing contract bids, awarding contracts, and administering
construction contracts. Contract administration is responsible for the documentation, inspection, and testing of highway
construction projects from the time the contract is awarded to a private contractor until the project is completed and the work
is approved. The program also provides traffic improvement and educational programs to promote public safety, health,

and welfare.
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Construction Program
Major Budget Highlights

+ The requested budget is a 2.0% increase in relation to FY 2014
expenditures
» Personal services increase due to requests for 5.00 FTE:
o 3.00 FTE in the Traffic And Safety Bureau due to MAP
21 funding increases in the Highway Safety Improvement

Program

o 1.00 FTE in the Right of Way Bureau due to increased
workloads

°c 1.00 FTE as an assistant construction traffic control
engineer

» Non-personal service items in this budget provide a net reduction of
$44.4 million per year in relation to the 2015 budget request
o The adjustment provides a reconciliation with the provisions
of the most recent federal surface transportation funding
legislation
> A new Bakken housing allowance would provide $500/mo.,
providing an allowance for 16.66 FTE

Major LFD Issues

» Federal funding uncertainties impact this program

Program Discussion -

The construction program has had and is proposed to have the largest number of FTE in the agency, 43% of the total, and
the largest personal service budget, 45% of the total. Furthermore, FTE costs are provided at a level that averages 4.9%
more than the agency average cost of 32.1/FTE/hour in FY 2014.

While it may appear that there is a significant reduction proposed in the program, the overall budget is actually 2.1% higher
than expenditures in FY 2014. The largest component of increase is related to personal service costs, and is related to the
annualized cost of the executive implemented costs of HB 13 approved by the 2013 Legislature. The addition of 5.00 FTE
also drives personal services cost increases.

The Construction Program is the largest user of federal funds in MDT, using 89% of federal funds anticipated in the agency
and having total budgetary funding split of 82.7% federal special revenue and 17.3% state special revenue. That said,
there is a high amount of uncertainty for future federal funding for highway construction in the 2017 biennium. The most

recent actions by Congress extended the provisions of the Moving Ahead with Progress in the 215t Century act (MAP 21)
until May of 2015, a short-term fix for highway funding. The termination of the extension is challenging for this budget
and road construction alike. Given the amount of federal funds used in the Construction Program, the uncertainty of the
flow of federal funds for highway projects creates concerns for this budget, road construction, and construction employees
across the state. Without action from Congress on highway funding, the agency and legislature will be required to make
assumptions on the amount of federal funding that the state will receive. For more information on federal funding, see the
comment in the Summary section of the MDT budget analysis.

LFD The budget request for the Construction Program was based on the 2013 tentative construction plan (TCP)
COMMENT as developed by the district commissions. The plan was revised by the commissioners in October. At the

time of this writing, MDT was reviewing its budget request in relation to the most recent TCP, and the
budgetary results will be compiled by the beginning of the 2015 session. In keeping with past practice, the budget request
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could be revised and resubmitted by the executive prior to being heard by the Natural Resources and Transportation Joint
Appropriation Subcommittee.

Comparison of FY 2015 Legislative Base to FY 2015 Adjusted Base

FY 2015 Appropriation Transactions - Department of Transportation
Program Legislgtiye Legislative Program Reorgs Total Executlive
Appropriation Approps OTO  Transfer Implementation
02 HIGHWAYS & ENGINEERING $474,891,538 $474,891,538
Move Legal Ser. - PS State Spc. ($943,294) (943,294)
Move Legal Ser. - PS Fed. Spc. (331,427) (331,427)
Move Legal Ser. - OpExp State Spc. (147,592) (147,592)
Move Legal Ser. - OpExp Fed. Spc. (51,856) (51,856)
Transfer Authority to Planning ($910,000) (910,000)
Program Total $474,891,538 - (910,000) (1,474,169) $472,507,369

The Construction Program transferred the legal services function, including 12.00 FTE, to the General Operations
Program. The reorganization moved the function and all the related appropriation authority. Additionally, the program
transferred $910,000 of the operating expenses authority to the Rail, Transit, And Planning Division for consulting costs
associated with project planning.

NOTE: The amounts shown in the table above do not match the program budget comparison table for FY 2015 due to an
error in the executive numbers. The amount shown in the table overstates the FY 2015 budget by $910,000, the amount
of the program transfer, but does not impact the budget recommendation for the 2017 biennium.

