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Audit Summary and Committee Recommendations

Audit Summary

Prioritization and selection of roads projects by the Nebraska
Department of Roads (NDOR) has been a topic of regular and
frequent interest among legislators. Historically, this interest has
been generated by the amount of funding received by NDOR and
the importance of this resource to Nebraskans. In 2011, it was
heightened by the passage of LB 84 as a funding mechanism for
construction of capital improvement projects.

The audit staff found that the structure of NDOR is different from
most other states' transportation departments, most importantly
because Nebraska is one of only three states with a highway
commission that acts in an advisory-only capacity.

Audit staff also found that the agency generally prioritizes projects
based on need, but in a small number of cases other factors
influence project selection, primarily public input. Stakeholders we
interviewed generally agreed. NDOR completes the majority of
projects as prioritized, in accordance with its internally established
goals. NDOR states that the main reason for not meeting its
performance goals is because of its practice of “over-programming”
in the event that unanticipated funds become available, such as
when federal stimulus funds were distributed in 2009.

NDOR also provides a great amount of information to the public, as
well as many opportunities for public input into the project
selection process. However, audit staff found that NDOR could
improve the quality of its communication with the public, by
making information more easily accessible and understandable,
particularly on its Web site.

The following are the Performance Audit Committee's specific
recommendations for this report.

Section I: NDOR and Other State DOT Structures

Finding #1: The structure of NDOR is unlike most other states'
transportation departments in these ways: (1) it does not include all
modes of transportation; and (2) of the 31 states that have a
highway commission, Nebraska is one of only three states with an



oversight board that is advisory-only.

Recommendation: If the Legislature believes there would be a
benefit in having a highway commission that shares policy-making
responsibility with Director-State Engineer, it should consider
introducing legislation to change the commission's role.

*RH

Section II: NDOR Projects Funding and Pri-
oritization

Finding #2: Both the legislative history and the statutory
language reflect the Legislature's intent that NDOR have broad
authority to spend these funds on new construction or maintenance
projects.

Recommendation: If it was not the Legislature's intent that
funds not dedicated to the completion of the expressway be used
for both new construction and maintenance projects, then it should
consider introducing legislation to clearly state that these
remaining funds be used only for capital improvement projects.

Finding #3: NDOR states that it prioritizes projects primarily
based on relative need, while acknowledging that in a small number
of cases other factors play a role. Stakeholders we interviewed
agreed with this assessment.

Recommendation: The Committee recommends that NDOR
develop a written policy of prioritizing restoration of critical
resources (bridges, main arteries, etc.) destroyed or incapacitated
by natural disasters ahead of other asset preservation or capital
improvement projects. The Committee's intent is that NDOR move
quickly to restore damaged or destroyed roads and bridges using
existing funds and not delay restoration pending receipt of federal
emergency funds.

Recommendation: The Committee recommends that NDOR
include in its annual Surface Transportation Handbook a listing of
the projects that were removed from the previous year's five year
and one year plans and a brief explanation of the reason for the
removal of each.

¥



Section III: Are Projects Completed as Priori-
tized?

Finding #4: In six of the last 10 years, NDOR has come within
approximately ten percent of meeting its stated goal of delivering
80 percent of projects on the five year program to letting. However,
the average number of projects delivered to letting has dropped in
recent years.

Finding #5: In six of the last 10 years, NDOR has come within five
percent of meeting its stated goal of delivering 100 percent of
projects on the one year program to letting. In addition, while some
districts have delivery-to-letting percentages of less than 9o
percent, the actual number of projects reflected in those
percentages is very small.

Discussion: In the absence of statutory goals for the percentage of
projects delivered to letting, the department has established its own
goals, which appear reasonable. In addition, in the last 10 years the
department has come close (between 5 and 10 percent) to meeting
them.

Recommendation: If the Legislature is satisfied with the
department's goals and progress toward them, no action is needed.
If the Legislature has concerns about the department's goals, it
should consider establishing goals in statute.

Finding #6: Most of the projects on the FY2006-07 one year
program were completed as prioritized and most were completed
within one year.

Recommendation: The Committee recommends that NDOR
include in its annual joint report to the Appropriations and
Transportation and Telecommunications Committee the
benchmarks it uses for its five year and one year plans for
delivering projects to bid — currently 80 percent and 100 percent,
respectively — along with the actual percentage for the most recent
completed year and the four previous years.

Section IV: Transparency to the Public

Finding #7: NDOR provides a variety of different opportunities
for public input and participation.



Finding #8: While the information contained on the NDOR Web
site is very comprehensive, items of particular interest to the public
are difficult to identify and access.

Recommendation: NDOR should modify its Web site to make
information of interest to the public easier to find. Web sites from
other states' transportation departments described in this report
could provide examples of relatively simple changes that would be
very helpful.

Finding #9: NDOR has a wealth of program information available
that it makes available to the public. Where NDOR falls short is in
its ability to communicate these often inherently complex issues to
the public.

Discussion: We believe the public generally, and policymakers
specifically, would benefit from better communication from NDOR,
especially about projects that are prioritized based on factors other
than need. Although such projects appear to be few in number,
interest in them may be high.

Recommendation: NDOR should identify staff who can improve
its communication with the public and policymakers especially as it
relates to projects that are prioritized based on factors other than
strictly need.

Es



II. Legislative Audit Office Report




W rohie
PR sy ORLE
ORI el

- — - 56—
S T
- e
==




Legislative Audit Office Report
Nebraska Department of Roads: Project
Selection, Prioritization and Funding

December 2012

Prepared by
Dana McNeil
Stephanie Meese
Clarence Mabin



B M A e il
josiond elived e JEomiringod! adeendsWd
aaibna’l e goirstiinos™ auitasise

< P Apgiarrnaaly

o = =

wd Bomepait
Vi Bl
nene P srwikgaie
nitlstf v st




CONTENTS

INTEREODUCT HON cociscnissimsmsmmssniiii st st i s i s i s s so s sai s s isss sner svasanasssmsavion 1
Organizational Chart.....ccccceiiereiorescscronsesniesrenceccscsctancssescessscsscsscssssocssess a
SECTION I: NDOR and Other State DOT SIrUcCLUIesS ....ccccceeesccesssesecssssrcassess 3
NDOR PUPVIEW cocasiiisivisvsisisssissiiissesissasmsissisidssssssimdsniinsiisinssssuavsosse 3
NDOR STIFUCHUIE ccecettcccnccaccrsccssscosssssssscssssssssssssssssosssssenssssssssssanssasssssssses 3
Transportation Structure in Other States ......cccccceieiieiecnieiececensecescanannes 4
AASHTO and Reason REPOrtS c.ccscssassesssnssrsossvneonssversssssassensasernassnsess 4
SECTION II: NDOR Project Funding and Prioritization ......c.ccceeeeeceercennenes 6
FOIIDE - cooosesinoiis b R S S R N A AR S s R s 6
Prajeet TVPRS ovoiisnainsnsvicovsssariasssastnismiss riyiisisisessssiiissssssnsevesssvisavioven 7
Project Selection and PrioritiZation .....cccceeecrecrcceccocscscssesscscssssssssssssssssess 8
Section III: Are Projects Completed as Prioritized? ......c.ccoceenceececrecnnceecennes 12
Types of Projetls ... iiiisissiisssmiiismissisaisinsisissniiniosns isE R 12
Analysis: Projects Delivered to Letting .....ccccocecerescesescssssossssncaseeccsascens 13
Reasons Projects are not Delivered to Letting as Prioritized ................ 18
Analysis: Projects Being Completed as Prioritized ........cccccveeecenenncenncens 18
Section IV: Transparency to the PUblicC...ccccceieeseersasessasrssacsessascasersesvocsnsss 20
Opportunities for Public Input and Involvement ......cccceeeeassasrasensanseenaes 20
WWEB BITE iicucimsisniisisssissniscosssississenissssssssnsssss oaissisiisissusivasssssessossnssussnes 22
Communication and TranSPAreICy ....cccccceesesscsssssssssssssssssssasssssssnasasanases 23
Appendix: Other Types of IMProvements ...c.ccccceeecenconcorcascsssessssssassanseraancs 24



