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CHAIR TAYLOR:
We have the Department of Transportation here today. We have three budgets.

TRACY LARKIN THOMASON (Director, Nevada Department of Transportation):
Today we are going to go over a little background and three of the
Department's budget accounts.

The Nevada Department of Transportation (NDOT) was established in 1917.
The Department of Transportation's 2025-2027 Budget Presentation has been
submitted. (Exhibit C contains copyrighted material. Original is available upon
request of the Research Library.) Our headquarters are located in Carson City
where most of our administrative and engineering support services are located.
We are divided into three districts statewide with a district engineer and
assistant engineers in each. District 1 is Southern Nevada consisting of Clark,
Nye, Lincoln, Mineral and Esmerelda [counties] with the headquarters in
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Las Vegas. District 2 is Northwest Nevada: Lake Tahoe, Reno, Sparks, over
about to Lovelock and south to Hawthorne. District 3 is the rest of the State.

We have about 42 maintenance stations across the State. We cover all the
areas remotely where a lot of sweeping, plowing, and taking care of the roads is
done.

We like to say we are more than just roads. When | started with the Department
many years ago, | thought you blade a little bit off, throw a little asphalt on it.
You are good to go. | have learned a lot over the years.

We have a weather and natural disaster part. We do multimodal transportation
systems. We have rural transit. We inspect the rural airports around the State.
We do multistate coordination. We work with Arizona, California and Utah on
corridor management, particularly the 1-15 and the 1-80. When we have
incidences on either side, we mitigate traffic and work with them to clear it.

We do economic development and support. Transportation is the number one
thing needed for economic development. We work with our partners to see
where we can work together.

Trash, homelessness abatements, theft and vandalism have now become an
item of its own. We spend about $30 million a year on trash pickup, homeless
abatement and copper wire theft. The homeless population has doubled in Reno.
In Las Vegas, it has increased by 20 percent in the last year. It is at a
13 percent high, and the numbers continue to rise.

This is what we do now. The cost for taking care of this comes right off the top
of our budget, straight out of the State Highway Fund. Depending on where you
are in the State, that $30 million is equivalent to three to five passing lanes or
half an interchange.

Moving into major projects and studies, Brightline is the high-speed rail that will
connect Las Vegas to Los Angeles. This one is moving forward and is positive
news because the $3 billion is still secured. This project is popular in
Washington, D.C. They just closed on $2.5 billion in public activity bonds. They
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have another $2.5 billion they will utilize later and $6 billion on venture capital.
It is fully funded at $12 billion.

The Henderson Interchange will progress following the design-bid-build. It is no
secret we had the design build out there and ended up canceling the project
when bids came in literally twice as high as expected. We are now working on
doing different phases and working closely with the City of Henderson to
discuss what the most pressing needs are.

We are looking at U. S. Highway 395 Phase 1, the North Valleys, north of
Reno, that is under construction. Phase 2 is scheduled to advertise later this
year. It has an $89 million grant that requires about a 21 percent match of
State Highway money. The current project estimate is between $2 million
[$200 million] and $250 million, which requires a state match of $42 million to
$53 million. We are watching this closely because we are unsure if that grant is
secured. We have not received confirmation. If it is not, this project will be
deferred.

The Ely Complete Street Project started construction in January. We will have a
meet and greet at the end of April. It has a $24 million secure grant and a
$5 million secure earmark. All the formula funds are secure, the earmarks are
considered secure, and we are watching closely the other grants that have not
been obligated.

The 1-80 widening from Vista [Boulevard] to USA Parkway that is three lanes in
both directions was recently awarded two federal grants: one in the amount of
$250.5 million and the second for $25 million, for a total of $275 million. The
current estimated range for this project is about $600 million. That requires
20 percent Highway Fund money and other matching funding.

We are watching this one closely. We feel fairly positive because |-80 is a
national freight route. It is used for military mobility, supply chain management
and real-time management of incidents. It is critical not only to Nevada, but
other surrounding states.

We are working on long-term projects. We have the I-15 South feasibility study
which goes from Stateline to Sloan. We are looking closely at the growth going



Senate Committee on Finance

Assembly Committee on Ways and Means

Subcommittees on Public Safety, Natural Resources, and Transportation
March 11, 2025

Page b5

on there so we can best determine where the access points need to be. It also
has a Brightline alignment. It is very critical we get it right for access since we
only have one lifeline into Las Vegas.

We also have the Via Nobila Interchange, Neon Phase 2 and the Passing Lane
Study statewide. We want to start working on passing lanes as soon as
possible, particularly along the U.S. Highway 95 and 93.

On the Highway Fund Revenue chart, you see Nevada uses highway user fees
and Highway Fund money that is shared with Nevada Department of Motor
Vehicles (DMV), Nevada Department of Public Safety (DPS) and the Nevada
Transportation Authority, primarily Highway Patrol.

In addition to the Highway Fund money, NDOT also receives federal aid. The
Federal Aid program is a reimbursement program requiring upfront expenditure
of Highway Fund money. Due to the high percentage of federal land in our
State, most Federal Highway Administration (FHWA) programs require only a
5 percent match. Many also will require an 80:20 for some of it. Typically for
other states, it is an 80:20, so our state dollars do go farther with the federal
funds. However, grants often have other match requirements. On a regular
project, we would have a 5:95. For example, the Tropicana was a 60:40 which
means we could do 60 percent of federal funds because there were grants in
there, but we must match with 40 percent of state funds. Grants are a
wonderful thing, but also a little bit of a double-edged sword. The I-80 East, Ely
and the Federal Aid also have varying degrees of matching funds.

Federal Aid revenue figures reflect an increased amount of reimbursement
because we had, in the last few years, the Bipartisan Infrastructure Law that
increased federal aid to Nevada by approximately 20 percent in federal
fiscal year (FFY) 2021-2022 and 2 percent each FFY thereafter, through
FFY 2025-2026. This increase in federal aid requires increase in state match
and state funded preliminary work.

The increased federal funding, while it was a blessing, did not keep pace with
inflation. It helped mitigate the impacts of construction material inflation. We
are waiting to hear if a continuing resolution is passed. If it is, it will maintain
the current figures until a new appropriation bill is passed.
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We mentioned the [increase in] construction costs. Since the last quarter of
fiscal year (FY) 2019-2020, the cost of roadway construction has literally gone
up 68 percent for material: primarily concrete, asphalt, steel and labor. The
chart in Exhibit C [titled Construction Cost versus State Highway Revenue] is
the National Highway Construction Cost Index (NHCCI), and we are tracking
very similarly in the State. We tracked our costs, and it shows about a 60 to
65 percent increase that is close to the national average. In talking with our
neighboring states, this is very common.

The increase in construction costs of approximately 68 percent since 2020 is
largely due to inflation, higher material cost and the increased demand. With
supply chain management it becomes a little bit more of a competition to get
the material.

