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WHY TRANSPORTATION MATTERS

¢ Minnesota’s Economy depends on transportation.

Getting products to market, getting workers to jobs, getting students to school, getting
people and products around the state requires a safe and effective transportation
system. This system of connecting roads, bridges, transit, water, rail and air facilities
form the backbone of the state’'s economy. Transportation keeps the state moving,
working and thriving.

¢ Safety

Too many Minnesotans continue to lose their lives or experience life-altering injuries in
crashes on our roadways. Improving the safety of our transportation system will ensure that
more people make it home to their families and loved ones. Failing to invest, costs lives.

¢ Making Minnesota a great place to live and work

As Minnesota competes for businesses and residents, the quality of our transportation
system has a big impact. Easy access to major highways, intermodal connections,
affordable freight movement, as well as convenient options for workers, students, families
and all residents, makes Minnesota an attractive place to live and work. Without adequate
investment in our transportation system, we will lose population and economic vitality.




MINNESOTA'’S TRANSPORTATION SYSTEM

Roadways and Bridges

¢ Total Public Roadways: ~142 914 centerline
miles across state, county, city, and
township systems.

¢ State Highway System: ~12,000 miles
(managed by the Minnesota Department
of Transportation, including Interstates and
U.S. highways,).

¢ County State-Aid Highways: ~30,659
centerline miles.

¢ County Roads: ~13,930 centerline miles.

¢ Municipal State Aid streets: — 3900
centerline miles (cities with a population of
5,000 or more)

¢ Local and Rural Roads: The vast majority
of the network consists of extensive county,
city, and township rural infrastructure

Minnesota ranks fourth in the country in total lanes miles thanks to the many local roadways.

Minnesota ranks 22nd in the country in lane miles under state jurisdiction.

e Bridges: Approximately 19,856 highway bridges

¢ State Bridges: 4,599 bridges are located on state highways and managed
directly by the Minnesota Department of Transportation.

¢ Local Bridges: 15,182 bridges are overseen by local jurisdictions, including cities,
counties, and townships




Transit and Active Transportation

METROPOLITAN AREA TRANSIT

& Transit is accessible to 55% of the regional
population and 50% of all regional jobs within
a half-mile of a transit stop.

& Providers operate roughly 3.7 million hours of
transit service annually.

¢ In 2025, the total systemwide public transit
ridership for the Twin Cities metropolitan area
was 60,055,133 rides.

Metro Transit: The primary operator, driving nearly 80% of the region’s fixed-route
network. Its specific footprint includes 125 routes:
¢ 2 Light Rail Lines: The METRO Blue Line and Green Line.

& 8 Bus Rapid Transit (BRT) Lines: High-frequency lines including the A, B, C, D, E,
Gold, Orange, and Red lines.

¢ 107 Bus & Express Routes: Connecting urban and suburban sectors.

Suburban Transit Providers: Independent “opt-out” systems providing localized and
commuter networks, including Minnesota Valley Transit Authority (MVTA) (serving 8
south-metro cities), SouthWest Transit, Maple Grove Transit, and Plymouth Metrolink.

University Transit: The University of Minnesota campus bus network.
Specialized Mobility: Region-wide dial-a-ride programs, notably Metro Mobility for

certified riders with disabilities and Transit Link for areas lacking regular routes

GREATER MINNESOTA TRANSIT

There are 39 public transit systems operating across the 80 counties of Greater
Minnesota. Managed in partnership with the Minnesota Department of Transportation
(MnDOQOT). These regional networks collectively deliver more than 7.5 million rides
annually. Transit service is available to everyone. There are no requirements for using
the service.

¢ 27 Rural Systems: Serving low-density areas via
dial-a-ride and county-wide deviated routes.