&1 THOD

B e e e et n e 208 L OATIE
B o s — - < S (S S | Y| 74 = T T B om0 fana g e rpaap
P R —— S SR TP o & MUY B FeA 1T DR PRI Ul T (SRS - T L ) 1P
B e 8 i S . o i i ey vl VML
D 04 40 D 5 3 4= 4 4 et B P 5 P - v end B Bagrrrid SO
.S TR :I'uJI‘IJ ul prusdpe 2 O oiipiogenmr I
= . a2 i e o .0 o ek 2 1 - alterrere? O it L'.l'.'h lhTﬂ“i"J.

T D T el tiimare™] v Trnbmc e M O pa e
B (kb n st D @) - PUPeE e WAL A mr TS JRRRRTY: |

T el e i e e e Bt - bl e mllh 2 ilien B T ‘l-r”_\rn‘l
B g 4 g 4 e B! L!.t_llhm 11 e grulthes b g bane®l

o TP AP PLE P TL S TP TY (I TR IS Spees USRS H 0 QRETER) ST
L T o - e T |.J‘JL\J-| 1 Ih ml
2 O O T P mpl}q LR l}’}1"-? ilx I ey e PI'I-[ sulhp flmm.
_h.l_._ I lm’,ﬁ-ﬂ:{;}ﬁ lall.1L[LﬂD-_' 11 _h:"\_“]‘hﬂ _.,-ul" il £ _I"Juil'l"' | v
A e i i inan it et A Lo S oy Detalaen 2 g (L spaadia ™ ke lhal

[T 7 o S — S 107 s IE T AT R o1 W TRt LT
N vrwimr L end B togal sibd 4 ool it dnogaly
R e B o e B2 2 o s 4 i 2 AN 0 4 0 i e i B & B P e =R § T ‘Sﬁ‘! d"?'lr
U — i e mmmme— “emnrrn ey D g ol Eayp gy g ipadin ™l

[ R PP S — 1 ) el J*JD'J'-HI_'mquI‘f h‘” L'} 2 ey -!..Lh.LI:q‘_ll&



INTRODUCTION

Prioritization and selection of roads projects has been a
topic of regular and frequent interest among legislators.
Historically, this interest has been generated by the amount
of funding received by the Nebraska Department of Roads
(NDOR) and the importance of this resource to Nebraskans.
In 2011, it was heightened by the passage of LB 84 as a
funding mechanism for construction of capital
improvement projects.

In January 2012, the Legislative Performance Audit Com-
mittee (Committee) directed the Legislative Audit Office
(Office) to conduct a performance audit of NDOR, focusing
on the project selection, prioritization and funding process.
Specifically, the Committee directed the Office to answer
the following questions in March 2012:

i What is NDOR's organizational structure and how
does it compare to those of other states?

5, What are the different types of projects NDOR se-
lects? What is the selection process, is there a strategic plan
for prioritization of projects, and how is each type of project
funded?

3, Are projects completed as prioritized?

4. How does NDOR create and maintain transparency
to the public in its project selection and funding process?

Sections I through IV of the report discuss each of these
questions.

We conducted this performance audit in accordance with
generally accepted government auditing standards. Those
standards require that we plan and perform the audit to ob-
tain sufficient, appropriate evidence to provide a reasonable
basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on
our audit objectives. The methodologies used are described
briefly at the beginning of each section, with further detail
included in the appendix.

We appreciate the cooperation and assistance of NDOR
staff and external stakeholders during the audit.
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SECTION I: NDOR and Other State DOT Structures

In this section, we describe the Nebraska Department of Road's
(NDOR's) organizational structure and compare it to the structure
of departments of transportation (DOT) in other states. To do this,
we reviewed relevant statutes, materials provided by NDOR, and a
recent national report on state transportation departments. We
conclude the section with a discussion of two recent reports that
examined or applied performance measurements for state highway
systems nationwide.

NDOR Purview

Broadly speaking, NDOR is responsible for Nebraska's highway,
bridge, rail, and public transportation programs. This audit fo-
cuses on the department's responsibility for the state highway sys-
tem, which consists of major roads including Interstate 80, the
United States highways, and an expressway system.

NDOR Structure

By law, NDOR is generally responsible for the construction, main-
tenance, protection, and control of the state highways. State law
also obligates NDOR to develop specific, long-range plans for the
state highway system. Statute confers on the NDOR Director-State
Engineer — who is appointed by the governor and approved by a
majority vote of the legislature — full control of the department.
The NDOR administrative hierarchy also includes two deputy
directors and 16 division heads. (See Organizational Chart on

page 2.)

NDOR divides its responsibilities into eight geographic districts.
The district offices, administered by district engineers, are respon-
sible for state highway maintenance and construction within their
boundaries. Each of the eight districts has one member on the Ne-
braska Highway Commission; the Director-State Engineer is the
ex officio ninth member, who only votes in the case of a tie.

Among other statutory duties, the Highway Commission conducts
studies and investigations, advises the Director in the es-
tablishment of broad policies, holds regular public meetings
statewide, and advises the public about NDOR policies, conditions
and activities. The Highway Commission also provides the public a
forum to voice its concerns about roads issues.



Transportation Department Structures in Other States

Like NDOR, transportation departments in other states are execu-
tive branch agencies. In most states, departmental leadership is
appointed by the governor with the consent of the legislature.’
However, in eight states, the governor appoints the transportation
director without legislative involvement, and in six states, the gov-
ernor appoints transportation commission members with no for-
mal input from lawmakers. In a handful of states, the legislatures
alone, or particular legislative officers, decide some of the leader-
ship appointments.

NDOR also has a few features unlike those in other states. In every
other state, the upkeep and construction of state roads and bridges
are the responsibility of transportation departments—Nebraska is
the only state that fulfills those responsibilities through a depart-
ment of roads. The difference in agency names reflects the fact
that nearly every state DOT oversees major modes of transit in ad-
dition to highway travel. For example, most states have aviation
divisions within their DOT, but Nebraska has a separate Depart-
ment of Aeronautics.

Nebraska is also in a distinct minority in the role played by its
highway commission. In 28 states, the directors share administra-
tive authority with highway commissions. Only three states, in-
cluding Nebraska, have advisory-only highway commissions. The
remaining 19 states have no commissions; the directors have sole
authority over the agencies.

Finding: The structure of NDOR is unlike most other states’
transportation departments in these ways: (1) it does not include
all modes of transportation; and (2) of the 31 states that have a
highway commission, Nebraska is one of only three states with
an oversight board that is advisory only.

AASHTO and Reason Reports

In the course of our research on transportation department struc-
tures, we reviewed two studies that involved comparing trans-
portation system performance between the states. Although the
scope statement for this audit did not direct us to compare Ne-
braska's performance to that of other states, we believed these re-

1 The various states refer to transportation department chief executives as directors, commissioners or secretaries. This
section uses “director” to refer to all three titles.



ports were of sufficient interest to legislators to include a brief
mention of them.