As far as annual growth rate, the FHWA reported highway construction costs
continue to grow at an annual rate of about 24 percent. We have higher prices
for asphalt and oil, increased demand for construction materials and a tight labor
market. While many of these things have leveled off, they have not gone down.
The increased costs are pretty much here to stay or at least that is how we are
looking at it right now.

The next slide [2025-2027 Biennial Budget — Expenditures] shows how NDOT
uses the Highway Fund money. We spend 74 percent of the funds for
construction and construction engineering cost, and 7 percent for administrative
cost. All Others include categories like in-state travel, honor camp and other
smaller programs. The next few slides will show the current and future
transportation needs.

The next slide titled Summary of Ten-Year Transportation Needs by category, is
showing the methodology outlined above. Estimates are in 2024 dollars.
Inflation was applied to costs that were not already inflation adjusted as
outlined earlier.

Due to the high construction costs in recent years, an average five-year inflation
percentage change was computed using NDOT's NHCCI for the period spanning
2018 to 2023, revealing a rate of approximately 10 percent. Recognizing this
high inflation as likely an anomaly expected to diminish over time, a step
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decrease of 2 percent per annum was applied over the subsequent four years.
This means values for FY 2024-2025 were adjusted for 10 percent inflation.
This was followed by an adjustment for 8 percent in FY 2025-2026, 6 percent
in FY 2026-2027 and 4 percent in FY 2027-2028. We will monitor this closely.

Subsequent years values were then adjusted for the 2.5 percent inflation
reflecting the average rate over the past 20 years, if the past five years were
excluded from the calculation.

The next slide in Exhibit C applies NDOT's revenue projection to display the
unfunded backlog between needs and anticipated funding. We have a one-year
unfunded backlog. Depending on the project, it is between half a billion
[$500 million] to $873 million. There are many more projects being deferred,
and the backlog is growing. We are looking at worst case scenarios moving
forward. If some grant funding or federal funding does not fully come through,
what will we need to take in state funds to make sure the projects are whole?

We have bonding funds, but we do not want to get over bonded where we will
be paying back just in bonds. We need that balance of advancing the projects to
take advantage of the lower bond rates as opposed to the inflation rate of
construction versus the future part of not selling off the future. We are also
looking to make good on the projects in the queue to ensure they get delivered.

As we look through the different budget requests we will go through them in
order of the decision units. We are asking for 29 new classified positions and
1 new unclassified position. We reduced the number of positions requested.
With the change of administration, we looked at what programs would be
affected. Some were removed, for example, from the environmental part, until it
is clear what programs are going to stay for the next four years.

Most of the positions we are asking for ... there is a rural communication
specialist position where we want to have someone work with the counties
outside of Clark and Washoe. The urban areas get a lot of attention because
there is a lot more going on and the projects are generally bigger. The other
counties are not getting the attention they need. It is someone to talk to, not
the staff, but seeing what kind of growth they are looking at, what they
envision for their area, and what their pain points are coming in.
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For example, we are talking with Winnemucca about the Thacker Pass lithium
mine. We know it is coming in and is being built. We know there were
two passing lanes determined for that area. It would be nice if the passing lanes
were done when the mine opens, as it is starting to build. We do not build
ahead of time for things that might come, but there is a point when things are
very sure and well established. We are trying to be good partners and work with
them, but it takes time. A lot of these meetings happen on weekends because
we cannot make the meetings during the week.

We are asking for a couple of positions to replace the two contract positions we
have in IT. We have had more luck in the last couple of years of filling the
positions. When we hire them in, they are more cost-effective than consulting
them out.

We have also asked for some positions to take care of our facilities in the rural
areas across the State. Our facilities are 50 to 60 plus years old. They are
ailing. They need furnaces, they need roofs, they need expanded septic fields
and repairs.

We are requesting three reclassifications. The first is a graphics technician to a
public information officer. This position exists, but it is outdated. As we move
into more of a digital era, we need a different skill set. Next is the pilot Il
reclassification to a management analyst Il. We need someone to take care of
the administrative part of our aviation program. The pilots spend more time
flying and less time doing the maintenance of scheduling of the people moving.
Then, an administrative assistant to a management analyst |I. Most of these
reclassifications are because the required skill set has changed.

Next is our fueling system upgrade. Currently, there are 92 state and local
government agencies utilizing NDOT's fueling system; 58 of those are state
agencies. While NDOT is the primary user of our fueling system, we have over
5,000 people who also use the system including first responders and the DPS.
In an emergency, many of these areas around the State become the emergency
site, the center, because they can get the fuel. It is critically important we keep
these up and running.
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This has been going on for almost a decade. As we have looked into them, we
had to look at leaking gas, leaking tanks and ground contamination. Some of
that grew into a larger than anticipated project. We also wanted to do it in
sequential years, so they do not all fail at once. They generally have a lifespan
of 25 to 30 years. If they are all done at the same time, they will all start to fail
at the same time. We have completed 31 upgrades of the 53 fuel locations. The
next site to be upgraded is Incline Village, followed by Battle Mountain, Austin,
Big Smokey and Carson City.

Prior to the recession, NDOT spent $10 million a year on new equipment. For
six years, during the recession, NDOT had no budget for equipment. When we
came back, we had $6 million per year. But even at the original $10 million a
year, we were losing a piece of the fleet each year. It was not enough to
completely maintain it. We cannot keep up with the rate of deterioration. When
| was before you two years ago, | let you know that we were number 49 in the
nation for the condition of our equipment. We are trying to move the needle,
and we very much appreciate the $20 million that was requested and approved
the last time.

When you order equipment, particularly the large pieces, it is not like it is
delivered in three or four months. We order, and many times it is more like
12 to 24 months before it is delivered, particularly large equipment like
snowplows, stripers and sweepers. Many of these large pieces are critical for,
not only handling our everyday clearing snow, but for striping for safety and
sweeping for air quality, particularly in the nonattainment areas of Washoe and
Clark.

On the maintenance stations and rest areas, we spend more on upkeep because
of the condition of the building infrastructure around the State. At headquarters,
we are looking at the plumbing system. We had to replace a huge intake valve
on top of the roof that was part of our air circulation. Mina housing and the
Searchlight maintenance station are on hold. Some of the areas we are looking
at building will be moving forward.

The Beowawe Rest Area in FY 2026-2027 will be moving forward. The one in
the Trinity area is on hold because of the electric line extension. We do not have
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permitting to move forward. The Miller Rest Area is construction deferred until
we have funding.

The Nevada Shared Radio System (NSRS) reached the end of its support by the
manufacturer in December 2017. The U.S. Department of Transportation, as a
lead agency on behalf of the State of Nevada, is working to replace the existing
land mobile radio system in partnership with the two other infrastructure
owners, Washoe County and NV Energy. The radio system is vital to the
ongoing operations and emergency response. It provides coverage where and
when cellular coverage is unavailable. The NSRS has nearly 16,000 users
defined as portables, mobiles, consoles and fixed data locations. It is utilized by
state, federal and local government agencies for emergency services in support
of their daily operations. Due to the size and complexity of this radio system,
the transition is taking place over an extended period of time to minimize users'
interruption and costs.