Comparison of FY 2014 Actual Expenditures to FY 2015 Appropriations
Relevant personal service statistics and attributes include:

* 91.2% of FTE time used in FY 2014

+ 88.5% of personal services budget used in FY 2014

» Personal services were paid 37.0% state special and 63.0% federal special revenue

+ 120.75 FTE were given career ladder raises and 10.00 FTE were given strategic pay raises

While FY 2014 operating expenses were lower than budgeted, the budget request would provide a constant funding pattern
in relation to the expenditures of FY 2014, which provided the actual amount of federal funding provided under MAP 21.

In FY 2014, the agency was able to commit all the available federal funds for construction projects, but actual construction
was delayed with the impacts of heavy snowfall during the winter of 2013/2014.

Funding

The following table shows proposed program funding by source from all sources of authority.
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Department of Transportation, 02-Construction Program
Funding by Source of Authority
Non-Budgeted Statutory Total % Total

Funds HB2 Proprietary Appropriation All Sources All Funds
General Fund 0 0 0 0 0.00 %
02349 Highway Non-Restricted Account 0 0 0 0 0.00 %
02422 Highways Special Revenue 149,538,472 0 200,000 149,738,472 100.00 %

State Special Total $149,538,472 $0 $200,000 $149,738,472 16.74 %)
03055 Rail Planning & Construction 0 0 0 0 0.00 %
03313 MDT FEMA Recoveries 0 0 0 0 0.00 %
03407 Highway Trust - Sp Rev 713,799,041 0 31,189,026 744,988,067 100.00 %
03828 Traffic Safety 0 0 0 0 0.00 %

Federal Special Total $713,799,041 $0 $31,189,026 $744,988,067 83.26 %)

Proprietary Total $0 $0 $0 $0 0.00 %)
Total All Funds $863,337,513 $0 $31,389,026 $894,726,539

Costs eligible for reimbursement under the federal-aid construction program are funded with highways state special
revenue funds and federal special revenue funds apportioned to Montana and distributed by the U.S. Department of
Transportation. Construction design, construction, and construction management costs, as well as direct administrative
costs for construction activities, are generally eligible for federal reimbursement. The state match requirement is based on
a sliding scale match, which is currently 86.6% federal with a 13.4% state match for most direct construction related costs.
The primary sources of revenue for the highways state special revenue funds are highway-user fees derived from motor
fuel taxes and gross vehicle weight fees.

The Construction Program is also responsible for $31.4 million of statutory appropriations. The figure above includes the
statutory reference for each of the appropriations. $200,000 from HSRA-R will be distributed for the purposes and functions
of the Montana Local Technical Assistance Transportation Program in Bozeman. Another $31.2 million will be distributed
for the debt service associated with the work on Hwy 93 from the federal Highway Trust special revenue fund.

Budget Summary by Category

The following summarizes the total budget utilizing the FY 2015 Legislative base, present law adjustments, and new
proposals.

Budget Summary by Category

General Fund Total Funds:
Leg. Leg. Leg. Leg. Leg. Leg.
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2016 Fiscal 2017 Fiscal 16-17 of Budget Fiscal 2016 Fiscal 2017 Fiscal 16-17 of Budget
2015 Budget 0 0 0 0.00% 474,891,538 474,891,538 949,783,076 0.00 %
PL Adjustments 0 0 0 0.00% (43,226,250) (43,219,313) (86,445,563) 0.00 %
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $0 $0 $0 $431,665,288 $431,672,225 $863,337,513

Present Law Adjustments -

The “Present Law Adjustments” table shows the changes from FY 2015 legislative appropriation to the budget proposed by
the executive. PSPL adjusts all personal services. LGPL provides for adjustments to other expenditures such as operating
expenses. Each is discussed in the narrative that follows. Total funds in the Present Law Adjustments table do not include
proprietary funds budgeted in House Bill 2.
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Present Law Adjustments
Fiscal 2016 Fiscal 2017
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 98 - LEG. Personal Services Present Law
0.00 0 190,074 1,007,840 1,197,914 0.00 0 188,884 1,003,757 1,192,641
DP 99 - LEG. Present Law
0.00 0 (7,048,812) (37,375,352) (44,424,164) 0.00 0 (7,033,730) (37,378,224) (44,411,954)
Grand Total All Present Law Adjustments
0.00 $0 ($6,858,738)($36,367,512)($43,226,250) 0.00 $0 ($6,844,846) ($36,374,467) ($43,219,313)