The reports examined the state highway systems as a whole, but
with different purposes. The 19" Annual Report on the Perfor-
mance of State Highway Systems, published by the Reason Foun-
dation (Reason Report), used 11 performance indicators to rank
the 50 states on how well they were managing their roads overall —
i.e. their costs versus effectiveness ratios — by comparing their
performance indicator scores against their highway system bud-
gets on a per mile basis. For example, Nebraska rated fifth in the
Reason Report in overall management. The state also rated in the
top 10 in lowest administrative disbursement per mile, lowest
total disbursement per mile ($63,369 compared to the national
average of $145,127), and in urban interstate pavement
conditions. In addition, Nebraska was among 22 states that
reported zero percent of rural interstate miles in poor condition.

In contrast, the State DOT Comparative Performance Measure-
ment: A Progress Report, published by the American Association
of Highway and Transportation Officials (AASHTO Report), is an
update on national efforts to develop a common set of assessment
tools for states to compare their highway systems to those of their
peers. The AASHTO Report cautions that because of limitations in
existing performance measures, cross-state comparisons “must be
made with caution.”

These two reports reflect differences in the field regarding the ap-
propriateness of comparing states' performance. Because of this,
we also suggest policymakers use caution in relying on such com-
parisons.



SECTION II: NDOR Project Funding and Prioritization

In this section we discuss project funding sources, and the types of
projects that are under the authority and responsibility of NDOR.
We also describe the project selection and prioritization process.
To address these topics we reviewed NDOR documents and publi-
cations, state statutes and legislative histories, and interviewed
NDOR officials.

We begin with a general description of funding sources.
Funding

In FY2011-12, NDOR had total revenues of $721 million, made up
primarily of state funds (55%), followed by federal funds (42%).
About $622 million was spent on the maintenance, upgrading and
expansion of the approximately 3,500 state bridges and 10,000
miles of state roads.

Federal funds are comprised of user revenues paid into the Federal
Highway Trust Fund. Approximately 90 percent of these revenues
are derived from federal gasoline and diesel fuel taxes. The money
is returned to the states through a reimbursement program in
which the states use their own revenues and then bill the federal
government.

State funds are comprised mostly of dollars from: fuel taxes (65%);
sales taxes on new and used motor vehicles and trailers (23%); and
motor vehicle registration fees (9%). According to a recent leg-
islative report, Nebraska relies on the fuel tax more than other
states. Since fuel tax revenue has declined in recent years due to
decreased fuel demand and more fuel efficient vehicles, the state's
reliance on this funding mechanism has created a fiscal deficiency.

In 2011, the Nebraska Legislature passed LB 84, which included a
mechanism to make possible larger investments in the state roads
infrastructure. The bill created the state highway capital improve-
ment fund, financed with bonded debt and a portion of state sales
tax receipts.

According to NDOR, most projects are funded using a combina-
tion of state and federal funds. NDOR tries to maximize the use of
federal funds, which are more likely to be designated for certain
types of projects than are state funds.



Project Types

NDOR separates state highway system projects into two broad
categories: asset preservation; and capital improvement.” Gener-
ally speaking, asset preservation projects serve to maintain exist-
ing roads, bridges and related structures. In contrast, capital im-
provement projects involve major improvements and usually in-
crease road traffic capacity. According to NDOR, the project type
designations are made by consensus of a group consisting of the
district engineers and representatives of the department's program
management, roadway design, and planning and programming di-
visions.

NDOR has long considered asset preservation its priority class of
highway system projects. In 2008, the NDOR Funding Distribu-
tion Team recommended that capital improvement projects re-
ceive funding only after all preservation needs have been met.

During the 2010 legislative session, the Legislature responded by
statutorily requiring NDOR to prioritize asset preservation
projects. However, as mentioned previously, the following year the
Legislature recognized the need to increase funding for capital
improvement projects, with the passage of LB 84 which required
that at least 25 percent of the state highway capital improvement
fund be spent on the expressway and federally designated highway
corridors.

The remaining money is to be used “for surface transportation
projects of the highest priority as determined by the department.”
Both the legislative history and the statutory language reflect the
Legislature's intent that NDOR have broad authority to spend
these funds on new construction or maintenance projects. During
the course of this audit, NDOR officials stated that they believed
the Legislature's intent was that initially funds not dedicated to
completion of the expressway (75%), would be spent on capital
improvement projects.> However, in the future, funds could be
spent on either capital improvement or asset preservation
projects.

Finding: Both the legislative history and the statutory language
reflect the Legislature's intent that NDOR have broad authority

NDOR also identifies a third type of project that is an “intermediate step between asset preservation and capital
improvement” called “3R” or rehabilitation, restoration and resurfacing. Because in the course of this audit, NDOR staff
identified this as a type of asset preservation, it is not dealt with as a separate category in this report.
The expressway is a 600-mile road system begun in 1988. About 425 miles of the road is completed.



to spend these funds on new construction or maintenance
projects.

Project Selection and Prioritization

One of the scope questions for this audit asked whether there is a
strategic plan for prioritization of NDOR projects. Although not
specifically designated as a strategic plan, NDOR is required by law
to develop a “long-range” six-year plan that identifies and estab-
lishes need-based priorities of highway, road and street improve-
ments. By law, NDOR must also develop a one-year plan contain-
ing specific improvements for the current year. In practice, the
department meets these requirements by annually adopting one
plan for the current fiscal year and another plan that covers the
next five fiscal years. These plans, or “programs” as they are re-
ferred to by NDOR, consist of both asset preservation and capital
improvement projects.

The responsibility for prioritization of asset preservation projects
is shared between NDOR administration and the district engi-
neers, while prioritization of capital improvement projects is pri-
marily the responsibility of NDOR administration. The role of the
Highway Commission in this process is to communicate public
input. Following is a description of each of these processes.

Asset Preservation Selection and Prioritization Process

NDOR uses slightly different processes to prioritize asset preser-
vation projects for roads and bridges. The roads' assessment
process begins with a statewide, pavement inventory during which
NDOR staff create a video-log of all road and bridge pavement to
identify the severity of cracking and deterioration, and ride qual-

ity.

Staff enters data from the video-log, along with other information,
into a software program (the Pavement Optimization Program, or
POP), which estimates the total cost of preservation projects
statewide. NDOR's current goal is that 84 percent of the highway
system miles will be rated good or in very good condition.

NDOR distributes funds to the engineering districts based on the
amount of money needed by each to reach the Nebraska Service-
ability Index (NSI)* rating goal. According to NDOR, the total cost

4 A scale of zero to 100 of observed, pavement surface distress.



of all preservation projects always exceeds the amount of money
available, so the funds are disbursed on a percentage basis. For
example, if one district has 10 percent of the need, and NDOR has
$200 million in allocated preservation funds, then the district
would receive $20 million.

Each district then prioritizes its projects, using POP data, and con-
sidering factors such as pavement and bridge conditions, traffic
volumes and congestion, accident rates, and input from the public
and NDOR central office. According to NDOR, because there is
never enough money to address all highway system needs, district
engineers sometimes have to do maintenance or asset
preservation work until adequate funding for larger projects be-
comes available. Cost-prohibitive projects are sometimes delayed
for this reason.

Inspection and preservation of bridges diverges somewhat from
the asset preservation process for roads. NDOR staff collect
pavement data during the yearly summer inventory, but also an-
nually inspect fracture-critical, i.e. high-priority, bridges. Every
two years, bridge staff inspect all other state bridges for adequacy
and structural soundness.