¢ 7 Small Urban Systems: Fixed-route operations
in smaller metropolitan hubs like Rochester, St.
Cloud, Duluth, Moorhead and Mankato.

o 5 Tribal Transit Systems: Independently operated
networks serving tribal reservations



ACTIVE TRANSPORTATION

MNnDOT and local municipalities fund, build, and maintain specific infrastructure to
accommodate active transportation, including:

¢ Shared-Use Paths: Paved, off-road trails designed for both pedestrians and cyclists.

¢ Sidewalk Networks: Dedicated pedestrian walkways along urban and suburban
streets.

¢ Bicycle Lanes: Marked street lanes, including buffered or physically protected bike
lanes.

& Pedestrian Crossings: Standard and high-visibility crosswalks, median refuge
islands, and pedestrian countdown signals.

& Safe Routes to School: Specialized infrastructure (like traffic-calming bumps and
rapid flashing beacons) designed to help students safely walk or bike to school.

Ports and Waterways

Minnesota has seven core commercial ports officially supported by the Minnesota
Department of Transportation (MnNnDOT). These gateways link the state to both national
and global markets via two primary water systems.

¢ 3 Lake Superior Ports: Duluth-Superior (the largest by tonnage), Silver Bay, and Two
Harbors connect to the Atlantic Ocean via the Great Lakes-St. Lawrence Seaway.

& 4 Mississippi River Ports: | ocated in St. Paul, Savage, Red Wing, and Winona,
these ports provide barge access to the Gulf of Mexico.
Minnesota's seven commercial ports move a combined average of more than 65
million to 68 million net tons of freight annually. This total is split between two
major waterway systems.

¢ Lake Superior Ports: Move over 50 million to 54 million tons per year, led by the
Port of Duluth-Superior which alone handles about 35 million short tons of iron ore,
coal, and grain.

& Mississippi River Ports: Move an average of 11 million to 14 million tons per year,
primarily transporting agricultural exports like corn, soybeans, and wheat.




Freight Rail
Minnesota has 21 rail companies operating across more than 4,200 route miles of track.

¢ 4 Class | Railroads: Major long-haul carriers
including BNSF Railway, Union Pacific,
Canadian National, and Canadian Pacific
Kansas City (CPKC).

& Class Il Regional Railroads: Mid-sized systems
handling localized corridors, such as the Twin
Cities & Western Railroad.

o Class lll Short Line & Terminal Railroads: Local
lines operating smaller track sections, including
the Minnesota Commercial Railway and
Northern Lines Railway.

Railroads transport roughly 228 million to 230 million tons of freight through Minnesota
every year. This heavy-haul volume accounts for approximately 19% of the state’s total
annual freight tonnage and 20% of its overall freight value.

Passenger Rail

& The Borealis: Amtrak’s state-
sponsored regional line carried
212,900 passengers across its full
multi-state corridor during its first
full federal fiscal year.

¢ The Empire Builder: Amtrak’s long-
distance national route carried 364,700
passengers across its entire Pacific
Northwest-to-Chicago corridor.

Air

Minnesota has 133 public airports that
make up its primary publicly funded
aviation network. Of these facilities, 9
airports offer scheduled commercial
airline service, led by Minneapolis-St.
Paul International Airport (MSP). More
than 36.5 million passengers fly in and
out of Minnesota airports annually. The
overwhelming majority pass through
Minneapolis-St. Paul International
Airport (MSP), which handled 36,071,627
passengers. Regional commercial hubs,
such as Duluth International Airport,
support the remaining traffic.



TRANSPORTATION FUNDING IN MINNESOTA

MnDOT estimates that funding gap for the trunk highway system for the next 20 years is
$17.8 billion or $890 million per year.

Local governments, who have jurisdiction over most of the lane miles of roadway in the
state, have identified a funding gap for local roads and bridges of approximately $1 billion
per year.

The Minnesota State Highway Investment Plan (MNnSHIP) projects total revenues over

the next 20 years of $36.7 billion. Of that amount, $22.45 billion will be spent on existing
pavement, bridges and roadside infrastructure. Of the $36.7 billion, $1.2 billion or 3.2% of
the revenue is planned for highway mobility or capacity expansion projects while an equal
amount ($1.2 billion) is planned to be invested in pedestrian and bicycle infrastructure.