When we go into construction, access to many of the radio sites is limited to a
few months a year. At some of the higher elevations it must be completed
during the summer. When we have heavy winter weather, we cannot get in
there at all. Some of these stations have frozen over, and we have had to go in
at different times and change the scheduling. The pandemic also caused a
significant delay to the project which we are working to overcome.

Inflation, supply chain and prevailing wage challenges have also impacted the
project schedule, and the cost has increased over the years. The cost of the
supplies and the cost of the components have simply gone up.

Budget account 201-4663 is our Bond Construction account. The Department
will periodically sell bonds to help fund projects. The sale of bonds allows us to
advance major projects while hedging against inflation. We sold bonds in six of
the past ten years totaling $965 million. That also included bonds with Fuel
Revenue Indexing (FRI) bonds in the FY 2020-2021, FY 2023-2024 and
FY 2024-2025.

INFRASTRUCTURE

DEPARTMENT OF TRANSPORTATION
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NDOT - Bond Construction — Budget Page NDOT-15 (Volume Ill)
Budget Account 201-4663

We work with the Office of the State Treasurer, financial consultants and the
bond counsel prior to any bond sales to ensure financial feasibility. We forecast
in FY 2025-2026 and FY 2026-2027 bond sales would occur close to the end
of each respective state fiscal year. If approved, this timing aligns with NDOT's
financial planning and project timelines.

Regarding the Department of Transportation's bond rating, our S&P Global
Ratings is AAA. Our motor vehicle fuel tax is AA+ for the FRI. The Fitch
Ratings is an AA plus. Moody Investors Services is an AA1. We have very good
bond ratings.

Budget account 101-4659 is our Wildlife Crossings budget. Assembly Bill
No. 112 of the 82nd Session provided a one-time $5 million General Fund
appropriation for the Wildlife Crossing projects. We were awarded a grant last
year for wildlife crossings. However, we are still unsure about the actual award
of the grant as it is not obligated. We do not have confirmations coming
through. We are hopeful but watching closely.

NDOT - Wildlife Crossings — Budget Page NDOT-14 (Volume lll)
Budget Account 101-4659

Wildlife crossings are significant around the State. We reduce wildlife mortality
by providing safe passages across the road and highways that significantly
reduce the risk of the animals being hit by vehicles. Then there is the
preservation of genetic diversity. Wildlife crossings allow animals to move freely
between the habitats and prevent genetic isolation. When animals access
different animals, it promotes ecological balance. For instance, predators can
control prey populations and pollinators can disperse seeds, benefiting plant
diversity.

On human safety, wildlife crossings prevent collisions between vehicles and
large animals such as deer, elk or bear. They reduce the risk of accidents and
injuries to drivers and passengers. Over time, wildlife crossings save money by



Senate Committee on Finance

Assembly Committee on Ways and Means

Subcommittees on Public Safety, Natural Resources, and Transportation
March 11, 2025

Page 12

minimizing damage to vehicles, reducing insurance claims and avoiding road
repairs caused by collisions.

We use this funding to match federal funding. Since 2010, NDOT has invested
more than $43 million on efforts to reduce wildlife vehicle collisions and
improve wildlife connectivity across the state highway system. These include
overpasses, underpasses, culverts, bridge expansions and tortoise crossings. A
tortoise crossing is a modified pipe. There are little smooth areas where the
smaller turtles can get in and go across.

SENATOR NGUYEN:
Are you familiar with the non-Interim Finance Committee (IFC) approval work
program approved for $22.6 million in equipment purchases in FY 2024-2025?

Ms. LARKIN THOMASON:
Yes. It was a balance forward.

SENATOR NGUYEN:

It was a balance forward that was expended. Including the non-IFC work
program in your projections would result in an ending Highway Fund balance of
$28.9 million, which is $122.6 million below the targeted 1 1/2 of capital
expenditures [1 month of operating and 1 1/2 of capitall] ending balance
calculated for FY 2024-2025.

| assume there is now a lower balance because that $22.6 million is not
included. What impact would the projected Highway Fund balance being much
lower than the calculated minimum for FY 2024-2025 and FY 2025-2026 have
on your cash flow needs and the corresponding State bond rating?

Ms. LARKIN THOMASON:

It is of deep concern to us. We look at the projects statewide. We look at what
grants we have. We look at the promises made. In each case, we work on a
worst-case scenario. If this happens, what do we need to carry it through? If
the federal funding does not come through on this project, can we use some
bond money to cover it to keep it going? The majority of it has been deferred.
We have cut our state program down considerably. Preservation is almost
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nonexistent this year. We are pretty much working on signs, striping, culvert
cleaning and patching.

When we look at state funds, we first look at payroll and then emergency
management. We try to match every dollar coming in because our ability to
meet some of these other needs is becoming diminished.

This year has been a mild winter, but two years ago it was a very wet winter
with heavy snow and flooding. The first three months | was here, we had
40 emergency contracts. They varied in different amounts. Some of them were
just a couple hundred thousand dollars, a few went up to $7 million. These
were things that needed to be addressed now. It was not a decision of whether
we could defer. It meant the safety of driving on that roadway, or it was
undercutting the roadways or shoring up the sides.

SENATOR NGUYEN:

Obviously, there are huge implications potentially for our State bond rating if we
are not able to close that gap. What are the specific ramifications of having an
unrestricted Highway Fund balance that is below the recommended 1 month of
operating and the 1 1/2 month's capital construction expenditures in
FY 2024-2025, FY 2025-2026, and FY 2026-2027?

FELICIA DENNEY (Assistant Director, Administration, Nevada Department of
Transportation):

This Highway Fund balance is projected to increase over the upcoming biennium
as NDOT continues to defer projects. It focuses primarily on federal funding.
However, it is very concerning to us. You mentioned our equipment budget
work program was a balance forward of equipment already ordered. We have
held off on ordering additional equipment budgeted this year. The implications
are we will have more unmet needs. We may not be as ready for emergencies
as we would like, to have that cushion for emergencies.

The State Highway Fund money is also used by the DMV, DPS, and the
Transportation Authority. Having a lower balance impacts those agencies as
well, so we are proceeding with caution. That is the unrestricted balance. There
are additional restricted funds and bond funds. We are working hard to utilize
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the Highway Fund money to the best of our ability to get the most out of those
dollars.

SENATOR NGUYEN:

It sounds like there are significant ramifications for the implementation of these
projects, like our ability to respond if we have weather emergencies or any other
kinds of emergencies. | know you have some significant projects coming before
IFC in April.

| have concerns, and | ask you to continue to work with our Fiscal staff, to
make sure we can figure out how the calculations of the Highway Fund balance
will be updated.