Based on conclusions drawn from these considerations, NDOR
staff compile one and five year project lists.

Capital Improvement Selection and Prioritization Process

NDOR uses a user cost-benefit analysis tool to rank capital im-
provement projects. The tool applies two tiers of scrutiny to pro-
posed projects. In the Tier 1 stage, NDOR personnel weigh the di-
rect user benefits of a potential project, such as travel time costs,
operating costs, motorist safety, engineering costs and project
need. The Tier II stage ranks projects according to their indirect
benefits and also weighs the importance of a potential project to
the entire state. Staff conducting a Tier II analysis consider,
among other factors, whether a proposed project already has dedi-
cated state funds, earmarks or local funds; the degree of public
support or opposition; and the potential economic and environ-
mental benefits derived from construction of the road.

NDOR converts the information from each tier into comparable
form (monetary value and points, respectively). Projects with the
highest scores receive the highest prioritization.



LB 84 Capital Improvement Projects

Prior to passage of LB 84, capital improvements were, as a matter
of NDOR practice and of state law, subordinate to highway system
preservation projects and, generally received funding only as
money for system expansion became available. In practice, this
has meant NDOR has commenced few capital improvement
projects in recent years.

NDOR used its 2010 capital improvement project rankings as a
base for prioritizing projects to be completed using the new LB 84
funds. The rankings were in groups of years: 2014-2015; 2016-
2019; and 2020-2023, because many projects cannot be com-
pleted in one year. NDOR began the process by adding federally
designated highway corridors to the list because the department
historically had not included these projects in the rankings. Por-
tions of the expressway that had been eliminated from considera-
tion because of lower average daily traffic (ADT) counts were also
added.’

In addition to the user cost-benefit tier analysis described previ-
ously, NDOR also gave weight to the following considerations in
ranking LB 84 projects: deliverability; right-of-way issues; main-
taining a fair, statewide distribution of LB 84 funds; and whether
any projects could be re-classified as asset preservation. Depart-
ment staff involved in the prioritization stated that creation of an
exact ranking formula was impossible because (among other dy-
namics) public input and pavement conditions frequently change.
According to NDOR, the capital improvement projects are
prioritized by consensus of a group consisting of the Director-State
Engineer, the deputy directors and the project delivery team.®

Because there is some subjectivity to this process, we interviewed a
selection of potentially interested parties to find out if they be-
lieved NDOR's decisions were primarily needs-based or if they be-
lieved that external influences, such as pressure from elected offi-
cials, played a significant role in project selection. Specifically, we
interviewed the immediate-past NDOR Director-State Engineer,
district engineers from all eight districts, the highway commission-

5 These segments were removed pursuant to a System Preservation Optimization Team (SPOT) recommendation that

6

expressway segments register at least 10,000 to be warranted.

The project delivery team included the Director, the Deputy Director of Operations, the Deputy Director of Engineering,
the Roadway Design Engineer, the Planning and Project Development Engineer, the Right-of-Way Manager and Program
Management Engineer.

10



ers from districts two, five, and six,” and two representatives of ex-
ternal stakeholders: the Association of General Contractors
(AGCNE) and the Association of County Officials (NACO).?

Former Director-State Engineer, Monty Fredrickson, in testimony
at a 2011 joint hearing of the Legislative Transportation and
Telecommunications and Appropriations Committees, stated that
90 percent of all roads projects (not just capital improvement
projects) are selected based on need. The remaining 10 percent
refers to other more intangible or unpredictable factors, such as de-
liverability, permit issues and public opinion about a project. How-
ever, he described the public pressure he has received over his 20
year tenure at NDOR as “miniscule.”

In terms of external influence regarding selection of capital im-
provement projects, the Director also could not cite a situation
where he had been pressured to select or prioritize a certain project
by an elected official. According to the Director, the process is
mostly data-driven, with the exception of factors such as deliver-
ability and funding, which cannot be programmed into a formula.
He stated that it is not always possible for NDOR to choose roads
projects solely based on needs.

The other stakeholders interviewed generally acknowledged the ex-
istence of political pressures, but the consensus among them was
that the NDOR project selection and prioritization process is pri-
marily needs-based and fair. Some district engineers and highway
commissioners stated they had received political pressure on a par-
ticular project, e.g., being contacted by a mayor or senator, and re-
ferred them to NDOR Central Office. Others simply treated this
type of contact like any other comment from a member of the pub-
lic. No one we talked to cited any evidence that a project's prioriti-
zation had been significantly influenced by factors outside the
needs assessment process.

Finding: NDOR states that it prioritizes projects primarily based
on relative need, while acknowledging that in a small number of
cases other factors play a role. Stakeholders we interviewed
agreed with this assessment.

7  We selected these three districts because they geographically represent both urban and rural areas of the state. District
Six is centrally located, District Five is located in the west and District Two is located in the east and includes the city of
Omaha. Additionally, the current Chair of the Highway Commission is located in District Six and the Vice Chair in
District Two.

8 The Nebraska League of Municipalities was also contacted but did not respond to our requests for an interview.
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SECTION III: Are Projects Completed as Prioritized?

In this section, we report the results of our analysis of whether the
Nebraska Department of Roads (NDOR) completes projects as pri-
oritized. Specifically, we analyzed (1) whether projects on the one
and five year programs are outsourced to contractors (i.e. let for
bid) during those periods and (2) whether the projects being let are
being completed. We also report on factors that delay project com-
pletion. Qur evaluation is based on our review of NDOR publica-
tions, interviews with NDOR staff and analysis of NDOR data.

Before presenting the results of our analysis, we describe the types
of projects from the most recent completed one year program.

Types of Projects

To give an example of the types of projects NDOR plans for a given
year, we reviewed the completed one year program for FY2011-12.
That program contains 200 improvements in 143 projects. Most
projects contained a single improvement, although some con-
tained as many as three improvements.

More than half (104) of the improvements were made to increase
rideability and roadway strength through either resurfacing alone
(adding a layer of surfacing material to an existing hard-surfaced
roadway), or resurfacing combined with milling (grinding, remov-
ing and replacing the top layer of asphalt). Of the remaining 96
improvements, the most frequent types were made to bridges (21)
and culverts (11); followed by many types of improvement that oc-
curred infrequently.

These figures are reflected in the pie chart below. The “Other”
category contains improvements that occurred fewer than five
times during the year. (See Appendix for more detail on the items
in that category.)
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FY 2012 Types of Improvements

. gMicrosurfacing ; 5
Install Cameras; 7 Af"_'_g@a,t& g

Grading;7__ 4"
Culverts; 11__ A

Resurfacing; 71

Other; 39

Bridge; 21 - “ Mill, Inlay; 33

Source: Graph prepared by the Legislative Audit Office using NDOR data.
Analysis: Projects Delivered to Letting

As discussed in Section II of this report, NDOR is required to pri-
oritize projects on both a one year and a five year program, which
together are the six year plan required by statute. NDOR annually
reports the percentage of projects that were delivered to letting
from the one year program and the five year program in their Per-
Jformance Measures publication.

There is no statutory goal for the number of projects contained in
either program that will, in fact, be delivered to letting. NDOR has
established goals of 80 percent for the five year program and 100
percent for the one year program. The lower rate for the longer
plan reflects the reality that more factors can change over the
longer period of time, causing more projects to be delayed or re-
moved from the program entirely. Further, NDOR states that its
policy is to over-program—that is, to prioritize more projects than
it expects to be able to let—to a small extent, in order to be pre-
pared for any additional, unanticipated funds it might receive.