FEDERAL FUNDING

Federal highway funds are primarily generated through federal fuel taxes on gasoline
and diesel, which are collected and deposited into the Highway Trust Fund. Additional
revenues come from federal excise taxes on heavy trucks, trailers, and large tires. The
Fund contains a Highway Account (80%) and a Mass Transit Account (20%). Transit also
receives appropriations from the general treasury.

Minnesota receives approximately $870 million to $960 million in federal highway
formula funding each year. This annual baseline is allocated by the Federal Highway
Administration (FHWA) out of the national Highway Trust Fund and distributed via
MNnDOT's Area Transportation Partnerships.



This level of funding represents a boost driven by the $4.8 billion five-year highway
allotment apportioned to Minnesota under the Infrastructure Investment and Jobs
Act (I11JA), which averages out to nearly $960 million annually through the 2026
federal fiscal year.

The federal surface transportation authorization act dictates national highway and transit
spending by legally authorizing the collection of fuel taxes and funding distributions over
multiple years.

& Spending Ceilings: Sets the maximum funding limits for roads, bridges, public
transit, and safety programs over a 5-to-6-year window (e.g., the IIJA through 2026).

¢ Formula vs. Discretionary: Splits the package between formula funds
(guaranteed yearly money sent directly to state DOTs) and discretionary grants
(competitive pots awarded by the USDOT)

The federal appropriations process for Transportation, Housing and Urban Development,
and Related Agencies (THUD) acts as the annual mechanism that funds what the multi-year
surface transportation authorization act permits. While the authorization act establishes
programs and sets maximum spending ceilings, the yearly THUD appropriations bill
determines the actual cash available to spend.

In 2021 Congress passed and President Biden signed into law the Infrastructure Investment
and Jobs Act (I1JA), also known as the Bipartisan Infrastructure Law (BIL), a five-year
transportation and infrastructure authorization act that expires September 30, 2026.

In addition to receiving a 30% increase in highway formula funds, Minnesota has been
awarded $1.4 billion in total federal discretionary grants under the Infrastructure
Investment and Jobs Act (I1JA). This comprehensive total includes the $1.058 billion
federal grant specifically designated to fund the replacement of the Blatnik Bridge, as
well as an additional $342 million spread across 27 other unique transportation projects
throughout the state.

Minnesota receives approximately $160 million to $180 million in guaranteed federal
public transit formula funding each year.

This baseline tier is driven by the $820 million five-year transit allocation apportioned
to the state under the Infrastructure Investment and Jobs Act (lIJA), reflecting a 31%
expansion over previous federal cycles.

Of the $1.4 billion in total [IJA discretionary awards won by Minnesota, approximately $120
million to $150 million has been specifically designated for public transit purposes. This
includes major allocations like the $81.1 million coastal transit rehabilitation grant for
Duluth, multi-million dollar Low- or No-Emission Vehicle grants for electric buses, and
multimodal RAISE grants targeting Bus Rapid Transit (BRT) lane upgrades.

With the I1JA set to expire at the end of September, future federal funding levels
are uncertain.



STATE FUNDING

Roadways and Bridges

Minnesota roadways are funded through a combination of federal, state and local dollars,
distributed to state-controlled highways (interstates and state highways), county state aid
highways, county highways, municipal state aid streets, city streets and township roads.

State funding is distributed to these roadways mainly through the Highway User Tax
Distribution Fund. This fund was created via a Constitutional Amendment to protect
certain revenue sources for highway purposes. Currently, three revenue sources (fuel tax,
motor vehicle registration tax and motor vehicle sales tax) are required by Minnesota’s
Constitution to be deposited into the Highway User Tax Distribution Fund (HUTDF).
Other revenue sources are statutorily dedicated to the HUTDF including the sales tax on
leased vehicles, rental car fees, electric vehicle fees and a portion of the sales tax collected
on auto repair parts.

