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Legislative Request

Legislative requirements

This report was completed to comply with Minn. Stat. 174.56 and Laws of Minnesota 2012, Chapter
287, Article 4, Section 48.

Minnesota Statute 174.56:

174.56 REPORT ON MAJOR HIGHWAY PROJECTS AND TRUNK HIGHWAY FUND

EXPENDITURES.

Subdivision 1.Report required.
(a) The commissioner of transportation shall submit a report by December 15 of each year on
(1) the status of major highway projects completed during the previous two years or under
construction or planned during the year of the report and for the ensuing 15 years, and (2) trunk
highway fund expenditures.
(b) For purposes of this section, a "major highway project" is a highway project that has a total
cost for all segments that the commissioner estimates at the time of the report to be at least (1)
$15,000,000 in the metropolitan highway construction district, or (2) $5,000,000 in any
nonmetropolitan highway construction district.

Subd. 2. Report contents; major highway projects.

For each major highway project the report must include:
(1) a description of the project sufficient to specify its scope and location;
(2) a history of the project, including, but not limited to, previous official actions by the
department or the appropriate area transportation partnership, or both, the date on which the
project was first included in the state transportation improvement plan, the cost of the project at
that time, the planning estimate for the project, the engineer's estimate, the award price, the final
cost as of six months after substantial completion, including any supplemental agreements and
cost overruns or cost savings, the dates of environmental approval, the dates of municipal
approval, the date of final geometric layout, and the date of establishment of any construction
limits;
(3) the project's priority listing or rank within its construction district, if any, as well as the
reasons for that listing or rank, the criteria used in prioritization or rank, any changes in that
prioritization or rank since the project was first included in a department work plan, and the
reasons for those changes;
(4) past and potential future reasons for delay in letting or completing the project, details of all
project cost changes that exceed $500,000, and specific modifications to the overall program that
are made as a result of delays and project cost changes;
(5) two representative trunk highway construction projects, one each from the department's
metropolitan district and from greater Minnesota, and for each project report the cost of
environmental mitigation and compliance; and



(6) the annual budget for products and services for each Department of Transportation district
and office, with comparison to actual spending and including measures of productivity for the

previous fiscal year.

Subd. 2a.Report contents; trunk highway fund expenditures.
The commissioner shall include in the report information on the total expenditures from the
trunk highway fund during the previous fiscal year, for each Department of Transportation
district, in the following categories: road construction; planning; design and engineering; labor;
compliance with environmental regulations; administration; acquisition of right-of-way,
including costs for attorney fees and other compensation for property owners; litigation costs,
including payment of claims, settlements, and judgments; maintenance; and road operations.

Subd. 3. Department resources.
The commissioner shall prepare and submit the report with existing department staff and

resources.

Laws of Minnesota 2012, Chapter 287, Article 4, Section 48

Sec. 48. ADDITIONS TO REPORTS ON MAJOR HIGHWAY PROJECTS AND

TRUNK HIGHWAY FUND EXPENDITURES.

For 2013 and 2014 reports required under Minnesota Statutes, section 174.56, the
commissioner of transportation shall include the results of evaluations of management

systems currently used by the Department of Transportation. The evaluations must specify the
extent to which the management of data in these systems is consistent with existing policies and
the need for statewide, reliable, and verifiable information. The evaluations must be performed
cither by the department's office of internal audit or by an independent external auditor. The
2013 report must include the evaluation of construction management systems and the program
and project management system. The 2014 report must include the evaluation of pavement

management systems and bridge management systems.

Report cost
Total report cost is approximately $143,000.
The cost of preparing the report elements required by Minn. Stat. 174.56 is approximately $80,000.

The cost of evaluating the pavement management systems and bridge management systems, as
required by Laws of Minn. 2012, Ch. 287, Art. 4, Sec. 48, is approximately $63,000.

The 2013 Major Highway Projects and Trunk Highway Expenditure Report was significantly higher due to the need
to develop the process and data needed to report on the budget by products and services and productivity measures.
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Purpose and Scope of this Report

Introduction

The first legislative report on Major Highway Projects and Trunk Highway Fund Expenditures
report was due in January 2009. In 2012, the legislature made significant changes to the reporting
requirements. These changes include:

e A reduction in the cost threshold for what constitutes a “major” project for the
purposes of this report

e Additional information on project costs and changes in costs

e Information about the annual budget for products and services, with a
comparison to actual spending and including measures of productivity for the
previous fiscal year

e Reporting on trunk highway fund expenditures and on environmental costs for
representative projects, both of which had previously been in a separate report

e An evaluation of certain management systems used by the department (required
for 2013 and 2014 reports)

The Minnesota Department of Transportation’s business is to plan, build, operate and maintain
Minnesota's transportation system. As in previous years, the 2014 edition of the Major Highway
Projects and Trunk Highway Fund Expenditures report provides a snapshot of MnDOT’s
programming and delivery for larger projects. This is consistent with the agency’s focus on
delivering high quality projects on time and within budget.