DP 98 - LEG. Personal Services Present Law -

The Personal Services Present Law Adjustments (PSPL) in the table below includes all present law adjustments related
to personal services, including statewide present law personal services adjustments. This adjustment has been broken out
by some of its component parts for a more detailed understanding of the adjustments. FY 2016 and FY 2017 contain the
reductions in FTE made by the executive to implement the boilerplate language in HB 2.
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Personal Services Present Law Adjustments

FY 2016

State Federal Total
CP 98 PSPL Item FTE Special Special Funds
State Share Health Insurance 879.72 $200,260 $227,284 $427,544
E’;f::g‘e’e Implementation  of 2015 Pay (45 559507 635114 1,194.712
Fully Fund 2015 Legislatively Authorized FTE 0.00 619,496 696,620 1,316,116
Other
BCD: Re-Organization - Legal Services 0.00 (1,108,694) (269,034) (1,377,728)
DP 201 - Traffic and Safety Bureau FTE 3.00 24,106 217,024 241,130
DP 203 - Right of Way Bureau FTE 1.00 77,451 - 77,451
DP 204 - Asst Const Traffic Control Engineer 1.00 45,201 47,052 92,253
DP 02111 - Overtime and Differential Pay Adj. 0.00 (152,214) (134,011) (286,225)
Remainder of Other 0.00 (75.129) _ (412,209) _ (487.338)
Total Other 5.00 ($1,189,279) (551,178) (1,740,457)
Personal Services Present Law Adjustments ~ 884.72 $190,074 $1,007,840 $1,197,914

FY 2017

State Federal Total
CP 98 PSPL Item FTE Special Special Funds
State Share Health Insurance 879.72 $200,260 $227,284 $427,544
E’;ergggée Implementation  of 2015 Pay 44, 559842 634,870 1,194.712
Fully Fund 2015 Legislatively Authorized FTE 0.00 619,496 696,620 1,316,116
Other
BCD: Re-Organization - Legal Services 0.00 (1,112,129) (269,867) (1,381,996)
DP 201 - Traffic and Safety Bureau FTE 3.00 24,039 216,471 240,510
DP 203 - Right of Way Bureau FTE 1.00 77,254 - 77,254
DP 204 - Asst Const Traffic Control Engineer 1.00 45,082 46,930 92,012
DP 02111 - Overtime and Differential Pay Adj. 0.00 (152,214) (134,011) (286,225)
Remainder of Other 0.00 (72.745) _ (414,540) _ (487,285)
Total Other 5.00 ($1,190,713) ($555,017) (1,745,730)
Personal Services Present Law Adjustments  884.72 $188,884 $1,003,757 $1,192,641

The personal services budget would increase by a net $1.2 million per year under legislative present law adjustments. As
seen in the figure above, the impacts of HB 13, employee health care, and the increase associated with the add-back of
the 2015 biennium additional 2% vacancy savings create average PSPL adjustments of $2.9 million/year. Additionally, the
reorganization of the Legal Services Division reduce the personal service cost of this program by an average of $1.4 million

per year.

Other decision points for legislative discussion and decision include:

» DP 201 - Traffic and Safety Bureau FTE —3.00 FTE (1.00 FTE Traffic Project Engineer and 2.00 Designers) are
requested within the Traffic And Safety Bureau of the Engineering Division. This need is attributable to MAP-21
increasing the funding to the Highway Safety Improvement Program (HSIP) by approximately $7 million, which

has increased the program workloads
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+ DP 203 - Right of Way Bureau FTE — 1.00 in the Right of Way Bureau of the Engineering Division. The FTE
is needed due to an increase in excess property requests and a back-log of work, which increases the current
workloads within the real estate services section

+ DP 204 - Assistant Construction Traffic Control Engineer — 1.00 additional FTE to address the growing needs for
construction traffic control engineering

+ DP 02111 — This request is a reduction in overtime and differential pay for the program. With this reduction, the
total amount of overtime and differential pay included in the above request is $3.0 million each year

The “remainder of other” row in the figure above shows a reduction in the total personal services budget and consists of
various adjustments such as the re-staffing related to retirements and the departure of long term employees. In these

cases, personal service costs will generally be lower than previously experienced.

DP 99 - LEG. Present Law -

The following table outlines various components of the changes included in the LGPL adjustments.