Minnesota’'s Constitution further requires that the money in the fund be distributed

so that 62% is directed to the Trunk Highway Fund for state highways, 29% to the
County State Aid Highway Fund (CSAH) for county state aid highways and 9% to the
Municipal State Aid Street Fund. Prior to that distribution, 5% is taken off the top and
distributed to town roads and bridges and the Flexible Highway Account.



Legal Authority for Collection of Revenue

Article XIV of the Minnesota Constitution establishes three primary sources of revenue for
transportation programs that are deposited into the HUTD Fund:

Motor Fuel Excise Tax (Gas Tax): The Legislature may levy an excise tax on any means
or substance used for propelling vehicles on the public highways of this state. This tax is
levied on gasoline, diesel fuel, compressed natural gas, and a variety of other special fuels.

Motor Vehicle Registration Tax (Tab Fees): A tax may be put in place, by law, on motor
vehicles that use public streets and highways. The current passenger motor vehicle
registration tax policy was instituted in 2008. These rates are set according to Minn. Stat.
168.013, subdivision 1a. The tax for commercial vehicles is based on vehicle weight and age.
As of January 1, 2018, there is also an additional $75 surcharge for all-electric vehicles.

Motor Vehicle Sales Tax (MVST): There is a 6.875 percent tax on the sale of new and used
motor vehicles.

Revenue from a tax on the sale of a new or used motor vehicle must be allocated for the
following transportation purposes:

¢ No more than 60 percent must be deposited in the HUTD Fund.
¢ Noless than 40 percent must be deposited in a fund dedicated solely to public transit.

Current statute: 60 percent of this revenue is deposited in the HUTD Fund and 40 percent
is deposited in the Transit Assistance Account.

Other Revenue:

MVLST: MVLST is a 6.5 percent tax on leased motor vehicles. According to Minn. Stat
297A.815, MVLST revenue is allocated according to the following percentages, beginning
in FY 2018: 38 percent to CSAH Fund, 38 percent to the TAF (Greater Minnesota Transit
account), 13 percent to the Minnesota State Transportation Fund (for local bridges) and 1
percent to the HUTD Fund.

Sales Tax on Auto Parts: Beginning in 2018, revenue from a portion of the general sales
tax on motor vehicle repair or replacement parts has been transferred to the HUTD Fund
on a monthly basis. Effective in FY 2024, 43.5 percent of the revenue is directed to the
HUTD Fund; and the remainder is phased into the TAA with increasing percentages over
FYs 2024-33 (with corresponding reductions to the General Fund).

Rental Sales Tax: Revenue collected from the short-term motor vehicle rental tax under
Minn. Stat. 297A.64 (9.2percent) and from the general sales tax for short-term motor vehicle
rentals under Minn. Stat. 297A.62 (6.5 percent) is deposited in the HUTD Fund, beginning in
FY 2018 per Minn. Stat. 297A.94. This revenue previously remained in the General Fund.

Electric Vehicle Fee: In 2025, the Legislature changed the existing $75 surcharge on BEVs
with a more detailed structure that applies to both BEVs and plug-in hybrid electric vehicles
(PHEVs). These surcharges will align with the registration tax schedule for all vehicles.

e BEVssurcharge is calculated as 0.5 percent of the manufacturer’s suggested
retail price (MSRP), and it follows a depreciation rate structure that aligns with
the registration tax schedule. A minimum flat amount starting at $150, which will
adjust to $100 on and after July 1, 2027, must be paid if the calculated rate is lower.



& PHEVs surcharge is calculated at 0.25 percent of the MSRP, also with a
depreciation rate that matches the registration tax schedule. A minimum flat
amount starting at $75, which will decrease to $50 on July 1, 2027, must be paid if
the calculated rate is lower.

