
[AGENCY 27]

RANDY PETERS: (Exhibit 5) Good afternoon, Senator Mello, members of the

Appropriations Committee. I'll take a minute to let my testimony be passed out. My

name is Randy Peters, R-a-n-d-y P-e-t-e-r-s. I am the Director-State Engineer of the

Nebraska Department of Roads and I greatly appreciate having this opportunity to

testify in support of the Governor's budget. The mission of the Department of Roads is

to provide the best possible statewide transportation system. The budget, as

recommended by the Governor, provides funding for that mission and is based on an

estimated motor fuel tax rate of 26.4 cents per gallon, generating funds to meet a

Highway Cash Fund appropriation of $375 million each year of the next biennium.

Included in this budget request are several items which this committee has chosen to

not fund or to fund at a reduced level. My testimony will address the importance of

restoring this funding and its impact on the operation of the state highway system. First,

I request that you would restore $2 million in purchase authority for automotive, heavy

road equipment. This funding level had been at $15 million per year from fiscal year

2000 through fiscal year 2009. In fiscal year 2010, it was reduced by deficit budget

action down to $10 million per year and has remained at that level since that time.

Consequently, our equipment repair costs for the last three years have increased over

83 percent, from $600,000 to over $1.1 million. Unplanned repairs have increased 28

percent. Equipment is vital to preserving and maintaining the 10,000 miles of highway

from snowplowing in the winter to pavement patching in the summer. The department's

Enterprise Asset Management System, which tracks NDOR's equipment usage and

costs, indicated that, based on optimum service life, 46 percent of the equipment should

be replaced today. Replacement costs have increased almost 30 percent. For example,

in 2009 the average cost of a heavy-duty tandem dump truck used for snowplowing cost

$121,000. Today that same truck costs $156,000. This is an increase of 29 percent. To

meet the public demand for snow removal on highly congested highways in Omaha and

Lincoln, the department has purchased tow plows, which cost $280,000 each. This is, in

essence, one snowplow pulling another snowplow. This equipment enables one
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maintenance employee to be much more efficient and return the highway to a safer

condition faster. Second, I would request that you restore $5 million per year for new

building construction. The Department of Roads owns and operates 528 buildings

located at 119 sites across the entire state. Some of these buildings were designed and

constructed in the 1940s and 1950s, and it is increasingly more difficult to meet and

stay in compliance with new standards, laws, and codes, such as fire and environmental

codes. Buildings, primarily equipment and material storage facilities, are a vital

necessity as part of our mission to preserve and maintain the taxpayers' investment in

the state's 10,000 miles of transportation infrastructure. These buildings provide

equipment storage and repair facilities for the $70 million investment in equipment. In

these older facilities, the equipment bays are too small to house the modern, larger

equipment. For example, a typical truck equipped for winter operations is 40-feet long,

12-feet wide, and 12-feet high. The door size in these older buildings is too short and

narrow to park the newer equipment unless the snowplows are removed. If parked

outside, it reduces the life expectancy of the equipment. Commercial driver license

safety regulations require a complete equipment inspection before operating it each

time. This safety inspection is difficult to complete when the equipment is covered with

ice and snow. Included in the department's budget request is replacement of two

facilities where the city has grown up around our yards. For example, the Valentine yard

is too small to maneuver the modern, larger equipment. The noise from backing up

equipment and materials are disruptive to the residential environment in which it is

located. This yard needs to be relocated out of this residential environment and moved

to a location that is adjacent to the highways it maintains. This is a large-expenditure

item but it is important to note that, due to difficult budget times, no new funding has

been appropriated for building improvements since fiscal 2009. Third, restore $750,000

for highway and equipment repair. As I mentioned earlier, the costs to maintain the

equipment fleet has risen each year for the past four years. Until the agency's aging

equipment fleet is upgraded, this increase in equipment repair will continue and is the

basis for an additional request of $400,000. Highway maintenance costs have also

continued to increase. With a fixed staff size, increasing material costs, and a limited
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time period, a greater portion of this repair must be contracted to private firms. This

increase is budgeted at $350,000 per year. Restore $1.25 million for materials used in

highway maintenance. In the past three years, the number of gallons of fuel used in our

fleet has remained fairly constant at approximately 2 million gallons per year. Yet in that

same period, the price of fuel, both diesel and gasohol, has risen significantly from an

average of $2.67 per gallon in fiscal year 2010 to over $3.50 per gallon in fiscal year

2012. This increase is out of our control, yet one the department must budget for. The

increased cost of petroleum-based products is also reflected in many of the materials

used in highway maintenance for patching. Finally, I would request that you restore

$250,000 for building maintenance. Our budget included an increase of $450,000 for

building maintenance. Funding of $350,000 of that is requested in order to bring all

buildings that are open to the public--rest areas, scale facilities, etcetera--into

compliance with the Americans with Disabilities Act regulations. This action is a federal

requirement that must be met. An additional request of $100,000 is to maintain the

NDOR's current aging buildings with window and door repairs, as required. My goal for

the department is to maximize the portion of funds that go directly to construction and

maintenance. In order to fulfill that goal, it requires many tools, including materials,

equipment, and facilities, all of which support the operation of the state highway system.