Five Year Program

NDOR has used the goal of delivering 80 percent of the projects on
the five year program to letting within five years since 2005. Prior
to that, the goal had been 65 percent but after exceeding it for
several years, NDOR raised it to 80 percent.

NDOR did not meet that goal for eight of the 10 five year programs
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since 1997. For those years, letting rates ranged from 57 percent to
77 percent. However, NDOR exceeded the goal for the programs
published in 2000 and 2001, delivering 85 percent and 82 percent
to letting respectively.

The numbers of projects and percentages delivered to letting are
shown in Table 1.

_féble 1: Projects in thé Five Year Pr;igram G
Five Year "Publication Number of Nﬁ-ﬁber of Percentage
Program Year of Five | Projects in the Projects of Projects

Time Period Year Program* Delivered Delivered

' Program =

' 1998-2002 1997 428 329 7%
1999-2003 1998 406 312 7%
2000-2004 1999 472 351 74%
2001-2005 2000 408 345 . 85%

 2002-2006 2001 412 337 82%

' 2003-2007 2002 363 277 76%
2004-2008 2003 346 252 73%
2005-2009 2004 312 214 69%
2006-2010 2005 347 197 57%
2007-2011 2006 342 215 63%

Total 3836 | 2829 74%

Source: Nebraska Department of Roads (NDOR), Performance Measures: A Performance
Based Transportation Agency, October 2011
*Number does not include projects that were removed from the original program by NDOR

The delivery percentage rates for the districts' five year programs
have dropped in recent years, from 79 percent to 68 percent. While
this may be attributed in part to reduced resources during recent
years, NDOR seems to have taken that into account by including
fewer projects in the five year programs since 2002—a total of
1,710 compared to 2,126 in the earlier period. Despite having fewer
projects prioritized, the percent of projects delivered to letting was
still lower—68 percent in the more recent period compared to 79
percent in the earlier period.

These figures are shown in Table 2 and Table 3.
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Téble 2: Five Yéar Program:”
From 1999-2002 through__2002-2006

Five Year :Publication' l Number of | Number of Percentage of
| Program Year of Five Projectsin Projects Projects Delivered
Time Year the Delivered
Period Program Program*
11998-2002 1997 428 329 77%
1999-2003 1998 406 312 77%
2000-2004 1999 472 351 74%
2001-2005 2000 408 345 85%
 2002-2006 2001 412 337 82% B
Total 2126 1674 79%

Source: Nebraska Department of Roads (NDOR), Performance Measures: A Performance
Based Transportation Agency, October 2011

*Number does not include projects that were removed from the original program by NDOR

Table 3: Five Year Program:
From 2003-2007 through 2007-2011
| Five Year | Publication |Number of | Number of Percentage of
Program | Year of Five |Projectsin| Projects |Projects Delivered
Time Year the Delivered
Period Program | Program¥*
2003-2007 2002 363 277 76%
2004-2008 2003 346 252 73%
2005-2009 2004 312 214 69% B
2006-2010 2005 347 197 57%
12007-2011 2006 342 215 63%
Total 1710 1155 68%

" Source: Nebraska Department of Roads (NDOR), Performance Measures: A Performance
Based Transportation Agency,; October 2011
*Number does not include projects that were removed from the original program by NDOR

Finding: In six of the last 10 years, NDOR has come within ap-
proximately ten percent of meeting its stated goal of delivering
80 percent of projects on the five year program to letting. How-
ever, the average number of projects delivered to letting has
dropped in recent years.
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One Year Program

The five year program reflects future projects, while the one year
program reflects the projects NDOR expects to actually let for bid
in a given year. To assess whether NDOR has met its goal of deliv-
ering 100 percent of these projects to letting, we compared the
number of projects in the one year programs to the number actu-
ally let for bid for the 10 years from FY2001-02 to FY2010-11. In
those years, NDOR did not let 100 percent of the prioritized
projects in any single year. However, it came within five percent of
that goal in six of the years, and within eight percent in three oth-
ers.

The only year that the letting rate was noticeably lower was 2010.
According to NDOR, this drop in projects delivered to letting was
caused by the receipt of unexpected stimulus funds from the fed-
eral government which had to be spent in a short amount of time.
NDOR used these funds to complete a number of previously un-
funded capital improvement projects, which pushed back the de-
livery of several projects that had been on the one year program.

The numbers of projects and percentages delivered to letting are
shown in Table 4.

Table 4: Projects in the One Year Program

Fiscal :; Number of Projects Nuni-ber of Percéntage of

Year in the Program* | Projects Delivered | Projects Delivered

2002 161 | 160 B 99%

2003 157 14 98%

2004 175 170 97%
2005 109 107 98%

2006 129 119 92%

2007 124 117 94%

2008 113 ' 106  94%

2009 142 ' 136 %% |

2010 160 138 86%
2011 144 T D 96%

Source: Nebraska Department of Roads (NDOR), Performance Measures: A
Performance Based Transportation Agency, October 2011
*Number does not include projects that were removed from the original program by NDOR
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We also reviewed the letting rate for each individual district for the
most recent complete fiscal year. As with the analysis of the dis-
tricts' five year programs, this breakdown shows a slightly different
picture than the state-wide figures. In FY2010-11, four districts de-
livered 100 percent of their projects to letting, while two districts
delivered 88 percent. (However, the lower percentages reflect a
very small number of projects—three in one district and one in the
other.) The remaining two districts delivered 93 percent and 97
percent respectively.

The numbers of projects and percentages delivered to letting are
shown in Table 5.

Table 5: Fiscal Yea.r 2011 . _

Percentage of Projects in the One Year Program

Delivered to Letting by District

Numi-)er of

District | Number of | Pet:centage of
Projects in the Projects Projects
Program* Delivered Delivered
1 34 33 - a7%
2 6 16 100% |
g o 1 7l 22 100%
4 24 21 88%
5 19 ' 19 100%
6 14 13 _ 93%
7 7 88%
8 7 g 100%
Total 144 138 96%

Source: Nebraska Department of Roads (NDOR), Performance Measures: A Performance
Based Transportation Agency, October 2011
*Number does not include projects that were removed from the original program by NDOR

According to NDOR, the most common reason a project on the one
year program is not let within the year is that the program is devel-
oped using projections of the funding the department will receive
from the federal government and the actual funds received are less
than what is projected.

We discuss further delaying factors below.
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Finding: In six of the last 10 years, NDOR has come within five
percent of meeting its stated goal of delivering 100 percent of
projects on the one year program to letting. In addition, while
some districts have delivery-to-letting percentages of less than 9o
percent, the actual number of projects reflected in those percent-
ages is very small.

Reasons Projects are not Delivered for Letting as Priori-
tized

According to NDOR, there are many reasons why projects are de-
layed. Examples of these include:

» federal funding for a project may not come through as
anticipated,

» unexpected needs for further right-of-ways;

» endangered species or other environmental issues (for ex-
ample, wetlands mitigation);

* coordination of right-of-way acquisitions with tribal
governments; or

* new public concerns develop.

Additionally, some aspects of a project may simply take longer
than NDOR could have anticipated, such as condemnation or
right-of-way proceedings or railroad easements.

Projects can also drop off the five year program entirely, due to
changing traffic needs (for example, the average daily traffic of a
stretch of highway may drop so further work on the road is no
longer necessary) or a city may complete a project fully using its
own funds rather than waiting for NDOR funding.