This report includes information on MnDOT's overall financial management and the new system of
budgeting by products and services that MnDOT is working to implement. No other state agency
budgets this way, so existing state systems lack the ability to support this new process, which
requires the development of new systems and infrastructure.

Finally, the report includes objective evaluations of MnDOT’s pavement management system and
bridge management system.

Together, these changes will satisfy the requirements laid out in the law and help MnDO'T continue
to enhance its financial effectiveness.

The report is organized into the following sections:

e Major highway projects report

e Environmental mitigation costs

e Trunk highway fund expenditures

e Management systems evaluations

e Products and services budget expenditures report
e Productivity measures

e Major highway project summary sheets



Summary of contents

Major highway projects

This section of the annual report identifies major projects on the state trunk highway system, which
includes the interstate and national highway systems. Per Minn. Stat. 174.50, this report includes
projects with cost estimates equal to or in excess of $15 million in the Twin Cities Metro District
and with cost estimates equal to or in excess of $5 million in Greater Minnesota.

This report includes information on projects that meet the total project cost estimate criteria and are
either under construction, programmed or planned within the next 15 years. For each project
completed in the past two fiscal years (2012-2013) or identified for construction in the next four
years (2014-2017), a project summary is included that provides detailed information on project
location, purpose, scope, schedule, and cost. Each project planned for construction in 2018-2029 is
included in a summary table near the end of the report with basic information on project location,
description, schedule, and cost.

Projects are arranged by MnDOT district. A map and a list of projects precede the project summary
pages within each district. The information provided in this report is current as of November 2014.

Environmental mitigation costs

Per the legislative requirement, the cost of environmental mitigation and compliance was analyzed
for two representative projects.

1. The I-494 project in Hennepin County, located in MnDOT’s Metro District, was chosen in part
because it represents the types of mitigation that are central to all MnDOT projects.

2. The Highway 14 project in District 7 was chosen because it included extensive wetland
mitigation and stormwater ponds.

Trunk highway fund expenditures

Fiscal Year (FY) 2014 expenditure information is provided for each of the categories specified in the
statute.

Management systems evaluations

This year’s report includes the evaluation of MnDOT’s pavement management systems and bridge
management systems. These evaluations were conducted by MnDOT’s internal audit office.

The evaluations concluded that MnDOT’s management of these systems is consistent with existing
policies, the need for statewide, reliable and verifiable information, and the need for propetly
designed and implemented internal controls.

Product and service line budget

MnDOT is currently developing a new product and service grid that more accurately organizes and
describes its products and services. The new grid is expected to be fully operational by fiscal year
2016.



The expenses and budgets provided in this report, by products and services, represent the
department’s annual budget for fiscal year 2014, as appropriated. It also includes expenses for
services that may have been rendered in fiscal year 2013, but due to processing time would have
been paid in fiscal year 2014.

Key challenges to implementation include:

e Timing differences between the two years of a biennium cause variances that would not be
present if the report were prepared on a biennial basis. For example, carryover from the first
year of the biennium to the second year can vary the results of the report depending on which
year of the biennium is represented in the report.

e The inability to match some expenses to their original budgets due to system limitations in
identifying the fiscal year budget to which the expenditures should be aligned. This occurs when
an expenditure is made in one budget year and paid in the next.

e Carry over budgets may cause expenditures to exceed the total budget. These expenditures occur
within a biennium and are allowed by statute.

Productivity measures

The productivity measures project is an effort to identify, create, examine, and document current
levels of productivity within MnDOT. This project complies with the 2012 legislation requiring the
commissioner to annually report measures of MnDO'T productivity for the previous fiscal year.

Performance measures are not new at MnDOT. Traditional performance measures used by
MnDOT are measures of product and service delivery effectiveness. However, productivity
measures are still relatively new to the department with December 2014 marking only the second
year MnDOT has produced the productivity report. Productivity measures align well with the
department goal of enhancing financial effectiveness and are the next step to evaluate how
efficiently MnDOT’s products and services are delivered.