Ms. DENNEY:

Yes, we do work with your staff, and we appreciate their help as we can go
back and forth and make sure we are not missing anything. Some of the
discretionary grant opportunities require higher than our typical match. We do
not want to miss out on those opportunities. Another risk we run is not applying
for potential grant money if we do not have enough money to make a higher
match.

ASSEMBLYMEMBER ANDERSON:

You mentioned in slide 6 the possibility of deferring the U.S. Highway 395
North Valleys. | drive that almost daily since my school is in that area, and that
concerns me. What other possible programs are being deferred due to the lack
of available funding from the Highway Fund money and increases in inflation?

Ms. LARKIN THOMASON:

A lot of our Preservation Program has been deferred because it is completely
state funded. That includes betterment in the field at the different district levels.
We are turning some of our attention to other programs like signs and things
that also need to be done that do not take as much of the funds away.

We have moved other projects out into further years. As we look at any major
project around the State, we have placeholders and projects get moved further
out if we cannot meet the ones in the current year. Right now, we are looking
at two- and three-year projections, which we always have, but we solidified
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what we can put out in calendar year 2025. We are looking at FY 2025-2026
now. We will look at FY 2026-2027 and firming those up. Beyond that, we look
at what we need to move out to accommodate what we can pay for now to
manage the cash flow.

We are still planning on advertising U.S. Highway 395 North Valleys Phase 2
later this year and moving on it. We told the contracting community, though,
we would not begin construction until the following year because we cannot
guarantee it at this point. It is more of hedging our bet.

ASSEMBLYMEMBER ANDERSON:

| heard about the Preservation Program and some other projects. What are those
other projects? It sounds like you are pushing some of them back. Do you have
specific projects or is it just going to be a general answer of we are just going to
push them back a little bit, and we will let you know later?

Ms. LARKIN THOMASON:

Each area balances on the cash flow of one that would go out and what else is
going on in the area. In Southern Nevada, we have [Project] Neon Phase 2. We
have Via Nobila and the Henderson Interchange. We want to move something
on the Henderson Interchange because that was promised and not delivered. It
still needs to have phase going in. But as we put dollars into that, it means
other ones may be deferred outward.

ASSEMBLYMEMBER MOSCA:

| believe you called it a double-edged sword. What does NDOT think about
regarding the availability of federal funds and how we are going to deal with
that in the current fiscal year and the upcoming biennium?

SONDRA ROSENBERG (Deputy Director, Planning and Administration, Nevada
Department of Transportation):

We are watching the federal situation very closely. We are very involved with

the American Association of State Highway and Transportation Officials

(AASHTO). | have the pleasure of serving as vice chair on the policy forum for

that group. We are getting weekly, if not daily, updates.
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We are very concerned about the federal funding and any grants that have been
awarded but not obligated. We received several of them toward the end of last
year that are under review. We do not have guidance on whether those are
secured, including the North Valleys grant. We are working with the Governor's
lobbying team. We are working with a team in Washington, D.C. that support
us. We are working with AASHTO to get clarity and to convey the importance
of these projects and that continued federal funding.

We watch carefully and hope the formula funding will continue at the authorized
levels or maybe slightly below. We heard good news yesterday that a full year
continuing resolution is likely, and they are trying to fit in that 2 percent
increase that was authorized. That is not typical in a continuing resolution. We
hope the last year of the Infrastructure and Jobs Act will be appropriated. We
have to wait and see.

As it relates to grants, we have grants that were awarded but not obligated. We
have a couple grant applications that have gone in but have not been reviewed
or approved. We are anxiously waiting, and again, conveying to our delegation
and anyone we have with a voice in Washington, D.C. that it is important to
keep these programs going, including a $136 million bridge investment grant we
applied for.

If grants continue, we will be very selective in looking at that match
requirement. It puts a strain on our Highway Fund dollars. We have a couple of
grants under review that have zero match. We will keep our eye on those
opportunities.

We will continue working with the delegation and Washington, D.C. staff on
community projects or earmarks. Those are secure if they were in a prior
appropriations bill. But for those that have been proposed, we are trying to
gather information. We are being cautiously optimistic, and we are looking at
various scenarios of funding depending on what happens at the federal level.

| know you asked about projects. We are looking, for those betterment and
preservation projects that were typically state funded, at what elements of that
could be federalized to maximize the 95:5 option we have with the federal
government. So, again, we are cautiously optimistic, continuing to watch what
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happens, but preparing in case there is a delay or potentially lower funding and
adjusting our program for that. Even if the funding continues at the prior levels,
we have already slowed down our program. There is already an impact, and we
continue to convey that message to Washington, D.C.

ASSEMBLYMEMBER MOSCA:

When it comes to our ability to pay our employees and contractors, what steps
have you taken to be on the front end if that were to happen? Are we
anticipating anything?

Ms. ROSENBERG:

Paying our employees is the top priority. We factor that as a must do. What we
have done is slow down what is going out the door. That is why we see a
projected dip and then it coming back up. We are slowing down future
obligations and future contracts. You may hear that from the contracting
community. They are seeing it already. Paying projects that are already out the
door, paying our employees, keeping the lights on and paying the bills is our top
priority. We adjust other things that can be postponed.

ASSEMBLYMEMBER MOSCA:

What factors did the Department consider in determining which projects to fund
and complete in the 2025-2027 biennium with the recommendation included in
the Governor's recommended budget.

Ms. ROSENBERG:

We look at a number of factors such as prior commitments and projects that
have already started. We have a performance-based prioritization process called
the One Nevada Plan that looks at a number of performance measures to help
prioritize the programs and projects. It is a two-phase approach. There is
prioritization based on the data. There is also what we call harmonization which
looks at things like geographic distribution, Governor's priorities, budget
limitations and maximizing federal funding availability.

We can provide that backup if you like. But really, we look at paying our
employees, the safety of the system and preserving our assets as a top priority
while at the same time maximizing the available federal funds to maximize the
use of State Highway Fund monies.
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SENATOR TITUS:

| am worried about the projects you have on your list. Hearing the funding
limitations, the concerns of federal funding, what we have in the bank and
maybe increasing bonding, do we have enough money to pay for the projects
we have already started?

Ms. LARKIN THOMASON:

We have made the projects we started, the ones already under construction, a
priority. We have determined our Plans A and B. For instance, in North Valleys
Phase 1, if there is a limitation, there is existing bond money to cover that. We
are not going to take on additional responsibilities for payment until we are sure
those are cleared.

SENATOR TITUS:
Do you have enough bank and capacity to finish the projects you started in
U.S. Highway 395 North Valleys?

Ms. LARKIN THOMASON:

We are going to finish Phase 1 and a preservation project there. We have the
cash flow. What we are looking at is Phase 2B, the one we were hedging our
bets. It has the $89 million grant in it, but until we are sure of that grant going
through, that will throw a wrench in funding.

