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EXPECTED OUTCOME: Update on
revenue and road condition

BACKGROUND INFORMATION

New Mexico’s statewide transportation infrastructure network, 30 thousand
lane miles of interstate corridors and U.S. and state highways, is
maintained by the New Mexico Department of Transportation (NMDOT).
Construction needs of the transportation network have increased as routine
maintenance has been deferred and expenses have increased. At the same
time, road fund revenue growth is not keeping pace with inflation and debt
service payments require a sizeable share of revenue.

Transportation Revenue

Over the past 15 years, the state road fund (SRF) had average annual
growth of 1.9 percent. While the growth rate tracks with the consumer
price index, or inflation rate, the non-residential construction price index
increased by an average 4.1 percent over this period resulting in a 29
percent decrease in purchasing power of road user revenues since the year
2000. 91.3 percent of the road user revenues are directed to the SRF for use
by NMDOT while 8.7 percent are directed to local governments for local
infrastructure projects.

The slow growth in SRF revenue, forecast at 2.7 percent from FY17-FY18,
is primarily attributable to gains in passenger and commercial vehicle fuel
efficiency reducing demand for fuel, and slow population growth resulting
in fewer drivers on New Mexico roadways. In addition to slow revenue
growth, neither the gasoline nor special fuels taxes are indexed to inflation
resulting in a constantly eroding revenue stream to the SRF.

State Road Fund Revenue and Puchasing Power
(in millions)

BSRF Revenue  OSRF Purchasing Power*

*Adjusted using non-residential construction price index. Source: LFC Files
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Further diminishing NMDOT’s funding for construction and maintenance
activity is annual debt service related to issuance of bonds to pay for road
and transit infrastructure projects including the space port and the Rail
runner train service. Annual debt service payments will average $153
million through 2027.

NMDOT conducts an annual review of road conditions for all New Mexico
roads. From FY13 to FY14, the review shows the percent of non-interstate
lane miles in good condition fell from 70 percent to 68 percent. The
continued deterioration of New Mexico roads will likely result in highway

maintenance cost increases as road treatments become more expensive. For NMBQT Dekt-aervies

example, roads in fair condition typically require treatments costing (in millions)
between $12 thousand and $36 thousand per lane mile, while roads in poor Fiscal
condition requiring reconstruction can cost up to $1.5 million per lane Year |Principal|Interest |Total
mile. The annual condition assessment helps NMDOT determine priority FY17 |$ 937|$ 638|$ 1575
projects and the results of the assessment are shared with the legislature FY18 |$ 96.9|% 594|% 156.3
and are publicly available in NMDOT’s report card. However, there is no FY19 |5 1015|5 5475 1562
requirement that information collected in the road condition assessment be : ' :
used to set priorities in the Statewide Transportation Improvement Program FY20 |$ 106.4|$ 502|$% 1566
(STIP). NMDOT is in the process of implementing an asset management FY21 |$ 1101|$ 449|$ 155.0
system that will provide project recommendations based, in part, on return FY22 | $ 1146|$ 395|$ 154.1
on investment (ROI) concepts. This new system will rely heavily on road FY23 |$ 1244|$ 340|$ 1583
condition assessment data to set priorities. ' FY24 |$ 1582|% 28.1|% 186.3
Federal Revenue FY25 | ¢ 1252|$ 258|$ 150.9
FY26 | $ 131.1|$ 135|$ 1446
The Fixing America’s Surface Transportation Act, or FAST, is a five-year FY27 |$ 825|% 91|% 916
transportation funding authorization effective from 2016-2020. Though Total | $1,244.6 | $ 422.8 | $ 1,667.5

FAST will provide states with funding increases of approximately 2 percent
through 2020, the purchasing power of federal road funds is expected to
decline as consulting firm IHS Global Insight forecasts for non-residential
construction anticipate price inflation of 2.6 percent over this period.

Source: NMDOT
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Commercial Vehicle
Enforcement Activity
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Historically, federal revenues make up between 45 percent and 50 percent
of NMDOT’s operating budget. Since FY08, nominal federal funding
increased 14.2 percent, though purchasing power-adjusted federal funding
decreased by 0.4 percent over this period. Federal funding increases helped
to alleviate some of the budget pressure resulting from stagnant SRF
revenue, but the increases have not kept pace with price increases resulting
in constantly diminishing purchasing power.

Port of Entry Initiative

Port of Entry Initiative. A 2013 LFC evaluation and a 2014 study by the
New Mexico Sentencing Commission revealed noncompliance and
foregone revenue from weight-distance tax, trip tax, and
oversize/overweight permit collection on commercial truckers. In response,
the Legislature worked with the Taxation and Revenue Department (TRD),
the Department of Public Safety (DPS), and NMDOT to transfer the
operation of port of entry facilities from DPS to NMDOT and provide
funding necessary to maintain a higher staffing level at port facilities
throughout the state.

During the 2016 legislative session, NMDOT received budget adjustment
authority allowing the department to accept up to $700 thousand from
TRD, up to $1.3 million from DPS, and up to $2 million from the state
road fund to hire temporary workers to staff port facilities statewide.
NMDOT used this authority to hire 44 additional staff to staff and support
operations of the 12 active ports of entry.

Though there has been a slight increase in revenue in oversize/overweight
and trip tax revenue, NMDOT is not ready to attribute the increase to
improved enforcement efforts. However, enforcement activity has
increased significantly and is largely attributable to motor transit officers
spending more time on patrol since the transfer of port operations to
NMDOT.