The report includes the following measures reported last year, although the pavement measure has
been modified for this yeat’s report:

e Bridges:

O Inspection cost per square foot of deck area
O Maintenance cost per square foot of deck area

e Pavement: Cost per additional roadway mile-year added
e Snow and ice: Cost per plow mile driven
e Pavement markings: Cost per mile striped

e Transit: MnDOT administrative cost per transit passenger trip

These areas represent a subset of MnDOT"s products and services. New areas will continue to be
added in subsequent reports as they are identified.

The background for each productivity measure is presented along with data through the previous 10
years where possible. Each measure includes a discussion about why the measure presented is a
good measure of productivity and major influencing factors.



Three of the six productivity measures show the inflation-adjusted unit costs declining. Specifically,
pavement cost per roadway mile-year added, pavement markings cost per mile striped and
administrative cost per transit trip all show declining inflation-adjusted unit costs. Snow plow cost
per mile driven was stable eight of the last 10 years. Both bridge inspection and bridge maintenance
costs per unit show a slight upward trend. Expenditures for bridge inspection increased sharply in
2008 when the governor mandated accelerated inspections for all bridges. Additional funding for
preventive bridge maintenance may partially account for the increase in bridge maintenance costs, in
addition to aging bridges which require more expensive and more reactive maintenance.



Major Highway Projects Summary

This annual report identifies major projects constructed within the past two years, as well as all
major projects programmed or planned for construction on the state trunk highway system over the
next 15 years, including the interstate and national highway systems. Per Minn. Stat. 174.56, this
report includes projects with cost estimates equal to or in excess of §$15 million in the Metro District
and projects with cost estimates equal to or in excess of $5 million in Greater Minnesota. This report
includes 377 projects that met the statutory cost threshold. The information provided in this report
is current as of April 2014.

Projects included in 2014 Major Highway Projects report

Projects completed, under . .
_ . . . Projects in years .
District construction or listed in the Total projects
2019-2030
STIP
1 34 30 64
2 21 5 26
3 33 21 54
4 30 12 52
6 38 30 68
7 41 24 55
8 11 7 18
Metro 31 10 41
State 248 129 377

Of the 377 projects reported this year, 41 are in the Twin Cities metro area and 336 are in Greater
Minnesota. Projects vary in type, and include pavement preservation, bridge replacement and
rehabilitation, and mobility projects based on the priorities established in the MnDOT’s 20-year
State Highway Investment Plan, also known as MnSHIP.

State highway investment planning process

MnSHIP is an important link between the guiding principles in the Minnesota GO 50-Year Vision,
the strategies in the Statewide Multimodal Transportation Plan and the capital improvements made
to the state highway system. MnSHIP sets a fiscally constrained framework for future capital
improvements by identifying investment needs and priorities for available funding. This plan will
serve as the framework for statewide investment on trunk highways for the next two years before a
new 20-year investment plan is produced.
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Figure 1: Planning mechanisms and plans

20-Year State Highway Investment Plan
(MnSHIP)

Statewide Years
Minnesota GO Multimodal 11-20

50-Year Vision Transportation Construction
Plan

MnSHIP covers three planning periods: years 1-4, years 5-10 and years 11-20. Projects identified for
years 1-4 (FY 2015-18) are those listed in the 2014 Statewide Transportation Improvement Program.
MnDOT intends to deliver these projects during the next four years, although the programmed year
of construction may be adjusted if actual revenues increase or decrease.

Investments identified for years 5-10 (FY 2019-24) include general funding levels for certain
improvement categories (e.g., pavement preservation, traveler safety), as well as construction cost
estimates for several specific projects within the improvement categories. These projects and their
cost estimates should be considered preliminary, as revenue forecasts are uncertain.

Specific projects are not identified for years 11-20 (FY 2024-33); instead, MnSHIP has set broad
investment priorities associated with funding allocations, which focus primarily on preserving the
transportation assets MnDOT currently owns. Such elements include, but are not limited to:

e Pavement within MnDOT right of way

e DBridges

e Bike and pedestrian facilities

e Drainage structures

e Barriers, guardrails and fences

e Lighting and intelligent transportation system features
e Signs

o Noise walls

Investment priorities may change as a result of system performance conditions, legislative initiatives
or federal requirements related to the recently adopted MAP-21 transportation bill.