These various needs must be weighed against each other in order to maximize the

benefit to the highway system. The Governor's budget, as submitted, will provide

funding to maintain the existing highway system while generating a projected highway

construction program size of $430 million each year of the biennium. This will be

accomplished with no increase in staffing, no increase in state funds, while providing a

high level of service, as requested by the traveling public. I recommend the committee

approve the Governor's budget as submitted. I will answer any questions that you may

have at this time. [AGENCY 27]

SENATOR MELLO: Thank you, Director Peters. Are there any questions from the

committee? Senator Larson. [AGENCY 27]
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SENATOR LARSON: Thank you, Senator Mello. Thanks for coming in, Mr. Peters. I

just...I've had constituents, a number of them, talk to me about the Department of

Roads, and obviously in rural Nebraska we have a lot of roads, and in terms, and they

are the lifeblood to make sure that we get our products out to the rest of the state and

the nation. A few questions kind of on just the historical background of the Department

of Roads and how you guys operate now. When it comes to the actual building of the

roads, the building, do you contract most of that out? [AGENCY 27]

RANDY PETERS: Most of the resurfacing and pavement restoration is done by

contract, yes. [AGENCY 27]

SENATOR LARSON: Do you know what percent? I know...I mean I know you...I figured

you probably did contract most of that out. Do you know how much of that is contracted

out? [AGENCY 27]

RANDY PETERS: I'm going to use round numbers here. [AGENCY 27]

SENATOR LARSON: Yep, that's fine. [AGENCY 27]

RANDY PETERS: And it's about 75 percent of it is contracted out, and 25 percent is

routine preventative maintenance done by our... [AGENCY 27]

SENATOR LARSON: But most all the resurfacing and new construction is contracted

out. [AGENCY 27]

RANDY PETERS: Yes. [AGENCY 27]

SENATOR LARSON: Okay. [AGENCY 27]

RANDY PETERS: The smaller scale work, crack sealing and urgent pavement repairs
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that need to be done before we can get a contractor in, the department's maintenance

forces do that. [AGENCY 27]

SENATOR LARSON: That would be the department, yeah. In terms...and I was

focusing more on the resurfacing and new construction with this question. And to try to

stay on that same vein, we'll take it back to 1980. What percentage back then of the

new construction and resurfacing would have been done by the actual or done by

contractors? As you said, pretty much all of it is done now in terms of resurfacing.

[AGENCY 27]

RANDY PETERS: I don't...Senator Larson,... [AGENCY 27]

SENATOR LARSON: Yeah, go, yeah. [AGENCY 27]

RANDY PETERS: I don't believe the proportion has changed significantly since 19...

[AGENCY 27]

SENATOR LARSON: So you guys at that time, you were still contracting all of that out

at that time as well? [AGENCY 27]

RANDY PETERS: Right. Correct. [AGENCY 27]

SENATOR LARSON: Okay. What about like mowing and snow removal and other

things of what...things of that nature? Do you contract any of that out now? [AGENCY

27]

RANDY PETERS: We do contract some of the mowing out. The snowplowing is

primarily done by in-house staff. [AGENCY 27]

SENATOR LARSON: Primarily. [AGENCY 27]
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RANDY PETERS: Primarily. There are some supplemental contracts in the Lincoln and

Omaha areas on occasion. [AGENCY 27]

SENATOR LARSON: Are there any other things that you are contracting out specifically

along that vein? [AGENCY 27]

RANDY PETERS: Rest area maintenance... [AGENCY 27]

SENATOR LARSON: I see. [AGENCY 27]

RANDY PETERS: ...at some of the rest areas is contracted out, comes to mind.