Analysis: Projects Being Completed as Prioritized

In order to analyze whether NDOR is actually completing projects
as prioritized (as opposed to letting the projects out to contract),
we looked at the statewide one year program from FY2006-07 to
determine what projects have been completed to date. We selected
the program from five years ago to ensure enough time had passed
for most projects to be completed.

As of the writing of this report in October 2012, of the 152 projects
prioritized, 142 projects have been completed.® This represents 93

9 According to NDOR, this number is different than the FY2007 number on Table 4, as the number on Table 4 does not
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percent of the projects on the FY2006-07 one year program. Ac-
cording to NDOR, of the 10 projects that have not been completed,
all have been removed from prioritization for the following
reasons: eight were canceled entirely; one is being let by the
county instead of the state; and one was combined into another
project to be completed in the future.

Finding: Most of the projects on the FY2006-07 one year pro-
gram were completed as prioritized and most were completed
within one year.

We also calculated the amount of time it took for the projects to be
completed and found that the overwhelming majority (79%) were
completed in less than one year. The breakdown is shown in the
pie graph below.

Time to Complete Projects from FY 2006-07

More than 48
maonths

37 to 48 months

25 to 36 months

13 to 24 months

12 months or less

Source: Graph prepared by the Legislative Audit Office using NDOR data.

include projects that were withdrawn or killed, or projects that are on their second year of funding.
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SECTION IV: Transparency to the Public

In this section we report the results of our analysis of how the Ne-
braska Department of Roads (NDOR) creates and maintains trans-
parency to the public in its project selection and funding process.
Our evaluation is based on interviews with NDOR staff, the High-
way Commission, and external stakeholders; and our review of
NDOR publications, the NDOR Web site, and the Web sites of se-
lected other states' transportation departments.

Opportunities for Public Input and Involvement

NDOR provides numerous ways for the public to communicate
with the Department regarding roads projects. Perhaps the most
visible ways are through Highway Commission meetings and pub-
lic hearings. The Highway Commission is responsible for advising
the public about the policies, conditions and activities of NDOR.
Meetings are held at least six times a year, in addition to hearings
held on major projects within each district. Anyone may speak at a
highway commission meeting. Public hearings are held for projects
which have significant impact, e.g., expressway development, and
address issues such as relaxation of standards, corridor studies,
project development and roadway design.

District Surface Transportation Program meetings are held in each
of the eight districts biennially. Every two years, each district
jointly meets with the highway commission. This joint meeting
serves as a public hearing for purposes of input to future project
programming, district needs and other public surface
transportation concerns. Additionally, NDOR's one and five year
programs are presented along with the State Transportation
Improvement Program (STIP).'® NDOR holds public information,
open houses and hearings throughout the year on a variety of
topics such as strategic planning, public transit planning, highway
corridor studies, wetland/environmental issues and change of
location or design plan.

Other public participation opportunities are: informal meetings
with NDOR staff," Statewide Long Range Transportation Planning

10 A four year listing of projects for which federal funding is proposed. The STIP is a programming tool approved annually
and that is developed through a cooperative effort with the metropolitan planning organizations of Omaha, South Sioux
City and Lincoln.

11 These meetings can be by appointment, or walk-ins to NDOR offices for individuals or small groups. These often occur
when conditions change which affect a particular project.

20



meetings to develop the state's Long Range Transportation Plan,*
and Board of Public Roads Classifications and Standards meetings.
This body meets 10 times annually and oversees annual construc-
tion planning and fiscal reporting for state and local highways,
roads and streets, as well as the application of minimum design,
construction and maintenance standards for public roadways.™

In addition to the opportunity to attend meetings and hearing,
members of the public have access to meeting minutes and, in
some cases, transcripts. Table 7 shows which type of public record
is kept for each meeting/hearing. All public records are available
upon request to the NDOR Communications Division.

Tab!e 7:_F_’ublic Meetings & Records Available .

Type of Meeting/Hearing Record Kept
State Highway Commission Meet- Transcript, Minutes
ings B
District Transportation Meetings Transcript
Public Information/Open House Report
Meetings -
Informal Meetings with NDOR | Individual notes, Follow up cor-
Staff ) respondence
Pre-appraisal Meetings - Report
Public Hearings for Relaxation of Report, Minutes
Standards _
Statewide Long Range Trans- Transcript, Report

portation Planning Meetings _

Board of Public Roads Classifica- Minutes
tions and Standards Meetings

12

Source: E-mail correspondence from Mary Jo Oie, NDOR Communication Direc-
tor, September 11, 2012.

Finding: NDOR provides a variety of different opportunities for
public input and participation.

The Long Range Transportation Plan, published once every five years, is an implementation plan for future
transportation development; meetings are held as often as necessary to develop the plan and meeting notices are
published on the NDOR Web site.

The standards ensure that each segment can safely handle the traffic pattern and volume it is expected to carry.
Relaxation standards hearings are held in conjunction with the Board's regular meetings.
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Web Site

Another way NDOR communicates with, and provides trans-
parency to, the public is through publication of information on its
Web site. While the information published on the NDOR Web site
is very comprehensive, in utilizing the site for this audit, and when
we compared it to the Web sites of other states' transportation
departments,'* we found the Nebraska site to be significantly less
user-friendly. Specific areas where we would suggest improve-
ments based on our review of the Web sites of these states and
NDOR, are:

* The use of more color and a larger font to make information
more readable and draw the reader's attention to specific
topics, especially information that is likely to be most
useful, and of interest to, the general public.

* Organization of information by the type of audience likely to
be seeking it, for example, the public, businesses (e.g.,
contractors, consultants, motor -carriers), government
(colleges, city, county, state, tribal and federal officials),
employees, etc.

e Creation of fewer main links from the homepage with the
included information visible without having to move the
cursor over the link. For example, Iowa's Web site has three
basic links entitled: Doing Business, Motor Vehicle, and
Travel Information; Texas' main links are: Topical
Resources, Local Information, Quick Links and What's New
and New Mexico's are: Travel Information, Business
Resources and News and Information.

¢ Design of a singular, all-inclusive “Contact Us,” section
which is prominent and visible, rather than the current “Ask
a Question or Report a Highway Concern.” Arguably, the
ability to contact a government agency is one of the most
important functions of its Web site, however, the link to
contact NDOR staff is not immediately visible and is located
at the bottom of the Web page. Additionally, Oregon has a
“How can we help?” link and Massachusetts has a “How do

14 In reaching this conclusion, we compared Nebraska's Web site to the Web sites of 10 other states. Five states—North
Dakota, Montana, Kansas, New Mexico and South Carolina—were chosen based on their ranking (1 through 4 and 6,
respectively) in overall performance by the Reason Foundation's 19™ Annual Report on the Performance of State
Highway Systems (1984-2008). The other five—Texas, Oregon, Michigan, Massachusetts and Iowa—were randomly
chosen from different geographical regions of the country.
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I?” link both of which more clearly communicate the
agency's interest in communicating effectively with the
public, as well as a willingness to assist in resolving
problems or concerns.

o Creation of one link for “Publications and Reports” and
“Public Involvement” which is accessible directly from the
homepage. The NDOR site provides this information under
one of the main topic links, but these are important and
should be immediately visible to the public. This may also
eliminate the need for some of the separate links to specific
reports or public participation opportunities.

Finding: While the information contained on the NDOR Web
site is very comprehensive, items of particular interest to the
public are difficult to identify and access.