The anticipated combined revenues for FY 2026-27 are approximately $23 million, and
for FY 2028-29, around $53 million. Both fees were phased in on January 1, 2026. For a
$50,000 BEV, the surcharge would be $250 in year one and then decrease each year to
the minimum tax. Over 11 years of ownership a BEV will pay an average of $160 per year.

All revenue generated from these fees is deposited into the Highway User Tax
Distribution Fund.

Transportation Advancement Account

Minnesota’'s Transportation Advancement Account (TAA) was created in 2023 by the
Minnesota Legislature under Minnesota Statute § 174.49. It was established within the
state’s special revenue fund to provide dedicated, ongoing funding directly to local
government agencies for regional road, transit, and active transportation projects. It is
funded with revenue from the Delivery Fee and a portion of the state sales tax on auto
repair parts.

Retail Delivery Fee: Retailers are required to collect a delivery fee of 50 cents per
transaction on sales over $100. Retailers may or may not collect the fee directly from
customers but must remit collections to the Department of Revenue. The Department of
Revenue must remit funds to the Transportation Advancement Account.

TAA Category TAA % Timing Notes
Metropolitan 36% July Distributed based on 50/50 population and money
Counties needs; 41.5% for active transportation and corridor

studies, 41.5% for rehabilitation, and 17% for transit/
complete streets/greenhouse gas mitigation.

County State Aid 10% January Payments included with “normal” Highway Users
Tax Distribution Fund (HUTDF) revenues in
commissioner’s order.

Large Cities 15% July Distributed to Municipal State Aid Street (MSAS)
Assistance cities based on 50/50 population and money needs
Small Cities 27% July and Distributed to all non-state aid cities based on
Assistance December statute 162.145

Town Road 1% January Payments included with “normal” Highway Users
Account Tax Distribution Fund (HUTDF) revenues in

commissioner’s order.

Food Delivery 1% Via grants Appropriated to DHS for grants to non-profits
Support supporting food delivery




Transit and Active Transportation

Public transit in Minnesota is funded through a combination of metropolitan-specific sales
taxes, state motor vehicle sales taxes, state General Fund appropriations, federal formula
grants, and passenger fares.

Metropolitan Area Transit Funding

The Twin Cities regional transit network relies heavily on dedicated local taxes established
by the Minnesota Legislature to provide stable, long-term funding.

¢ Metropolitan Region Sales Tax: A 0.75% dedicated sales tax levied across the seven-
county metro area. Passed in 2023, this tax generates the vast majority of local
transit revenue, directly funding Metro Transit operations, light rail, and Bus Rapid
Transit (BRT) buildouts.

& Motor Vehicle Sales Tax (MVST): Transit receives a legally mandated share of the
state’s 6.875% sales tax on vehicle purchases. In the metro, 60% of MVST revenue is
constitutionally allocated to the Metropolitan Council for transit operations.

¢ Federal Formula Grants: The Federal Transit Administration (FTA) provides roughly
$160 - $190 million annually to the metro areaq, primarily through Section 5307
(Urbanized Area) and Section 5337 (State of Good Repair) grants.

¢ fFarebox Revenue: Passenger fares historically covered a portion of operating costs,
though post-pandemic ridership shifts have reduced their overall share of the budget.




The regional sales tax created by the 2023 Omnibus Transportation Law will now be the
largest single transit revenue source at 27% of total revenues out to 2050. In calendar
year 2025, the regional sales tax is expected to supply about $450 million in revenues
for transit and a total of over $17 billion between 2025 and 2050. Most of this funding will
be used to cover operating costs of services that are already present or planned.

The largest expenditure of transit funds will be for operating the system, accounting

for more than two-thirds of all transit spending from 2025 to 2050. Roughly 52% of all
spending will be for bus system operations, 9% for operating current transitways, and

12% for operating planned transitway lines that will be built during the plan timeline. Just
under one-quarter of available funds will be used for capital projects including for the bus
system, current transitways, and future transitways.

Recent legislation now requires:

¢ State general fund revenues will be responsible, after fares and federal revenues,
for the costs of Metro Mobility operations and capital starting in state fiscal year
2026.