[AGENCY 27]

SENATOR LARSON: Okay. And again, I'll take it back to 30 years ago. Were you

contracting out the mowing and any snow removal and things of that nature at that

time? [AGENCY 27]

RANDY PETERS: No. We were not. Just for context, I think the department's peak of

full-time allocated employees was around 2,700 back in the '70s, when I started, and

today it's 2,140. So there's been a trade-off of full-time equivalent positions and

contracting of services. [AGENCY 27]

SENATOR LARSON: Yeah, and that's...I mean, obviously, that's the point I'm trying to

get to here. From 1981 or 1982 numbers, I think you're about 100 less than you were.

And I think a lot of people that I talk to, they...whether it's in rural Nebraska or anywhere

else, they see it. They drive by a DOR truck and there's two guys sitting in there

watching one guy work, and they drive back two hours later and it's the same picture,

just a quarter of a mile down the road. And it gets frustration built up and then I get the

phone calls. In terms of you mentioned in your opening, you mentioned the tow plows
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and buying tow plows. Does that allow you to cut staff so more money could be spent

on roads if you were moving to things such as tow plows, since you wouldn't need the

second snow removal truck or...? [AGENCY 27]

RANDY PETERS: Yeah. Yes, it's a trade-off. There are...I need to... [AGENCY 27]

SENATOR LARSON: How many do you have? [AGENCY 27]

RANDY PETERS: I need to set the record straight. You said we're down 100 from the

1980s. We're actually down 147 since 2000, when there was 2,293 authorized FTEs,

and then we cut another 45 in fiscal year 2010, so... [AGENCY 27]

SENATOR LARSON: Yeah, I saw how many you had in like 1980. It was like 2,300 or it

was right around 2,200 or 2,300, and then I'm just going off of what the full-time

employment is today. It's from, yeah, you may have cut staff in the past few years as

well. But I'm going off of FTEs that are... [AGENCY 27]

RANDY PETERS: Sure. Sure. [AGENCY 27]

SENATOR LARSON: ...obviously using some round numbers as well. [AGENCY 27]

RANDY PETERS: Sure. My point is that... [AGENCY 27]

SENATOR LARSON: Yeah. [AGENCY 27]

RANDY PETERS: ...part of that trade-off in the tow plows has already been made to

address the staff reductions in recent times. [AGENCY 27]

SENATOR LARSON: Okay. All right. Thank you. [AGENCY 27]
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SENATOR MELLO: Any further questions from the committee? Seeing none, thank you,

Director Peters. [AGENCY 27]

RANDY PETERS: Thank you very much for this opportunity. [AGENCY 27]

SENATOR MELLO: Are there any other testifiers here today on behalf of Agency 27,

the Nebraska Department of Roads? [AGENCY 27]

SEAN KELLEY: Good afternoon, Chairman Mello and members of the Appropriations

Committee. My name is Sean Kelley, S-e-a-n K-e-l-l-e-y, appearing today as a

registered lobbyist for OMETRO, the Omaha Metropolitan Area Transit Authority, with

operations in Douglas County, Omaha, Ralston, La Vista, Papillion, and Bellevue. Over

the last several years, transit funding, which is a part of the Department of Roads'

budget, has remained flat or decreased while expenses and demand have increased.

For example, in Omaha alone, the demand for a metro service which provides

transportation for the elderly and handicapped has increased over 66 percent since

2007. Compounding this problem for a metropolitan area transit provider is the method

of funding distribution of state transit aid. Transit aid first reimburses rural operating

expenses and then the balance is distributed to the metropolitan areas of Lincoln and

Omaha. As a consequence, OMETRO has experienced a 25.3 percent reduction in

state aid since 2007. Currently, transit funding is set at approximately $2.7 million per

year. OMETRO has received about one-fifth to one-third of that amount, depending on

the operational expenses that are incurred by rural transit providers. We think an

increase of $2 million to this $2.7 million in transit aid would be an appropriate amount

to ensure OMETRO the funding at a level equal to that of 2007, the 2007 level. So with

that, I'd be happy to answer any questions if you have them. [AGENCY 27]

SENATOR MELLO: Thank you for your testimony, Mr. Kelley. Are there any questions

from the committee? Seeing none, thank you. [AGENCY 27]
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SEAN KELLEY: Thank you. [AGENCY 27]

SENATOR MELLO: Are there any further testifiers here today on behalf of Agency 27,

the Nebraska Department of Roads? [AGENCY 27]

MARK INTERMILL: Thank you, Senator Mello and members of the Appropriations

Committee. My name is Mark Intermill, M-a-r-k I-n-t-e-r-m-i-l-l, and I'm here today

representing AARP, also to discuss public transportation issues. AARP has been

involved in a public transportation coalition for a number of years. We are very

interested in public transit. We're about...at the end of this biennium that you're

discussing now, we'll be about ten years from 2026, which is when the oldest baby

boomer reaches the age of 80. From that point forward, for at least the next 20 years,

the 80-plus population will grow by 4 percent per year. That means there will be a

number of people who will need public transportation. We believe it's not too soon to

begin to plan for that eventuality, and we also see an opportunity that's presented itself,

I believe, to begin that planning process. The Surface Transportation Act at the federal

level was renewed recently, and as part of that process there were two programs that

were discontinued at the federal level, the Job Access, Reverse Commute Program and

the New Freedom Program. For both of those programs, there have been funds

allocated to the state of Nebraska for FY '11 and FY '12 that have not been expended.