Communication and Transparency

In the course of conducting this audit, legislative audit staff
requested and received a multitude of data and information.
Likewise, and as discussed above, the NDOR Web site provides an
enormous amount of valuable information to the public. From this
we concluded that NDOR has a great deal of information and is
willing to share it.

Where NDOR falls short, is in its ability to communicate these
often inherently complex issues to the public, particularly when
projects involve the “10 percent” factors referred to by the NDOR
Director in his joint hearing testimony. If there was any feedback
that could be characterized as negative from our interviews with
the highway commissioners and external stakeholders, it was that
NDOR's communication needed improvement, particularly when
projects get reprioritized. While explaining these issues may be
more difficult, especially to an audience not comprised of roads'
experts, NDOR staff must remember that the agency receives and
manages an extremely large pool of money for an important
resource to all Nebraskans. Good communication about how this
money is spent is vital.

Finding: NDOR has a wealth of program information available
that it makes available to the public. Where NDOR falls short is in
its ability to communicate these often inherently complex issues
to the public.
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Appendix: Other Types of Improvements

As noted in Section IIT of the report, this appendix provides the list
of the types of improvements that fall into the “other” category on
the pie chart. There were 39 total types of improvements that fell
into this category. The definitions are from the Nebraska Depart-
ment of Roads' Nebraska Surface Transportation Program Book:
Fiscal Years 2012-2017, except as noted below.

4 — Joint Seal (The replacement of the seal at the transverse and
longitudinal joints in concrete pavements with a hot-pour type
sealer.)

4 — Crack Seal (The sealing of random and reflective cracks in con-
crete and bituminous pavements with a hot-pour type sealer.)

3 — Fog Seal (A light application of a diluted slow-setting asphalt
emulsion to the surface of an aged pavement surface.)

2 — Concrete

2 — Surfacing (Hard surfacing, either concrete or bituminous.)

2 — Viaduct (Structure over a railroad or other roadway.)

2 — Anti-Icing System

1 — Grinding (Diamond grinding to smooth the surface of a con-
crete pavement.)

1 — Surfaced Shoulders (Hard surfacing the shoulders of an existing
or new hard-surfaced road. May include minor grading and struc-
ture widening.)

1 — Urban (Construction of divided or undivided curbed roadway in
an urban area. May include grading, structure and incidental

work.)
1 — Turn Lanes
1 — Widen

1 — Municipal Resurfacing
1 — Replace Dynamic Message Signs
1 — Wetland Bank

1 — Landscaping

1 — Joint Repair

1 — Shoulder Repair

1 — Intersection

1 — Traffic Signals

1 — Curb Ramps

1 — High Mast Towers

1 — Structure Removal

1 — Repair

1 — Right-of-way

1 — Drainage

1 — Signing
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III. Fiscal Analyst's Opinion
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IV. Background Materials
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BACKGROUND MATERIALS

The “background materials” provided here are materials (in addition to the Office’s re-
port) that were available to the Committee when it issued the findings and recommen-
dations contained in Part I of this report. They include:

> the Office’s draft findings and recommendations (provided for context);
> the agency’s response to a draft of the Office’s report; and
> the Legislative Auditor’s summary of the agencies’ response.
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Draft Findings and Recommendations

The following are the Legislative Audit Office's findings and
recommendations for this report.

Section I: NDOR and Other State DOT Structures

Finding #1: The structure of NDOR is unlike most other states’
transportation departments in these ways: (1) it does not include
all modes of transportation; and (2) of the 31 states that have a
highway commission, Nebraska is one of only three states with an
oversight board that is advisory-only.

Recommendation: If the Committee believes there would be a
benefit in having a highway commission that shares policy-making
responsibility with Director-State Engineer, it should consider
introducing legislation to change the commission's role.

Section II: NDOR Projects Funding and Pri-
oritization

Finding #2: Both the legislative history and the statutory
language reflect the Legislature's intent that NDOR have broad
authority to spend these funds on new construction or
maintenance projects.

Recommendation: If it was not the Legislature's intent that
funds not dedicated to the completion of the expressway be used
for both new construction and maintenance projects, then it
should consider introducing legislation to clearly state that these
remaining funds be used only for capital improvement projects.

Finding #3: NDOR states that it prioritizes projects primarily
based on relative need, while acknowledging that in a small
number of cases other factors play a role. Stakeholders we
interviewed agreed with this assessment.

Recommendation: If the Committee is concerned about the
non-need based factors considered by the department in
prioritizing projects it should consider introducing legislation that
sets forth the factors it believes are appropriate and how they
should be considered in relation to need.



Section III: Are Projects Completed as Priori-
tized?

Finding #4: In six of the last 10 years, NDOR has come within
approximately ten percent of meeting its stated goal of delivering
80 percent of projects on the five year program to letting.
However, the average number of projects delivered to letting has
dropped in recent years.

Finding #5: In six of the last 10 years, NDOR has come within
five percent of meeting its stated goal of delivering 100 percent of
projects on the one year program to letting. In addition, while
some districts have delivery-to-letting percentages of less than 90
percent, the actual number of projects reflected in those
percentages is very small.

Discussion: In the absence of statutory goals for the percentage
of projects delivered to letting, the department has established its
own goals, which appear reasonable. In addition, in the last 10
years the department has come close (between 5 and 10 percent) to
meeting them.

Recommendation: If the Committee is satisfied with the
department's goals and progress toward them, no action is needed.
If the Committee has concerns about the department's goals, it
should consider establishing goals in statute.

Finding #6: Most of the projects on the FY2006-07 one year
program were completed as prioritized and most were completed
within one year.

Recommendation: If the Committee is satisfied with the
department's project completion rate, no action is needed. If the
Committee has concerns about the length of time it is taking for
projects to be completed, it should consider establishing goals in
statute.

Section IV: Transparency to the Public

Finding #7: NDOR provides a variety of different opportunities
for public input and participation.



Finding #8: While the information contained on the NDOR Web
site is very comprehensive, items of particular interest to the
public are difficult to identify and access.

Recommendation: NDOR should modify its Web site to make
information of interest to the public easier to find. Web sites from
other states' transportation departments described in this report
could provide examples of relatively simple changes that would be
very helpful.

Finding #9: NDOR has a wealth of program information
available that it makes available to the public. Where NDOR falls
short is in its ability to communicate these often inherently
complex issues to the public.

Discussion: We believe the public generally, and policymakers
specifically, would benefit from better communication from
NDOR, especially about projects that are prioritized based on
factors other than need. Although such projects appear to be few in
number, interest in them may be high.

Recommendation: NDOR should identify staff who can
improve its communication with the public and policymakers
especially as it relates to projects that are prioritized based on
factors other than strictly need.
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November 8, 2012

Ms. Martha Carter
Legislative Auditor
Legislative Audit Office
P.O. Box 94945
Lincoln, NE 68509

Dear Ms. Carter:

On behalf of the Nebraska Department of Roads (NDOR), | thank the Legislative
Performance Audit staff for their hard work, diligence, and patience in understanding and
evaluating our complex activities. We are also appreciative of the opportunity to provide
substantive feedback to the team’s findings and recommendations.

In general, we find the report comprehensive and descriptive of our processes and
procedures. It provides adequate information regarding project selection, prioritization and
funding. However, we disagree with some of the recommendations and maintain confidence in
the direction of our organization and its mission, as is detailed below.

Section V: Findings and Recommendations
Section I: NDOR and Other State DOT Structures

Finding #1: The structure of NDOR is unlike most other states’ transportation departments in
these ways: (1) it does not include all modes of transportation; and (2) of the 31 states that have
a highway commission, Nebraska is one of only three states with an oversight board that is
advisory-only.