¢ The metro counties’ 50% share of dedicated transitways (light rail, dedicated BRT,
highway BRT, and Northstar commuter rail) operating costs were shifted from the
counties to the Met Council, accounting for about $4.2 billion, or 24% of the 26-year
total regional sales tax revenues.

¢ The region is required to spend a portion of the regional sales tax revenues on
specified purposes ranging from improvements to accessibility at customer facilities,
expanding micro-transit services, to procuring zero-emissions buses in line with
the Met Council’s transition plan. The required investment areas are covered in the
Transit Investment Plan section of this document.

¢ Met Council light rail capital construction funding is restricted to federal funds and
direct appropriations.

Greater Minnesota Transit Funding

Transit networks across the other 80 counties of Minnesota are funded through a
separate mix of state and federal resources:

e Motor Vehicle Sales Tax (MVST): By statute, 36% of total state MVST revenue is
dedicated to the Greater Minnesota Transit Account. This serves as the primary
state funding source for rural and small-urban transit lines.

¢ State General Fund Appropriations: The Minnesota Legislature provides direct
biennial cash allocations to fill gaps in rural transit operations and match federal
grants.

¢ Federal Rural Formula Grants: The FTA provides roughly $11 million to $20 million
annually via Section 5311 grants to support transit systems in rural areas and small
cities (e.g., St. Cloud, Rochester, Duluth).

e Local Share Contributions: Greater Minnesota cities and counties must provide
a local financial match, which they cover using local property taxes, advertising
revenue, and passenger fares
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MnDOT’s Investment Levels by Category for 2026



State law requires local participation in funding public transit services in Greater
Minnesota. The percentage of total contracted operating costs paid by any recipient from
local sources may not exceed the following percent for that recipient’s classification:

& Elderly and disabled system - 15 percent

¢ Rural (population less than 2,500) - 15 percent

¢ Small urban (population 2,500 - 50,000) - 20 percent

e Urbanized (population more than 50,000) - 20 percent

Airports

The State Airports Fund is the primary financial mechanism used by the Minnesota
Department of Transportation (MNDOT) Office of Aeronautics to build, maintain, and
operate the state’s public airport infrastructure. It provides crucial grants to local
municipalities for runway pavement repairs, security lighting, fuel system upgrades, and
airspace safety planning across Minnesota'’s 133 public airports.

The primary funding sources are:

& Aviation Fuel Taxes: A dedicated tax levied on the sale of aviation gasoline and jet
fuel used by aircraft throughout the state.

& Aircraft Registration Fees: Mandatory annual licensing and registration fees paid
by aircraft owners based in Minnesota.

¢ Aircraft Sales Taxes: Sales tax revenue collected from the purchase and transfer of
aircraft within the state.

¢ In-Lieu Property Taxes: A specific airline flight property tax paid by commercial air
carriers operating within Minnesota'’s airspace.

Three funds make up the total consolidated SAF:
& State Airports Fund

¢ Hangar Revolving Loan Fund
¢ Air Transportation Services Revolving Fund




STATE CAPITAL BONDING DOLLARS

GENERAL OBLIGATION BONDS

All state G.O. bonds have certain common requirements. They must be for a public
purpose, authorized in the constitution, specified in law, and mature in not more than 20
years. The principal purpose for which state G.O. bonds are issued is to acquire and better
public land and buildings and to make other public capital improvements.

A capital project, in general, is to acquire or improve fixed assets, such as land or
buildings. The fixed asset must be long-lived; bond counsel has suggested that the useful
life be at least ten years. The improvements must be substantial, extend the useful life or
substantially increase the value of the fixed asset, and not be predictable or recurring (as
repairs would be).

Bonds issued under the capital improvements provision may only be for publicly owned
projects, whether state or local.

A law to authorize the issuance of state G.O. bonds for capital improvements must be
enacted with at least a three-fifths vote of the House and the Senate.