SENATOR TITUS:
What | am hearing is you do not have the funding to finish the complete project,
Phase 1 and 2.

Ms. LARKIN THOMASON:

| have the money to finish the ones under construction. | am watching closely
for the ones that have not yet begun and not yet advertised. So yes, it is part of
the phase.

SENATOR TITUS:
So, you have not gone on to bid for the other phases? Will those be completed
if money is in the bank?
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Ms. LARKIN THOMASON:

If you are talking about all three phases, no. We have the money guaranteed in
the bank for the phases that are advertised and under construction. The last
phase, which has not yet been advertised and has the grant money in it—until
we are sure about the grant money, | am not sure about that project.

SENATOR TITUS:
If we were to receive that grant money, do we have the capacity, then, to move
forward that project with money we have?

Ms. LARKIN THOMASON:
That is the intent, and that is what we are looking at the cash flow on.

SENATOR TITUS:
Are you saying we do not have the money, and we are going to have to figure
out the cash flow if we do get that grant?

Ms. LARKIN THOMASON:
Yes.

SENATOR NGUYEN:
To be specific, are you saying we do not have the money to complete the entire
project?

Ms. LARKIN THOMASON:

A project is three projects, not a single project. The ones under construction are
a priority to finish. We are watching the cash flow and the anticipated cash
flow. The anticipated cash flow is dependent on what grants come in with the
continuing resolution of the federal funds that will secure it.

SENATOR NGUYEN:

When we talk about Phase 1 for a project that has started construction, you are
saying you have the funds to complete it, but what does that mean? What does
that mean for our constituents on the roads? Are they going to see any benefit
to having Phase 1 completed?
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Ms. LARKIN THOMASON:
There is considerable benefit to having Phase 1 completed.

SENATOR NGUYEN:

So, it does not mean anything if you have a project with three phases and only
complete one? Will there be a significant benefit if we were to lose any of those
matching grant funding and had to stop at Phase 1?

Ms. LARKIN THOMASON:

It is very common for us to have phases. Each phase is a project that can stand
alone. The Spaghetti Bowl has five phases, and we finished Phase 1. Phase 2,
by the Nugget, is still under design in the National Environment Policy Act part.
In Las Vegas, we had [Project] Neon, which was Phase 1; we have a [Project]
Neon Phase 2, which is now several years later.

Phasing just means we look at the overall corridor or the overall interchanges for
that area. The project is broken down into projects that are complete unto
themselves that bring benefit. There is no benefit to doing something that has
no benefit to the public. The initial phase will feed into the subsequent phases.

SENATOR NGUYEN:

| just wanted to make sure people understand when they hear Phase 1 that the
Spaghetti Bowl is an ongoing project. When you finish Phase 1 and you start
Phase 2, it seems like a never-ending construction project. At the end of Phase
5, obviously all those phases will be integrated in time to start a new project in
the area.

What phase are we at in the |I-15 Tropicana project?

Ms. LARKIN THOMASON:
We are in the last few months.

CHAIR TAYLOR:

We recognize Highway Fund revenues are trending downward, but if you look at
the Governor's recommended budget, he recommends we bond against those
dollars. Do you think that is a sustainable long-term strategy since there is
minimal growth in that fund?



Senate Committee on Finance

Assembly Committee on Ways and Means

Subcommittees on Public Safety, Natural Resources, and Transportation
March 11, 2025

Page 21

Ms. DENNEY:

We cannot bond forever. It is not sustainable. The Department works with the
State Treasurer's bond counsel to determine if bonding is feasible. During the
FY 2025-2026 and FY 2026-2027 budgets, we thought it is a feasible
alternative to allow us to continue with projects. There have been instances
where we have had a bond in our budget and decided either it is not feasible,
the project is not ready, or we reduced the amount of bonding. We have those
options as well as we get closer to the time period.

We reach a point where we cannot bond every single year. It gets to a point
where the pay as you go versus bonding mix gets to be where it does not make
sense.

CHAIR TAYLOR:
What other solutions have you been able to research and identify? We know the
revenues in the Highway Fund money are decreasing, but the need is not.

Ms. ROSENBERG:

In the 2021 Session, NDOT was tasked with convening an advisory working
group to look at sustainable transportation funding. That report is available
online. It has been provided to the Governor and the Legislature with potential
options for sustainable funding. Our role is to advise and educate. We cannot
say here is the solution, but there is a suite of solutions on there.

We continue to look at what other states are doing. The reality is that the
primary fund source, the fuel tax, has not increased since 1993. We are trying
to run a 2025 transportation program on 1993 dollars.

The information is available from that study. We had one person at the table of
29 members. It is not necessarily an NDOT recommendation, but that report is
available online at <https://nvtransportationfuture.org>, and it has been
provided to some of the committees.

CHAIR TAYLOR:
Has that report been made available to this committee?
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Ms. ROSENBERG:

We can provide that report to this committee. We are concerned about the
funding levels, and we continue to look and provide education on various
options from other states and national studies.

ASSEMBLYMEMBER WATTS:

You noted your role is to compile information and educate. We know a lot of
agencies bring forward various policy proposals linked to addressing budgetary
concerns. Outside of providing those findings to the Governor, was there any
conversation or proposal to the Governor's Office to bring forward some of
those solutions to address the issues we are talking about?

Ms. ROSENBERG:

We continue to work with the Governor and provide information on various
options. | am not at liberty to say what specifically his policy stance is. We
continue to work with him and his staff and provide information on what other
states are doing.

SENATOR TITUS:

When you look at that funding policy you are going to submit with those
options, have you included the option of a toll road, and would that fit in those
plans?

Ms. ROSENBERG:
If you look at the full report, that option was evaluated. | believe it was
eliminated based on the vote of the advisory working group.

ASSEMBLYMEMBER DICKMAN:
Can you explain how the Department prioritized its recommendations for the
39 new positions and how that recommendation has changed in recent weeks?

Ms. LARKIN THOMASON:

The reevaluation came in when the administration changed. We started looking
at the elimination of several programs like the NEVI [National Electrical Vehicle
Infrastructure] Program, which is on pause. There are also other environmental
programs on pause. A good portion of what we requested was a reorganization
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of the environmental area. We prioritized areas where we have contracts out
and believe we can now fill with a position, which is more cost-effective.

We also asked for a couple of audit positions, more for internal controls. We
have not had an increase in that area for a couple of decades.

We also have facilities, particularly in the rural areas like Austin, where we have
trouble getting different types of contractors. It is more of a handyman who
continues to keep the facilities intact to keep them going. It comes down to
looking at the bare bones of what we thought would be more cost-effective.