Recommendation: If the Committee believes there would be a benefit in having a highway
commission that shares policy-making responsibility with the Director-State Engineer, it should
consider introducing legislation to change the commission’s role.

NDOR Response: NDOR's focus and structure are well suited for our state. Nebraskans have
valued the role of the State Highway Commission since its creation in 1953. The liaison
responsibilities of the Commission have well represented the public voice and have played a key
role in countless decisions over the years. Therefore, we do not recommend changes to the
Commission’s roles and responsibilities.

Section {l: NDOR Projects Funding and Prioritization

Finding #2: Although it appears that the Legislature intended L.B 84 funds to be usgd primarily
for capital improvement projects, the actual statutory language does not reflect that intent.

An Eqguat Oppurtunityd Affirmatice Actron Emplover
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Discussion: Although the language does not reflect legisiative intent, the department's current
leadership has pledged to use the funds as the Legislature intended.

Recommendation: If the Committee wants to ensure that future interpretations of the relevant
language do not conflict with legislative intent, it should consider introducing legislation to clearly
state that 75 percent of LB 84 funds not already dedicated be dedicated to capital improvement
projects.

NDOR Response: We believe that Neb.Rev.Stat. §38-2704 provides much needed flexibility and
clear direction which enhances the selection of projects based on highest needs. The statute
defines surface transportation projects as expansion or reconstruction of roads or bridges which
are part or will be part of the State Highway System.

Finding #3: NDOR states that it prioritizes projects primarily based on relative need, while
acknowledging that in a small number of cases other factors play a role. The stakeholders we
interviewed agree with this assessment,

Recommendation: If the Committee is concerned about the non-need based factors considered
by the department in prioritizing projects, it should consider introducing legislation that sets forth
the factors it believes are appropriate and how they should be considered in relation to need.

NDOR Response: NDOR stands behind the direction provided by Neb.Rev.Stat. §39-1365,
39-1365.01 and 39-1365.02 and believes every project selected is designed to enhance the state
transportation system. Consequently, NDOR believes no additional statuary guidance to be
required.

Section lil: Are Projects Completed as Prioritized?

Finding #4: In six of the last ten years, NDOR has come within approximately ten percent of
meeting its stated goal of delivering 80 percent on the five-year program to lefting. However, the
average number of projects has dropped in recent years.

Finding #5: In six of the last ten years, NDOR has come within five percent of meeting its stated
goal of delivering 100 percent of projects on the one-year program to letting. In addition, while
some districts have delivery-to-letting percentages of less than 90 percent, the actual number of
projects reflected in those percentages is very small.

Discussion: In the absence of statutory goals for the percentage of projects delivered to letting,
the department has established its own goals, which appear reasonable. In addition, in the last
ten years the department has come close (between five and ten percent) to meeting them.

Recommendation: If the Committee is satisfied with the department's goals and progress
toward them, no action is needed. If the Committee has concerns about the department’s goals,
it should consider establishing goals in statute.
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Finding #6: Most of the projects on the FY2006-07 one-year program were completed as
prioritized, and most were completed within one year.

Recommendation: if the Committee is satisfied with the department’s project completion rate,
no action is needed. If the Committee has concerns about the length of time it is taking for
projects to be completed, it should consider establishing goals in statute.

NDOR Response: The department strives for excellence and continuous improvement in project
delivery. From the Director-State Engineer on down, our goal is to deliver quality projects ahead
of schedule and under budget. We strive to maximize efficiencies wherever possible, and we
hold ourselves accountable through performance measures. We set challenging goals for
ourselves, knowing that we do not control all decisions that affect timely delivery of our projects.
We believe the Legislature fully supports our efforts in this regard, and we question the feasibility
and value of setting performance goals in statute.

Section IV: Transparency to the Public
Finding #6: NDOR provides a variety of different opportunities for public input and participation.

Finding #7: While the information contained on the NDOR website is very comprehensive, items
of particular interest to the public are difficult to identify and access.

Recommendation: NDOR should modify its website to make information of interest to the public
easier to find. Websites from other states’ transportation departments described in this report
could provide examples of relatively simple changes that would be very helpful.

NDOR Response: We will reevaluate NDOR's website by conducting a public users’ focus
group to identify where improvements may be made.

Finding #8: NDOR has a wealth of program information available that it makes available to the
public. Where NDOR falls short is in its ability to communicate these often inherently complex
issues to the public.

Discussion: We believe the public generally, and policymakers specifically, would benefit from
better communication from NDOR, especially about projects that are prioritized based on factors
other than need. Although such projects appear to be few in number, interest in them may be
high.

Recommendation: NDOR should identify staff who can improve its communication with the
public and policymakers especially as it relates to projects that are prioritized based on factors
other than strictly need.
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NDOR Response: We have charted a team of experts to complete a Public Invoivement Manual
and set performance measures to assess the health of our communication tools.

Finally, we have called your attention to certain errata by separate communication.

Again, we thank the Performance Audit Team for their work and appreciate the
opportunity to respond and, as always, we strive to deliver the best value for the public's
investment in a safe, reliable and affordable manner.

Sincerely,

B il D S

Randall D. Peters, P.E.
Director — State Engineer

RDP:KJ:z



Legislative Auditor's
Summary of Agency Response

This summary meets the statutory requirement that the Legislative Auditor “prepare a brief
written summary of the response, including a description of any significant disagreements the
agency has with the Section's report or recommendations.”(Neb. Rev. Stat. § 50.1210.)

On November 8, 2012, the Director-State Engineer submitted NDOR's response to a draft of
the Performance Audit Section's audit report. The director indicated that NDOR accepted the
conclusions contained in the report and made recommendations to the Legislature where
appropriate for possible future legislative action. NDOR's response also stated that it was in
the process of conducting a public users' focus group to identify potential Web site
improvements, in addition to identifying a team of experts to complete a Public Involvement
Manual and to set performance measures for its communication tools.



# e, sridclaigsd
Ao il e Y s o A

SEE—— E—— e

H“i—l R ol s (S SR RRRES (771 i W g e Y vl ] BT v"'ﬂ-mm.'-qm
"!lj:l.d.lﬂ"_'rﬂ]'l‘_, T ™ o TR ' |'I".>'|!ﬁh9J".L' S AAUIGEEY S hi o l-“'m'u"rmm
[ LY % 5 m 7 poa ) Ll T Tl (LS 'IJ_‘IIT (I | W JEd anERn

o Bidl w0t Sapeas | o =T ,_'-J.*_I.Le'\ﬂ.lﬂw,n‘ﬂ, VIS -H T "N SHF Bt | 4 oA
i Tofmtegme e AN L 0 Bl Mllrietiivretl WE] BNt bl £ 0t pussrachst adl

T 'Pl'lff"'lllr_' V! 1 RUBIN FPY T VI S 1 REIL Lull Nl Wi Pt (T e S G
salf ma ¥ (oY i -l = >l £ N 5 T | TS Y SO A s N e 0oqy s

=Y R T l,.'.. S e e | R J_IIJJ] | i |mu|||||rJlj_|m(_IHﬁ’
Trpecelpuipr s wel II|'1 w =l J_‘Ii-_ul 4 iy 10 e W e atd = ' m'.ﬂnl:i‘l it ."""Qﬁm"nqﬂu.
ek I sovE Tl s e e st e widine Iﬂt!ﬂ.liM