Bonds are a form of debt. While often conceptualized as funding for projects, bonds are
not really a revenue source. Since bonds must be repaid with interest, they reflect debt
financing rather than generating additional permanent revenue.

Bonds enable additional projects to be undertaken sooner and reduce available funds in
the future. One of the primary effects of bonding is to accelerate when some projects are
initiated (but not how many total projects can generally be done over time). While bonds
allow financing additional projects sooner, debt service payments in the ensuing years
reduce the amount of funds that would otherwise be available at that time.



General obligation (G.O.) bonds are available for a variety of transportation capital such
as local roads and bridges, ports, bus facilities, and light rail projects. The bond proceeds
cannot be used for projects on the trunk highway system.

Local Road and Bridge Bonding

State statutes establish a subset of G.O.
bonds. They are known as “local road
and bridge bonds” although there is
not a constitutional distinction from
G.O. bonds. The difference is instead
statutory (mainly relating to provisions
on distinct accounting funds of the
state). Local road and bridge bonds are
backed in the same manner as other
G.O. bonds; debt service is paid from
the General Fund.

Bond proceeds are mainly used for two state programs: the Local Road Improvement
program and the Local Bridge Rehabilitation and Replacement program. Both are
administered by the Minnesota Department of Transportation (MnDOT) following a
combination of statutory provisions, administrative rules, and agency practices.

Programs that have been funded with GO bonds in the past include:
¢ Local Bridge Replacement Program
¢ Local Road Improvement Program
¢ Local Road Wetland Replacement Program
& Bus Rapid Transit/Busway Capital Improvements
o GCreater MN Transit Capital
¢ Port Development Assistance Program
¢ Minnesota Rail Service Improvement Program
¢ Highway Railroad Grade Crossing Devices
¢ Safe Routes to School
¢ Active Transportation

¢ Airport improvements



TRUNK HIGHWAY BONDS

Trunk highway bonds are a specialized and constitutionally distinct form of bonding.
They are authorized through a combination of provisions in the Minnesota Constitution.
The key characteristic of trunk highway bonds is that bond proceeds are constitutionally
limited solely to capital projects that are part of, or functionally related to, the trunk
highway system. Generally, other forms of bonding must be used to finance non-trunk
highway projects or project components (e.g., on local roads).

Passage of legislation authorizing trunk highway bonds reqguires a simple majority in each
legislative body.

Bond proceeds are normally administered by MNDOT. MNnDOT has jurisdiction over the
state’s trunk highway system. The department uses trunk highway bonds as one of the
fiscal tools for trunk highway construction projects that maintain and improve the system.

Debt service is paid from the Trunk Highway Fund. The Trunk Highway Fund is a
constitutionally established state accounting fund that largely consists of revenue from
dedicated transportation-related taxes (that is, portions of the motor fuels tax, registration
tax, and motor vehicle sales tax) and federal aid. Payment of principal and interest on
trunk highway bonds have the first claim on Trunk Highway Fund revenues, and the debt
is backed by a pledge of state property taxes.

MNnDOT maintains a debt management policy specifically for trunk highway bonding.
Following a directive in state statute, MNDOT has established a policy on trunk highway
bonding. It includes a maximum recommended level of debt based on state revenue to
the trunk highway system. At this time, the level is 20%.

Trunk highway bonds are permitted for capital projects that are strictly on the trunk
highway system, but the matter can become less clear in various other circumstances.
Bond counsel opinions and executive branch guidance lay out some of the factors used to
evaluate whether a project, or project components, can be paid with trunk highway bond
proceeds. In determining whether project activity qualifies for trunk highway bonding,
some of the relevant considerations include:

& a predominant purpose that supports the trunk highway system, although this
does not necessarily exclude a degree of work on local roads or transit-related
facilities depending on specific circumstances;

¢ Whether the expenditures are capital in nature (but potentially including labor
costs for those working solely on the project as well as capitalized equipment);

& the nature of the work in construction, maintenance (facility upkeep or
preservation), or improvement (permanent additions that increase value);

¢ physical location of the capital facilities, such as being within trunk highway right-
of-way;

& the expected life of the project;

ownership of the facilities, which for the most part will be owned by the state and
managed by MnDOT,; and

& net benefits to the trunk highway system, such as through safety, mobility, or
operational improvements.