MnDOT began the process by:
e Reviewing current investment priorities, asset conditions and other system needs

e Projecting the amount of federal and state funds that will be available for
investment on the state highway system during the next 20 years

e Reviewing agency policy, as well as federal and state transportation laws
e Identifying emerging significant risks that may affect investment priorities
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Next, MnDOT established a range of potential investment levels for nine categories of highway
investment priorities. These investment levels were combined into example investment scenarios to
solicit feedback from the public. For investment direction for the 20-year plan, MnDOT considered
stakeholder input, legislative direction, federal requirements and system-wide risks and outcomes to
develop a final mix of investment priorities. This investment direction guided statewide and district
investment goals; these goals are achieved by districts developing a schedule of projects that
comprise their investment programs and designed to make progress towards these goals.

Project selection

MnDOT selects projects through several different planning and programming processes,
all designed to address performance-based needs and achieve key objectives on the trunk
highway system. These processes are the methods used by MnDOT to decide how to use
authorized federal and state funds and revenue from the sale of trunk highway bonds.
The primary framework for project selection is outlined below.

10-year work plan®

The existing investment plan known as MnSHIP created two programs to guide project
selection at a state and regional level for the next 10 years. They are the Statewide
Performance Program and the regional District Risk Management Program. The purpose
of establishing these two programs is to ensure the department efficiently and effectively
works toward common statewide goals. These goals consist of meeting Governmental
Accounting Standards Board thresholds for pavements and bridges, and meeting MAP-21
performance targets, while simultaneously maintaining regional flexibility to address
unique risks and circumstances at the district level.

Statewide Performance Program

The current federal transportation bill, MAP-21, places greater emphasis on National
Highway System performance and requires MnDOT to make progress toward national
performance goal areas, including those related to asset condition, safety and congestion.
If MnDOT failed to adequately progress towards the national goals, it could result in the
loss of some federal funding flexibility. Further, an analysis highlighted the expectation
that MnDOT maintain the state’s most important routes in a good repair. In response,
MnDOT developed the Statewide Performance Program to ensure that federal and state
performance targets are met on the NHS and that the condition of these routes meets
public and MnDOT expectations.

! Years 1-2: Projects identified for FY 2015 and 2016 were based on investment priorities established in the 2009 State

Highway Investment Plan and in the existing State Transportation Improvement Program, covering 2015-2018. In
general, MnDO'T considers projects listed in the STIP as commitments. As a result, the existing investment plan known

as MnSHIP did not shape project selection for years 1-2.
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District Risk Management Program

The SPP focuses funding on addressing key performance targets on NHS routes, while
the DRMP focuses funding on all other non-NHS highways needs on all state highways.
The majority of the program supports pavement and bridge rehabilitation or replacement
projects. The DRMP project selection process is structured to give districts the flexibility
to address their greatest regional and local risks. Districts are also able to make additional

investments on the NHS system if the proposed project is in response to a high risk issue.

In the DRMP, each MnDOT district is responsible for selecting projects that mitigate its
highest risks in the areas of asset management, traveler safety, critical connections, and
projects which are a regional and community improvement priority. MnDO'T distributes
different levels of funding to the districts for this program based on a revenue
distribution method that accounts for various system factors. MnDO'T districts
collaborate with Area Transportation Partnerships metropolitan planning organizations
and other key partners to select projects.

MnSHIP directs 45 percent of MnDOT’s annual revenues toward DRMP projects or
approximately $333 million per year, not including the cost of delivering those projects.
The DRMP’s share of MnDOT’s annual program may vary in the future depending on
the outcomes of MnDOT’s ongoing risk-based and performance-based planning efforts.
The investment category mixes for each district vary depending on the system
characteristics and conditions unique to that area of the state.

Impacts of cost changes to the overall program

Changes to project costs and schedules affect the state trunk highway capital investment
program. These effects are most directly seen through annual revisions to the STIP,
which lists projects that MnDOT is planning to complete in the next four construction
seasons. Seventy-five percent of the projects listed in the STIP are let and completed in
their originally scheduled construction season. The completion date for other projects

may be adjusted, and project scope and costs may increase or decrease after being listed
in the STIP.

Project costs may change for a variety of reasons including: changes in economic
conditions, inflationary factors, scope changes, supplemental agreements, cost overruns,
right of way acquisition, etc. These costs may change prior to letting or after a contract is
awarded. Changes in project costs prior to letting are handled through the STIP process.
The STIP process allows projects to be added, revised or removed on an annual basis.
Cost changes to a project post-letting are managed at the district level. If cost changes are
higher than anticipated, set-asides are primarily used to handle the change. If project costs
are lower than projected, other projects may be advanced to an earlier construction date.
Project cost overruns, as well as cost savings, are managed on an aggregate program level.