ASSEMBLYMEMBER DICKMAN:

You brought up the equipment auditor and administration auditor. There was
recently an audit by the Legislative Counsel Bureau, Audit Division. Can you tell
us how those positions would assist the Department in addressing those audit
findings?

Ms. LARKIN THOMASON:

Even before the audit findings, we were moving the equipment to a
centralization. Depending on where you were in the State, shops were either
under the districts or under headquarters. They are now all under headquarters
to ensure documentation in each area is consistent. There are regular meetings
to ensure processes are in place. There is an additional auditor to go over the
documentation, making sure what is ordered matches what is put on a vehicle,
how it is put into the system and how it is registered back into the system.

There was a superintendent in the Las Vegas area that has historically fallen
under a maintenance supervisor. By moving it under an equipment supervisor, it
is someone more familiar with the actual work product. That is in motion. The
movement of the equipment shops has already been completed.

ASSEMBLYMEMBER DICKMAN:
Could you just briefly provide an update on what steps are being taken to
address some of the other findings in the audit?
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Ms. LARKIN THOMASON:

The stockpile issue was a result of an audit in 2020. Our maintenance area had
been working on looking at alternative ways to measure stockpiles. People were
using sticks or going by their shoulder heights. It was an estimate. Now there is
a computer application they use where they walk around, and it calculates
[stockpiles].

Regarding other controls like the utilization of cars, we are doing internal audits
of light vehicles and adding other information to the documents that you sign
when you do home storage. There are a number of controls already in place.

ASSEMBLYMEMBER HIBBETTS:

Can you explain the work of the new environmental scientist positions in
decision unit E-226 [B/A 201-4660] and how the reduction in recommended
staff would affect NDOT's Environmental Services Program?

NDOT - Transportation Administration — Budget Page NDOT-18 (Volume llI)
Budget Account 201-4660

E-226 Economic Growth & Business Development — Page NDOT-22

NovAa SivmpsoN (Wildlife Crossing Program Manager, Nevada Department of
Transportation):

We deal with the regulatory side of everything we do, maintenance up to
full-blown new roadways and construction. We do a lot of consulting out
because we do not have the capacity to take on some of the topics we have to
address, such as some of the National Environmental Policy Act of 1969
considerations, environmental impact statements, environmental assessments,
biological assessments, cultural resources, air, noise, Hazmat and asbestos.

We have a lot of things we have to look at. It is hard to say what will happen
with the current policies and how that will affect us. For example, U.S. Fish and
Wildlife requires quite a bit of mitigation and monitoring during construction
projects. It has been a big topic of concern with the costs we put forward and
to consultants. Trying to have something that can help with monitoring and the
regulatory compliance side, we will have to continue to sub out to contractors.
That is going to be a big cost. It is a lot of money. We could provide you what
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we are spending every year. My understanding is, it is several million dollars on
consultants for that part of the program.

ASSEMBLYMEMBER HIBBETTS:

In NDOT, you have approximately 69 positions that have been vacant longer
than a year. Have you done any analysis to see if you could move those vacant
positions or repurpose them to perform the functions of the new positions you
are requesting?

Ms. LARKIN THOMASON:

Yes, we do look at those positions. There are some areas, like maintenance
workers in the rural areas that we still need if we can fill them. Engineering
positions, particularly in the rural areas like Tonopah, have been down for
several years. An assistant district engineer, who is usually leadership, has been
vacant for almost a year in Ely.

We also just had another engineer retire in Elko. We are having trouble with
engineering in filling in structural area and hydrology. We are down about
25 percent, and it is it looks like it will probably be at 50 or 60 percent
reduction in engineering and construction. Those are positions we need if we
can fill them, which is why we are looking at retaining them. With some of the
changes in pay, we have been able to fill and have gone from almost 26 percent
vacancy rate to 14.7 percent. It is a step in the right direction, but we still need
those positions. That is why we have not repurposed some of them. Other ones
we are looking at moving to other areas or taking on other duties if necessary.

ASSEMBLYMEMBER WATTS:

We know 69 positions have been open for a year. It has been extremely
challenging to fill those positions. | understand the need is there, but did you
consider eliminating or reallocating those positions to help support some of
these other needs?

Ms. LARKIN THOMASON:

Yes, a few of them. We need leadership in the maintenance and engineering for
some of the more rural areas. One of my deputy directors over operations is
spending a lot more time in District 3 traveling, which is fine, but it takes a lot
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of checking in and monitoring on each area because we do not have the
leadership positions there.

ASSEMBLYMEMBER WATTS:

| see we have a proposed new unclassified rural community specialist. | think
you mentioned some of the travel needs. Given the difficult financial situation,
particularly that this Department finds itself in, why did you determine the need
to add this position? It seems like it was to do the work of some of the other
positions within the Department, but with a rural focus.

Ms. LARKIN THOMASON:

By paying attention earlier, the partnerships are better. Even if it is small
projects, in the long run, | consider it a big bang of return on investment out in
the areas, listening to them, knowing what development is suddenly coming in,
being aware, bringing that back to headquarters and coordinating with them.
That constant communication is hugely beneficial, and it is a two-way street.

ASSEMBLYMEMBER WATTS:
Does the Department not have that communication between the different areas
and the central office?

Ms. LARKIN THOMASON:

We have some communication. We meet yearly with the counties usually at
staff level. Those meetings are very focused on the planning needs. It is very
technical in nature. It is not listening to or hearing what is going on in the town.
That is the part | am interested in.

ASSEMBLYMEMBER WATTS:
Rest facility improvement is one of those ongoing items where we continue to
be over budget and behind schedule.

During the last session, we estimated a cost of $37.4 million for the
three facilities. Now, the projection for the three facilities is $47.7 million. That
is about a $10 million or 27 percent increase. It seems like we are only focusing
on the Beowawe facility. How much funding did the Legislature allocate for the
rest facilities last session, and how much was spent?
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Ms. DENNEY:
| did not bring that information with me, but we can provide that.

ASSEMBLYMEMBER WATTS:

What was the estimated timeline for the completion of these rest facility
upgrades that was provided to the Legislature last session, and what is the
latest now? It seems like the plan is to get Beowawe done during this upcoming
biennium, and it looks like we are not putting funding forward to complete the
other two facilities. It appears that will be at some point in the future. Do you
have an estimate of when you think that will be?

Ms. LARKIN THOMASON:
When state funding is short in other areas deemed more immediate, that is a
major reason they are delayed.

Ross BAKER (Deputy Administrator, Architecture, Nevada Department of
Transportation):

Because it is state funding, the Trinity and Millers Rest Areas have been

deferred. There is not a clear date for when construction would begin. Millers is

capable of being built, the plans are complete, and it is ready to go. Beowawe is

in the same boat. Upon funding availability, we expect construction to take

approximately a year.