The amounts are about $240,000 for FY '11 and for FY '12. Those resources provide us

with an opportunity to invest in a planning process and specifically in the process of

mobility management. The Federal Transit Administration is supporting mobility

management as a way to make sure that public transit services work well, so they have

an enhanced match, an 80/20 match for those types of services. So for an investment of

some state funds of about $120,000 per year, we could draw down the federal funds

that would enable us to begin this process of improving public transit in Nebraska. And

in rural Nebraska we have about 60 public transit providers. Those providers are usually

at the county or city level. They're not necessarily integrated or coordinated as well as

they could be. And that's the purpose of mobility management is to make sure that
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those programs function as effectively and efficiently as possible. So my pitch to you

today is that if we can find some additional resources to help us to begin this process of

planning for better transportation, to prepare for that point in time when we are going to

have a dramatic growth in our 80-plus population, I think it would be a good investment.

So thank you for your time and I'd be happy to try to answer any questions. [AGENCY

27]

SENATOR MELLO: Thank you, Mr. Intermill, for your testimony. Is there any questions

from the committee? Senator Harms. [AGENCY 27]

SENATOR HARMS: Thank you, Senator Mello. Would this program come...be

regulated through Health and Human Services? Is that where the grant should come

from? Or I'm trying to figure out about whether Nebraska Roads fits into this and would

it be more appropriate in Health and Human Services. [AGENCY 27]

MARK INTERMILL: The allocation has been made to the Department of Roads, and

Department of Roads also has the 5311 Program, which is the rural public transit

program, which Scotts Bluff County's transportation operation is financed through the

Department of Roads. So that's why I'm here for Department of Roads instead of HHS

next week. [AGENCY 27]

SENATOR HARMS: I know through our long-range Planning Committee, we're looking

at another project on expenditures for Medicaid and we came across the figure that by

2020 there will be about 411,000 people in Nebraska that will be 65 years and over. So

the issue for the elderly in this great state is just starting to become more visible than it

is. You know, to me, when we cross that scale, we're going to hit a huge, huge increase

in them. And I don't disagree with you about the planning for it because this is the time

you ought to start. [AGENCY 27]

MARK INTERMILL: Absolutely. [AGENCY 27]
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SENATOR HARMS: You can't do it during the crisis. [AGENCY 27]

MARK INTERMILL: Yep. [AGENCY 27]

SENATOR HARMS: So... [AGENCY 27]

SENATOR MELLO: Any further questions from the committee? Quick, just a quick

clarification,... [AGENCY 27]

MARK INTERMILL: Yeah. Sure. [AGENCY 27]

SENATOR MELLO: ...I was just...I want to double-check this. We'll have the Fiscal

Office look into it. So both programs you discussed, federal grant programs, are in the

Department of Roads. We've been...there's been a federal allocation made to the

Department of Roads that requires this 20 percent matching fund to acquire...do you

know how much additional funding? [AGENCY 27]

MARK INTERMILL: Well, the...it's about $400...between the two programs, it's about

$480,000 that has been allocated for both FY '11 and FY '12. The program is

discontinued for FY '13, so we're kind of in that limbo state. There's really nothing to

move forward with. We have kind of a terminating program that this would be a good

use of those funds to help us prepare for our future. And I would also say the

Department of Roads has just completed a mobility management study that I have just

been looking at recently, and very interesting study; I think gives us a good basis, a

good start on this planning process as well. [AGENCY 27]

SENATOR MELLO: Okay. Great. Thank you, Mr. Intermill. Are there any further

testifiers here today on behalf of Agency 27? Seeing none, the committee did receive a

letter from the city of Lincoln in support for and requests an increase in state transit
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assistance over the next biennium from the city of Lincoln on behalf of StarTran Public

Transit System. (Exhibit 6) With that, that will end today's public hearing on Agency 27,

will end the Appropriations Committee hearings for the day. Thank you. [AGENCY 27]
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