Legislative Present Law Adjustments

FY 2016

LGPL CP 99 State Federal Total

ltem Special Special Funds
Other Decision Points:

BCD: Re-organization - Legal Services ($147,592) ($51,856)  ($199,448)
BCD - Program Transfer (910,000) (910,000)
DP 201 - Traffic and Safety Bureau FTE 1,649 14,851 16,500
DP 203 - Right of Way Bureau FTE 12,500 12,500
DP 204 - Asst Construction Traffic Control Engineer 6,125 6,375 12,500
DP 205 - CADD Software 19,280 19,280
DP 02133 - Bakken Housing Allowance 100,000 100,000
DP 02122 - Equipment Rental 120,000 99,858 219,858
Miscellaneous Other (6,250,774) (37,444,580) (43,695,354)

Total LGPL ($7,048,812) ($37,375,352) ($44,424,164)
FY 2017

Other Decision Points:

BCD: Re-organization - Legal Services ($147,592) ($51,856)  ($199,448)
BCD - Program Transfer (910,000) (910,000)
DP 201 - Traffic and Safety Bureau FTE 1,649 14,851 16,500
DP 203 - Right of Way Bureau FTE 12,500 12,500
DP 204 - Asst Construction Traffic Control Engineer 6,125 6,375 12,500
DP 205 - CADD Software 39,235 39,235
DP 02133 - Bakken Housing Allowance 100,000 100,000
DP 02122 - Equipment Rental 113,942 94,818 208,760,
Miscellaneous Other (6,249,589) (37,442,412) (43,692,001)

Total LGPL

($7,033,730) ($37,378,224) ($44,411,954)

The figure above includes all present law adjustments requested for operating expenses, equipment, grants, transfer, and
debt service. The adjustments are shown in decision points to provide a mechanism for legislative discussion and decision.

Other decision points include:

+ The first two decision points are related to the reorganization and program transfers discussed earlier
« DP 201, 203, 204 are the operating expenses associated with the present law personal service requests
discussed above
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+ DP 205 — CADD Software — This request would provide an increase in operating expenses for the 3.5% increase
in maintenance contracts for the CADD (Computer Aided Design and Drafting) systems used in the program

+ DP 02133 - Bakken Housing Allowance , Program 02 — This request provides an increase to operating expenses
for a new allowance to provide staff housing assistance in the Glendive District (Sidney, Glendive, Baker, Wolf
Point, Culbertson, etc.), which has been impacted by the oil and gas development of the Bakken region. This
appropriation would provide an allowance of $500/month/qualified employee or $6,000/year. The appropriation
would provide an allowance for 16.7 FTE in each year of the biennium.

LFD The $200,000 biennial cost of Bakken Housing Allowance proposal would become a continuing base
COMMENT expenditure if passed as requested. The legislature may want to consider restricting the appropriation for

the stated use, ensuring more efficient tracking, and/or asking the program to report back on whether the
allowance has helped to resolve issues of employee retention.

+ DP 02122 — This request would provide an increase to operating expenses to fund the increased use of equipment
rentals through the Equipment Program. This request represents the expected increased use of equipment
rentals in the program during the 2017 biennium

The “miscellaneous other” row in the figure above is a general budget reduction of $43.7 million per year from FY 2015.
For more information on the cause of the reduction, see the comment below.

LFD The Construction Program is responsible for major construction projects on the federal highway system.
COMMENT Consequently, the program receives significant amounts of federal funding. The agency develops a budget

that would provide sufficient state funds to provide the match for the federal funds that may materialize.
Often, the amount of federal funding requested in the budget, along with the state’s match to those funds, is overstated.
The result is seen in the significant reduction of the Construction Budget requested in the 2017 biennium.

The federal surface funding legislation, MAP 21, was passed by Congress just months before the 2013 session. At that
time, the agency was uncertain of the full federal funding impacts of the legislation. As a result, federal funds and the
accompanying state special match were greater than the amount that actually materialized.

Congress will need to address the federal highway funding budget before May 2015. With the present uncertainty of federal
funding for highway construction, the agency is anticipating a continuation of the funding provisions of MAP 21. Since
the agency has functioned under the federal legislation for the past two years, there is a heightened understanding of the
likelihood of the amount of federal funds that would be received, which results in a reduction of federal funding in the budget
and a similar reduction in the state match for those funds.
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