ASSEMBLYMEMBER WATTS:

| will be interested in that follow up information. | know we are having
difficulties, but we knew we were facing significant construction inflation and
other things. | am trying to better understand if we were putting money toward
planning and trying to advance these projects and what we envisioned that
timeline looked like two years ago versus now. It looks like we are going to get
one of them done, and the other two are on hold for the foreseeable future until
the financial picture improves.

| saw that the cost for the Beowawe Project is $20.3 million, and it looks like
the budget recommends $18.5 million. Can you explain, especially considering
the changes in construction costs, how you determined $18.5 million will be
enough to ensure the Beowawe Project is completed?
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MR. BAKER:
There is some remaining budgetary authority from the current biennium that is
foreseen to be balanced forward.

ASSEMBLYMEMBER WATTS:
When Beowawe is down and being worked on, there is going to be an impact.
How do we minimize the impacts to travelers during that project?

MR. BAKER:

It is actually two rest areas. It is one location, but there is not a ramp across the
highway travel direction, so it is one direction dedicated each to the east and
west direction on |-80. Phasing will be negotiable with the contractor. We wiill
have to take at least one direction completely down at a time because of the
way the power and water feeds work. There could be interruptions to the other
direction as well. It might not be a complete interruption. We plan to work with
the public information personnel at NDOT to actively put out notices to travelers
to keep them updated with respect to closures.

ASSEMBLYMEMBER BROWN-MAY:

As | look at some of the background materials for the fueling system upgrade,
including the fueling sites that have been completed and the number of sites
planned, | believe we started this project in the 78th Legislative Session back in
2015. The original NDOT project was supposed to do the fueling system
upgrade with about $16 million over a 4-year period, from 2016 to 2019. In the
report you gave today, the completion date of this project in 2030, and it looks
like the Governor is allocating an additional $14.5 million over the
2025-2027 biennium for the 54th site.

| am a little confused as how a 4-year project now is a 20-year [project]. Can
you tell me why did we go from a 4-year project to a 20-year project?

Ms. LARKIN THOMASON:

It has to do with equipment. There were a number of leaking tanks that were
not anticipated in the original. There is a lot more cleanup remediation that
needed to be done at the different sites.
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There are other aspects of the original estimate of what the needs would be
going in. The original was more of a we are going to go in and replace the
pumps. They had the barrel keys you turn to get in. We modernized them where
you actually use a card to fill up your tank. All these things took additional
funding. It just became much bigger than originally anticipated.

ASSEMBLYMEMBER BROWN-MAY:
Was there remediation done for the leaking tanks, and are there reports about
that?

MR. BAKER:

Yes. The remediation has to go through the Nevada Division of Environmental
Protection. It is overseen by certified environmental managers and yes, there are
reports over all remedial items.

Ms. LARKIN THOMASON:

There was a replacement of tanks. All the tanks are now put above ground and
are easier to get into. They are heavier construction or double than what the
original ones we planned. It is really just the additional remediation, the
replacement of tanks and the other things associated with it.

ASSEMBLYMEMBER BROWN-MAY:

What | am hearing you say is we have improved the project by investing now in
above ground tanks as opposed to underground tanks so we will not have to
have that remediation problem later. | am seeing a head nod.

Given that this project has been going for 10 years and we only have about
58 percent of the fuel sites replaced to date, can you talk about how you came
to the calculation the project would be completed by 20307

MR. BAKER:

The replacement is not equivalent among sites. Most of the sites that have been
replaced are heavy fixers, and many of the ones that have been deferred to later
in the program are much less profound in scope. That is one piece.
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Another piece is at this point in the program enough time has gone by, and
enough work has been done, that we have better information to understand the
cost and timeframe that remains for completion.

SENATOR TITUS:

In enhancement unit E-550, you submitted some system enhancements. What
is the need for the various IT systems enhancements included in that budget
[201-4660]?

E-550 Technology Investment Request — Page NDOT-24

JERAMIE BROWN (Chief, Information Technology, Nevada Department of
Transportation):

In that budget category, we have a large number of systems reaching end-of-life
and end-of-support that we are replacing. Thankfully, not all of them are due for
replacement at the same time. We simply would not have the manpower or
manhours to replace all of them in a single biennium. We are spreading the cost
across multiple biennia to keep cost as low as possible and complete the most
urgent replacements each budget cycle.

These replacements are necessary to keep NDOT in compliance with state IT
security policy and standards and the Center for Information Security Controls
mandated by Nevada Revised Statutes (NRS) 603A. When we look at the
replacements, we look at when they come under end-of-support. That means
the manufacturer is no longer providing updates to that application. They are no
longer providing security updates. When those go out of support it leaves NDOT
vulnerable to cybersecurity incidents. We are trying to prevent that.

SENATOR TITUS:
Are you using your legacy Cobalt system? What are you using?

MR. BROWN:

It is a variety. Some of these systems are Windows-based, some of them are
Linux-based. When we look at why they need to get replaced, it is really a
matter of the infrastructure they were originally built on. Does that
manufacturer still support that particular version of the software? Do they
support that iteration of hardware they are on? What does that mean for us?
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How do those applications integrate into the overall infrastructure and ecology
or the ecosystem in that network? Can we leverage the data for other
applications to help us make data driven decisions so when the director and the
deputy directors are looking at particular sets of data, how easy is it for them to
get that data and correlate it to other elements within our environment? We are
looking at all of those things and making sure we make smart choices in which
ones we are going to upgrade, in what particular biennium and what the impact
is overall for the Department.

SENATOR TITUS:
What additional IT systems or enhancements are you anticipating in future
biennia beyond the 2025-2027 biennium?

MR. BROWN:

| wish | could say we are going to replace these things and then we would be
done. Unfortunately, in the IT space, that is just not a realistic expectation. This
is an ongoing issue. As systems age and vendors decide they are no longer
going to support that, we have to find a replacement. We do our best to project
out those replacements.

Unfortunately, we also have instances where a company will simply go out of
business. They will declare bankruptcy and go out of business. It may be a
system NDOT relies on for particular aspects. One example is Mandley that
helps us manage the roadway infrastructure. The vehicles drive around, scan
and apprise us of the condition of the roadways. That company went out of
business. We have to find a replacement so that we can continue those
operations.

SENATOR TITUS:

You mentioned you would not have the personnel now to do the programs you
need so you have to do these in steps. You are not discussing something like
the phase projects that | am hearing on this road construction stuff where you
do not have the manpower, and you do not have the money?

MR. BROWN:
No. What | am talking about is if we tried to replace every single legacy system
at NDOT all in the same biennium, that is unrealistic. We only have so much
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staff. We only have so much time. What we do is plan out which ones to
replace and make sure we have the resources, personnel and time available to
get that done within that biennium.

SENATOR TITUS:

You said your automatic vehicle location and telemetric system is in Phase 1. |
am worried about these phases now. Are you going to be able to complete
Phase 2 or Phase 3 as opposed to just doing Phase 1?