If a statewide program (e.g., the statewide performance program) has cumulative cost
estimate changes resulting in a significant amount of uncommitted funds, a specific, one-
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time program may be implemented, such as the recent Better Roads for a Better
Minnesota, which focused on achieving statewide performance objectives for overall
pavement condition. To deliver the Better Roads program, projects that most effectively
achieved these performance objectives and were at an appropriate stage in the project
development process were accelerated so they could be completed eatlier than previously
programmed.

Conversely, if cumulative project cost estimate changes increase by a significant enough
level to necessitate revisions to the STIP, a number of projects may be delayed or
removed, based on the fiscal ability to fully deliver each annual construction program.
Projects that have not yet progressed through the project development process are more
subject to these schedule delays or cost revisions.

Project prioritization

All projects identified within the 2015-18 STIP can be funded with current revenue
projections and are high priority projects to the districts. Projects within the 2019-28 mid-
range and long-range planning periods are a priority, but revenue forecasts, federal
program requirements and funding sources are more uncertain and full funding may not
have been identified. The 20-year Minnesota Highway Investment Plan details how

investments at a program level are prioritized in this mid-range and long-range timeframe.

Project summary sheets

See Appendix C for one-page summaries, statewide maps, district maps, and an indexed
table of all major highway projects. An explanation of the information included for each
project, common abbreviations and definitions are also included in the appendix.



Environmental Mitigation and Compliance Analysis

The two projects included represent the types of environmental mitigation and compliance issues
MnDOT generally faces in the Metro area and Greater Minnesota. Both projects were completed
during the 2013 -14 fiscal years.

The 1-494 project in Hennepin County is located in MnDOT’s Metro District. This project was
chosen in part because it represents the types of mitigation that are central to all MnDOT projects,
the acquisition of right of way.

MnDOT strives to only acquire the appropriate amount of right of way essential to a project;
however, in the case of the 1-494 project, the work was done without purchasing any additional right
of way. In general, erosion and sediment control during the construction phase and permanent
stormwater mitigation are important parts of MnDO'T projects. Noise analysis was also part of this
project; however, noise walls were not put in because the results of the noise analysis concluded a
noise wall was not necessary.

The Highway 14 project in District 7 was chosen for analysis because it included extensive wetland
mitigation and the construction of stormwater ponds. Wetland and stormwater runoff mitigation are
representative of the types of environmental mitigation that occurs across Minnesota.

Metro District project: Interstate 494 (Bloomington)

This was a mill and overlay project, which also added an auxiliary lane and ramp metering
on westbound 1-494 from Nicollet Avenue to Portland Avenue in the city of
Bloomington. The project was approximately 5.3 miles long.

The auxiliary lane was about 1,450 feet long, and had a retaining wall between the
auxiliary lane and the 1-494 frontage road. In addition, the project also included the
following elements: a median guardrail replacement, curb and gutter work, catch basin
replacement or reinforcement, signals and lighting, a loop detector and ramp meter
work, replacement of pedestrian curb ramps, and other needed ADA modifications. No
additional right of way was acquired for this project.

Environmental mitigation costs of $353,900 are detailed in Figure 2 and account for roughly 1.1
percent of project costs.

The total project cost was $31.7 million. The construction cost of the project was $26.4 million,
right of way land-related costs were $0 and project engineering costs were $5.3 million.
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Figure 2: 1-494 (Bloomington)

Environmental documents (Costs not included in mitigation cost total)
Environmental assessment ‘ $17,200
Environmental investigation costs
Historical/cultural resources $100
Contamination $370
Regulated waste $5,740
Sub-total $6,210
Preconstruction engineering costs
Ponds $ 3,720
Sub-total $3,720
Construction engineering/administration costs
Ponds $5,580
Erosion control $31,400
Sub-total $36,980
Right of way costs (land-related only)
Wetlands (credits) $670
Sub-total $670
Construction costs
Ponds $46,480
Erosion control $254,840
Regulated waste $5,000
Sub-total $306,320
Total environmental mitigation costs $353,900
Project delivery costs (Engineering)
Preconstruction engineering $2,115,770
Construction engineering/administration $3,173,650
Total Engineering costs: $5,289,420
Total project cost
Right of way $0
Construction $26,447,090
Engineering $5,289,420
Total project costs: $31,736,510
Percentage of project costs incurred for environmental mitigation and 1 1%
compliance ($353,900 divided by $31,736,510): 7
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Greater Minnesota project: Trunk Highway 14 (Nicollet County)

This project was located in District 7 in Nicollet County on Trunk Highway 14 from 5,300 feet west
of CSAH 41 to 800 feet west of Lookout Drive in North Mankato. This project consisted of the
following elements: road re-grading, concrete and bituminous re-surfacing, adding lighting, ADA
improvements, constructing roundabouts and a bridge replacement (Bridge No. 52003).
Environmental mitigation costs of $1,055,760 are detailed Figure 3 and account for roughly 4.7

percent of project costs.