Attached Materials Include:
1. NMDOT construction and maintenance funding/needs gap assessment;

July 2015 State Road Fund forecast update;
Distribution of road user revenue;

Federal FAST Act targets by transportation district;
State Road Fund sources and uses;

NMDOT 3™ quarter report card.
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Department of Transportation

At the end of the third quarter, the New Mexico Department of Transportation

Traffic Fatalities (NMDOT) reports 244 total traffic fatalities, a 5 percent decrease from the 257
400 reported at the end of the third quarter, FY15. NMDOT continues to struggle to
maintain the transportation system given strained resources; in FY14, the most

350 recent year for which data is available, 68 percent of non-interstate miles in the
300 state transportation network were rated good, down from 70 percent in FY13. After
250 years of high vacancy rates, NMDOT stabilized vacancies at 12 percent, less than
the statewide average of 13.2 percent.
200
150 Despite constrained resources, the U.S. Department of Transportation (USDOT)
16 ranks New Mexico seventh out of 50 states in the percent of structurally deficient
bridges in the system. Additionally, USDOT ranks New Mexico road conditions
50 17" in the nation.
0 o)
® ¥ v o Programs and Infrastructure
A A
The decrease in traffic fatalities put NMDOT on track to achieve its targets for all
i anikRelatsd categories except pedestrian fatalities. There were seven projects scheduled for
@ Non-Alcohol-Related letting in the third quarter, of which three were let according to schedule. NMDOT
is increasing training for project development staff and has begun designing
Source: NMDOT statewide transportation infrastructure improvement program (STIP) projects
earlier to ensure more projects are let according to schedule. While NMDOT faced
difficulty in letting projects on time, the agency completed 20 of 24 projects on
time in the third quarter and reported the cost over bid at 0 percent. Ridership on
the Park and Ride shuttle and the Rail Runner declined relative to FY15. The
current low price of gasoline and diesel are rendering these transit services less
competitive relative to driving. The downward trend in ridership, particularly on
the Rail Runner, seems to signal less public demand for rail service between Belen
and Santa Fe. Though NMDOT reports Rail Runner performance, it does not
Annual Number of operate the passenger rail service.
Rail Runner Riders, in
thousands Programs and Infrastructure
1,400 Budgget: $587,989.2 | FTE: 403 :;l; TF;;St % e &8 | reing
1200 -em 1| Traffic fatalities 331 | <345 | 81 85 78 | @@ |
1,000 I e seatbells | 1a1 | <ts0 | 27 34 I
200 3 | Prolects put out forbid &s 50% | >75% | 50% | 65% | 43% | E®
4 | Pedestrian fatalities 60 <45 19 15 19 | @ |
600 Percent of final cost-over-bid
5 | amount on highway construction 2.0% | <2.5% 5.0% -1.0% 0% °
400 projects
- B | A e o e on Pk | 2919 | >a250 | 718 | 628 | es0 | @D
Program Rating Y g

S i ders Target Transportation and Highway Operations

Source: NMDOT Between the FY13 and FY14 reporting periods, the percent of non-interstate miles

rated in good condition decreased from 70 percent to 68 percent. The percent of
miles in good condition decreased across all roadway types: interstate, non-

10
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interstate, National Highway System (NHS), and non-National Highway System
(non-NHS) The lack of regular maintenance contributes to the deteriorating
condition of New Mexico roadways; for FY16, NMDOT anticipates a $107 million
gap in maintenance funding. As the condition of roads continues to deteriorate, the
cost to repair them increases significantly. Annual maintenance costs for one lane
mile of good condition road are between $12 thousand and $36 thousand. For a
very poor condition road requiring reconstruction, the cost is as high as $1.5
million per lane mile. The number of pavement preservation lane miles decreased
due to weather and a change of focus of maintenance crews from summer to winter
activities, in the second and third quarters.

Department of Transportation
Third Quarter, Fiscal Year 2016

Transportation and Highway - -

* 5 .
Operations Actual | Target Qi L a8 Reling
Budget: $233,752.8 FTE: 1,850.7

Number of statewide pavement
U preservation lane miles 2,611 >2,750 1,099 565 130 o
Amount of litter collected from
8 NMDOT roads, in tons 6,484 | >8,000 | 7,253 1,427 2,173 ’
9 aCrLésat;)mer satisfaction at rest 09% 99% 99% 99% 99% -
Program Rating ‘ &

Program Support

Since FY12, NMDOT reduced its vacancy rate from a peak of 18 percent. Over the
past year, NMDOT stabilized employment at around 12 percent through aggressive
recruitment and targeted salary increases for positions including highway
maintenance workers and engineering technicians. FY16 is the third year NMDOT
has given targeted increases to these employees. NMDOT provided salary
increases to 354 FTE in FY16. The number of workzone injuries increased partially
as the result of the tragic deaths of two NMDOT employees killed while on the job.

Program Support FY15 | FY16 .
Q1 Q2 Q3 Rating
Budget: $42,922.3 FTE: 233.8 Actual | Target
10 | Vacancy rate in all programs 12% <11% 11% 11% 12% \Y/
11 | Employee injuries 95 <90 16 23 19 G |
Working days between
expenditure of federal funds and <10
12 request for reimbursement from Tdays days Fdays | Tdays | 7dais o
federal treasury
Employee injuries occurring in
13 | o orkrones 27 <45 10 3 9 &
Program Rating X G
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Percent Miles Rated
In Good Condition

100%
'95%
90%
85%
80%
75%
70%
65%
60%
55%
50%

&
EFY13 @FY14

Source: NMDOT

KEY ISSUES

Despite an estimated $107 million
shortfall in maintenance funding for
FY16 and deteriorating road
conditions, the U.S. Department of
Transportation ranks the condition of
New Mexico highways 17" in the
nation with 44 percent of roadways in
poor or mediocre condition.

IMPROVEMENT PLANS
Submitted by agency? Yes
Timeline assigned? No
Responsibility assigned? No