The graph below depicts the debt service estimates compared with the policy limit for the forecast period:
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Depending on the circumstances, different elements of a project can sometimes be
funded through a combination of trunk highway bonds and other state bonding.
For instance, 2018 capital legislation included both trunk highway bonds and state
transportation bonds for an interstate highway interchange project that included
improvements to local roads.




LOCAL TRANSPORTATION FUNDING

Major Local Revenue Streams

¢ Local Property Taxes: This is the largest single source of roadway funding in
Minnesota, covering roughly 52% of all roadway spending statewide. Revenue flows
directly through local city, township, and county General Funds or dedicated Road
and Bridge Fundes.

¢ County Local Option Sales Taxes: Counties have the statutory authority to
levy a dedicated local sales tax of up to 0.5 percent specifically for designated
transportation and transit capital projects.

¢ Metro Regional
Transportation Sales
Tax: Implemented by the
legislature, a ¥-cent regional
sales tax is active across the
Twin Cities metropolitan
area. The Metropolitan
Council receives 83% of
this revenue primarily for
transit operations, while the
remaining 17% is split among
the seven metro counties.

¢ County Wheelage Taxes:
Authorized by Minnesota
Statute 163.05]1, county
boards can levy a flat
annual fee of up to $20
added to vehicle registration
renewals. The revenue stays
within that specific county’s
local road system.

¢ Special Assessments:
Cities frequently charge
adjacent property owners
directly to finance specific,
localized street repairs,
curb installations, and
sidewalk modernizations.



TRANSPORTATION ISSUES
FOR 2027 AND BEYOND

Transportation continues to be underfunded at all levels

Federal Action Needed:

e fFederal Funding — Congress needs to pass a new 5-year surface transportation
authorization act that maintains current funding levels plus inflation.

& Federal Efficiency Reform — Congress needs to streamline project delivery
and permitting.

¢ Congress should expand eligibility to fund technology and institute procurement
flexibility across all modes with an emphasis on the safe and efficient movement
of people and goods. We also recommend sustained support for research,
development and technology transfer activities that drive innovation for our state.

& We recommend dependable, robust funding for the Department of
Transportation’s (DOT) safety focused programs, such as the Highway Safety
Improvement Program (HSIP), the Safe Routes to School Program, the Rural
Surface Transportation

¢ Grant Program, the Safe Streets and Roads for All (SS4A) program, the Railroad
Crossing investments.

State Action Needed:

¢ We can’t go backward in transportation funding — Retain the funding investments
included in the 2023 Transportation Funding legislation.

¢ Maintain funding levels generated by the motor vehicle registration tax (license
tab fees). The overall agreement among legislative leaders did include a one-
year reduction of tab fees with a one-time $254 million transfer from the general
fund into the Highway User Tax Distribution Fund to compensate for the loss of
dedicated tax revenue.

¢ The capital bonding bill reduces the tax rate on the MSRP of vehicles to 1.25% for
vehicle registered prior to November 16, 2020 and 1.285% for vehicles registered
after that date starting January 1, 2027 and ending December 31, 2027. For the
owner of a $25,000 vehicle, the savings is about $72. For a $50,000 vehicle, the
renewal cost would fall by about $145.

¢ Provide funding for mitigation of greenhouse gas emissions associated with
transportation and ensure needed safety projects can move ahead.

¢ Forthe Road Maintenance fee or retail delivery fee - remove the $100 price
threshold, over which, orders are exempted from the fee.

e Accelerate the full dedication of the revenue from the sales tax on auto repair
parts so that all of the revenue is fully dedicated as quickly as possible.