The total project cost was $22.4 million. The construction cost of the project was $16.7 million,
right of way land-related costs were $709,430 and project engineering costs were $3.3 million.



Figure 3: Trunk Highway 14 (Nicollet County)

Environmental documents (Costs not included in mitigation cost total)

Environmental assessment $ 177,140
Environmental investigation costs
Historical/cultural resources $ 1,450
Sub-total $1,425
Preconstruction engineering costs
Ponds $3,500
Sub-total $3,500
Construction engineering/administration costs
Ponds $5,250
Erosion control $31,320
Sub-total $36,570
Right of way costs (land-related only)
Ponds $115,200
Wetlands (credits) $594,230
Sub-total $709,430
Construction costs
Ponds $43,770
Erosion control $261,040
Sub-total $304,810
Total environmental mitigation costs $1,055,760
Right of way
Total project right of way costs (land only) $1,701,710
Wetland (credits) $594,230
Total Right of Way costs: $2,295,940
Project delivery costs (Engineering)
Preconstruction engineering $1,338,740
Construction engineering/administration $2,008,110
Total Engineering costs: $3,346,850
Total project cost
Right of way | $ 2,295,940
Construction | $16,734,230
Engineering | $3,346,850
Total project costs: $22,377,020
Percentage of project costs incurred for environmental mitigation and 4.7%

compliance ($1,055,760 divided by $22,377,020):
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Trunk Highway Fund Expenditures

The following contains fiscal year 2014 cost information for each of the categories specified in
Minn. Stat. 161.08, subd. 2. The table lists expenditures by category. A brief explanation follows,

describing what is included in each cost category.

Trunk highway fund expenditures by category:

1 Road construction $957.6
2 Design and engineering $198.4
3 Labor $370.9
4 Acquisition of right of way $65.9
5  Litigation $3.0
6  Maintenance $95.1
7  Road operations $225.7
8  Planning $13.6
9 Environmental compliance $13.6
10  Administration $88.0

In $ millions

1. Road construction costs include all actual costs and encumbrances for road and bridge
construction contracts. It includes both the design and engineering and construction cost
portions of design/build contracts.

2. Design and engineering costs include all costs and encumbrances for design, pre-design,
construction, and other engineering activities performed internally by MnDOT employees and
by consultants.

3. Labor costs include all MnDOT expenditures to pay MnDOT employees their wages and
salaries including overtime and benefits for full-time, part-time, and unclassified employees.

4. Right of way acquisition costs include all costs and encumbrances to acquire and manage land
assets for the trunk highway system.

5. Litigation costs include the following: payments to the State Attorney General’s Office for legal
services, costs paid for expert witness fees, court reporters and transcribers, tort claims, and
general and administrative costs related to legal services.

6. Maintenance costs include all costs and encumbrances to operate and maintain the trunk
highway system.

7. Road operations costs are all costs and encumbrances related to such activities as snow removal,

rest area maintenance, traffic management, and traveler information.



8. Planning costs are all costs for planning related to construction and maintenance of the trunk
highway system, paid either to MnDOT employees or consultants.

9. Environmental compliance costs are the costs derived from the completion of environmental
review processes and documentation of the results of those processes, such as environmental
assessment worksheets and environmental impact statements. Both internal employee and
consultant costs are included.

10. Administration costs include all general and administrative costs related to the construction,
maintenance and general support of the trunk highway system.

PLEASE NOTE:

e Debt service is not included in the road construction category.
e These 10 categories, required by the statute, do not represent all Trunk Highway Fund
expenditures.

e These 10 categories are not mutually exclusive; some expenditures may be reported in
more than one category, such as labor and road operations.
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Systems Evaluations

This year’s report includes an evaluation of MnDOT’s pavement management and bridge
management systems, as required in Minn. Stat. 174.56. These evaluations were conducted by
MnDOT’s internal audit office and specify the extent to which the management of data in these
systems is consistent with existing policies and the need for statewide, reliable and verifiable
information.

Pavement management system

The evaluation performed on the pavement management system used by MnDOT involved
developing a reasonable assurance that the data within the system satisfied the need for statewide,
reliable and verifiable information. Internal controls were also reviewed for proper design and
implementation. As appropriate, detection of fraud, abuse and illegal acts were also considered. The
Office of Materials and Road Research, along with procedures and guidelines applicable to the
pavement management system, were also tested.

A sample was collected from the pavement management system to ensure data was reliable,
verifiable and accurate. To obtain the most relevant information, a sample of the highway road
segments recorded for pavement conditions during the 2012 season was collected.

This audit was performed in accordance with applicable laws and regulations, including Generally
Accepted Government Auditing Standards. The standards are used as a guideline to ensure adequate
and appropriate evidence was obtained to provide an objective analysis regarding program economy,
efficiency and effectiveness of MnDOT’s pavement management system. We believe that the
evidence obtained provided a reasonable basis for our findings and conclusions based on our audit
objectives.

Results

The objectives of this audit were limited and included gaining an understanding of internal
controls and procedures related to the operations and usage of the pavement management system.
These objectives also determined any significant weaknesses in the internal controls and
procedures related to the operations and usage of the pavement management system.

The audit program was designed to determine the adequacy of controls and the appropriateness of
the conduct and responsibilities exercised by users and operators of the pavement management
system. Other factors considered were:

1) The system was working as designed

2) The system was being monitored propetly and reviewed on a timely basis

3) Data was being input according to system manuals, guidelines, and procedures

4) All other applicable laws, regulations and administrative requirements were followed

The evaluation of the pavement management system concluded that the data in the system was
consistent with the existing policies and satisfied the need for statewide, reliable and verifiable
information. The pavement management system is an adequate system with proper oversight and
internal controls, resulting in reliable data for users.
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The results of this audit were discussed with Office of Materials and Road Research management
at an exit conference. Areas related to the pavement management system were discussed with
management during this exit conference to provide considerations in further strengthening the
internal controls regarding the pavement management system’s operations.

Possible system improvements

Create a comprehensive business manual for pavement management system

Adequate documentation was provided throughout the audit that users and operators of the
pavement management system could reference to accomplish system missions, goals and objectives.

At the time of this audit, however, there was no standardized manual consolidating these references.
Other MnDOT entities (Business/Administration, Right of Way) with wide-ranging functions
develop and preserve manuals in order to maintain consistency throughout the entire department.
The absence of a standardized Pavement Management System Manual can result in increased risks.
As a result of not having a standardized manual, the following risks can escalate to higher levels:

e Lack of accountability
e Unintended usage and manipulation of the system’s data

e Inaccurate data

To mitigate risks and maintain consistent operations, management should consider developing and
implementing a Pavement Management System Manual that consolidates guidelines, policies,
procedures, processes, and requirements applicable to system usage and operations.

Reassess using two separate indexes for calculations

Two indexes were developed to quantify pavement roughness: International Roughness Index and
Ride Quality Index. The IRI rates are in the form of a number and the RQI rates are in the form of
a rating scale. The complexity of the IRI methods made it difficult to explain and report the
condition of the pavement roughness to customers (Minnesota citizens traveling on trunk highway
pavements), so the RQI was developed to meet these demands. The IRI methods are universal and
federally regulated, whereas the RQI methods are more subjective and calculated differently among
transportation departments.

Since the RQI and IRI both represent pavement roughness, consistency is maintained by including
the IRIs recorded in the wheel paths in calculations for both indexes. However, the IRIs that are
recorded in the wheel paths of the inspection vehicles are represented differently in the IRI and RQI
tigures portrayed in the pavement management system. The calculation used to reach the IRI figure
includes the average of the IRIs recorded in the left and right wheel paths. The calculation used to
reach the RQI figure only accounts for the IRI recorded in the left wheel path.

Those responsible for MnDOT pavement management system operations should consider
performing current, up-to-date assessments to determine whether or not the indexes used to portray
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pavement conditions in the pavement management system, along with the methods used to reach
them, continue to provide an accurate representation of the actual pavement conditions of the
state’s trunk highways.

Materials and Road Research will verify the outcome and that the items discussed above do not
affect the data and concur with the conclusion.

Bridge management system

The bridge management system was audited to determine if system data is consistent with existing
policies and satisfies the need for statewide, reliable and verifiable information.

Internal controls associated with the MnDO'T Bridge Office were reviewed for proper design and
implementation. As appropriate, detection of fraud, abuse and illegal acts was considered.
Guidelines and procedures applicable to the bridge management system were also tested for
reasonableness.

A sample of state owned bridges from the system’s data entry tool (Structure Information
Management System, or SIMS) was tested to ensure data was reliable, verifiable and accurate. To
obtain the most relevant information, structures from the system’s 2013 season (March 2013 —
February 2014) were chosen as samples.

This audit was performed in accordance with applicable laws and regulations, including Generally
Accepted Government Auditing Standards. The standards were used as a guideline to perform this
audit to ensure adequate and appropriate evidence was obtained to provide an objective analysis

regarding program economy, efficiency and effectiveness of MnDOT’s bridge management system.

Results

The processing of the bridge management system data is consistent with existing policies, satisfies
the need for statewide, reliable and verifiable information, and internal controls are propetly
designed and implemented. The bridge management system is an adequate system with proper
oversight and internal controls, resulting in reliable data for users.

The results of this audit were addressed with MnDO'T Bridge Office personnel at an exit
conference, and additional control activities were discussed to further strengthen internal controls.
MnDOT Bridge Office personnel were accepting of these considerations and open to
implementation processes.

Possible system improvements

Potential for additional attestations from system users

After reviewing individuals’ access to the system’s data entry tool SIMS (Structure Information
Management System), there were two areas where additional attestations from system users should
be considered:
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1) Attestations for external users. All MnDOT employees adhere to the MnDOT Code of Ethics.
When users outside of MnDO'T having to meet/adhere to this same requirement inquired about
SIMS, nothing was provided. It is reasonable to assume external users have their own ethical
directives; however, since they have access to a MnDOT-based system (SIMS), there should be
attestations from them similar to the MnDOT Code of Ethics. This would create a more
consistent accountability level among system users inside and outside of the department.

2) Separation of duties. Of the more than 800 individuals with access to the bridge management
system’s data entry tool (SIMS), a little more than 5 percent (48) had roles that granted them the
capability to submit, review and approve inspection report data. Audit tests did not find
significant material concerns, but it is still a risk that management should take into consideration.
Additional attestations from these individuals stating their awareness of having these privileges
and what they will do to propetly separate them would mitigate the risks involved.

Management should consider additional attestations during the annual system “reboot” to mitigate
these risks and further strengthen the internal controls encompassing the bridge management
system.
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Products and Services Budget and Spending

Over the past two years, MnDOT worked to modify and improve the products and services grid.
MnDOT is the only state agency required to report budget and expenditures by products and
services, therefore there is no existing framework or technology to support this work. MnDOT has
been developing this framework and support technology over the past two years with additional
work yet to complete.

The budget and spending information in this section is for fiscal year 2014. In 2014, MnDOT
revised the products and services and developed an application outside of SWIFT to track and
report the budget and spending data.

Methodology

The financial information is presented by MnDOT office and district. Spending for each office and
district is shown by MnDOT’s new list of products and services. This allows the reader to
understand how each office and district contributes to the products and services that MnDOT
delivered. Budget and expenditure amounts include bond proceeds.

Notes about the data

e Timing differences between the two years of a biennium cause variances that would
not be present if the report was prepared on a biennial basis. For example, carry over
from the first year of the biennium to the second year impacts second year data.

e Some spending may not match budgets exactly because funds may have been
encumbered in one year and expended in another.

e Uncommitted and carry-over budgets may exhibit spending exceeding the total
budget. This spending occurs within a biennium and is allowed by statute.

Agency overhead

Agency overhead includes services such as: leave time, fleet support, buildings, building services and
maintenance, finance and accounting, human resources and workforce relations, training,
supervision, I'T, inventory and equipment, legal services, government relations, audit, research,
communication, citizen participation, customer relations, management and administration.

Negative Amounts

Negative spending amounts exist when corrections from the prior period are made in the current

period.
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2014 Products and Services Summary

Summary Total

Products and Services Budget Spent
Airports 107,262 38,681
Aviation Safety Operations and Regulation 15,031 13,472
Bicycle and Pedestrian Planning and Grants 66 0
Bridges and Structures Inspection and Maintenance 8,833 8,317
Commercial Truck and Bus Safety 3,645 3,428
County State Aid Highway 865,970 775,858
Develop Highway Improvement Projects 55,047 59,091
External Partner Support 117,505 87,024
Freight Rail Improvements 2,817 1,686
Freight System Planning 576 351
Highway Construction Management Oversight 33,574 41,697
Intercity Passenger Rail Improvement 9,069 1,971
Light and Commuter Rail 18,884 559
Municipal State Aid Highway 156,022 163,455
Other Trunk Highway System Improvements 151,504 235,283
Plan Highway System 26,628 15,975
Port Improvements 609 393
Radio Towers and Communications 11,968 27,023
Rail Crossing Safety 8,196 7,491
Re