MR. BROWN:

Yes. When we plan these out, we look at what that phase is and then how
much we are going to get done, what the completion of that phase is going to
give the Department as far as capability and data. Each phase is not dependent
on the previous. Some phases are dependent on a previous phase getting
completed, but each phase, as it is completed, provides that full set of
functionalities.

ASSEMBLYMEMBER WATTS:

In February 2023, the NDOT Board approved an $11 million contract to Uprise
Fiber via consent agenda, and it is now apparent that a $9 million advance on
that state contract is missing, and the project is not complete. | was wondering
if you could give us some information about the standard practice for these
contracts to be developed, vetted and presented for approval to the NDOT
Board?

Ms. LARKIN THOMASON:

| cannot speak much about that project because it is under litigation. As far as
vetting, there was a year of negotiation before that came to the Board.
Typically, we brief each member of the Board in a one-on-one briefing with all
the contracts agreements, and we go through them one by one.

Some of the larger projects are done over a year. For example, we did a
presentation at the Board meeting yesterday on the I-15 design study to go
through the elements. The intent would be that very large projects, as we hit
significant phases or changes, it would be brought to the Board in the Director's
report and then again at the one-on-one when we have briefings on them.
Depending on the geographic or the project, there may be multiple meetings.
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Different Board members may have different levels of interest, and we provide
any additional information as requested, but we always make sure there is a
base level.

ASSEMBLYMEMBER WATTS:
Did the Uprise Fiber contract follow the process you laid out as standard
procedure?

Ms. LARKIN THOMASON:

It is difficult for me to say because | was not here during that portion of it. You
are talking about February of 2023. | started January 17, 2023, but | would be
very surprised if they did not follow a typical part of briefings.

SENATOR NGUYEN:

| recognize when it comes to this particular contract you probably are limited in
what you can talk about. | would like to talk about the contracting process. |
know vyour agency submitted Senate Bill (S.B.) 77 that also talks about
contracting, so | think it is appropriate to figure out who the NDOT Board
consists of. | just want to be clear. The NDOT Board that has to approve
contracts, including Uprise Fiber, includes Governor Lombardo, is that correct?

SENATE BILL 77: Revises provisions relating to highways. (BDR 35-302)

Ms. LARKIN THOMASON:
Correct.

SENATOR NGUYEN:

Lieutenant Governor Anthony is also on that Board; is that correct? You are
nodding vyes; | just want to make sure we get that for the record.
Controller Matthews is also on that Board?

Ms. LARKIN THOMASON:
That is correct.

SENATOR NGUYEN:
And then there is a representative from each of NDOTs four districts who are
also on that Board?


https://www.leg.state.nv.us/App/NELIS/REL/83rd2025/Bill/11890/Overview/
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Ms. LARKIN THOMASON:
There is a member who represents the Northwest District 2, a member who
represents the rural area and two members who represent the Las Vegas area.

SENATOR NGUYEN:

There are four members total making up those three geographical areas. To your
knowledge, did any of those Board members have issues with any contracts,
not just the Uprise contract, but any other contracts? Do they reach out to staff
to express any concerns they have about those contracts prior to voting to
approve those contracts?

Ms. LARKIN THOMASON:
Yes.

SENATOR NGUYEN:

With respect to this Uprise contract, did the Governor, the Lieutenant Governor,
the Controller, or any of those district representatives express any concerns to
[NDOT] before their approval of that contract?

Ms. LARKIN THOMASON:
| simply cannot answer that question.

SENATOR NGUYEN:
But they have the ability, if they wanted to, on any other contracts to express
that interest?

Ms. LARKIN THOMASON:
Yes, they do have the ability to ask for additional information. They can ask any
question they want.

SENATOR NGUYEN:
Will they reach out to [NDOT] to answer any questions before they approve any
contract?

Ms. LARKIN THOMASON:
Yes.
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SENATOR NGUYEN:

| just wanted to make sure there was an opportunity for these Board members,
before they approve contracts, to have those conversations and get any
guestions answered. | am assuming staff would, if there were issues or they
had concerns, bring that to the attention of the Governor, Lieutenant Governor,
Controller and other representatives.

Ms. LARKIN THOMASON:

The Board packet is sent to the Board members. They have the opportunity
anytime if they have a question about a project. The Board packet is sent out
approximately ten days before it is posted so that they have an opportunity to
see it before we brief them. We then go into these one-on-one briefings with at
least two members of the front office with each Board member that goes in.
They can answer questions about the packet. They may have other questions
like how a project is going, they have a concern, or are passing on a concern
from other agencies or something, that has been reported to them.

Many times, the Board will receive questions in general to the Board and those
are passed on to us. Many times, it is just: can you take care of this or look into
this, or we heard a complaint here, can you address this? Some of it is just a
back and forth. Those Board members definitely have our number. They know
how to get hold of us and we reach out on a regular basis. They will also tell us
when they are not pleased, and they want to hear more.

SENATOR NGUYEN:

There is not a circumstance where you would tell the Governor, no we are not
going to answer those questions, or no you cannot pull this item from a consent
agenda?

Ms. LARKIN THOMASON:

That is not something | would do. They have pulled, it is not often, but they do
pull items out from the consent agenda. Admittedly, in the last several meetings
there have not been a lot on the consent agenda. But yes, they have that
opportunity.

If we are talking about large projects like North Valleys, we generally do a very
large presentation going over the specifics of the project.
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SENATOR NGUYEN:
So larger projects have even more oversight for the Board to give them
assurances on these projects before they approve them?

Ms. LARKIN THOMASON:

When they have the large projects like Neon Phase 2, the I-15, or Brightline, we
try to give interim ones coming up. We already did one for the |1-80 East project
of where the phasing is now and what the current schedule is. Obviously, it has
a lot more construction and is not anticipated to begin for another two years,
but we want to get them prepped so they are aware of the scope of the project,
that they have an idea of the estimate of the project, the way it might be
delivered in phases or an alternative design, or anything like that.

SENATOR NGUYEN:

Is it your Agency that pulls together those consent agendas and makes
recommendations to the Board of what might be included on those agendas for
approval?

Ms. LARKIN THOMASON:

The items on our consent agenda are contracts, agreements and right of way
actions. It would be a separate item if there were any legal issues. The
Director's report is generally what is put in. Sometimes they are interested in
more in-depth information, and we are requested to prepare a presentation. We
talked about the Ely project last week. We talked about I1-80 West and maybe
an architecture project. Whatever we can do to try to get them more involved.
Also, many people are not aware of what we do, which might be like the One
Nevada Plan on the planning process, or it might be what we do in Aviation.
Most people do not realize we inspect, other than [Reno-Tahoe] and Harry Reid,
all the airports across the State.

SENATOR NGUYEN:

| find that very helpful. But just like we do in the Legislature, the buck stops
with us. If we want to pull things or if we want to approve things or the
responsibility of the decisions that we make on a consent agenda for example,
ultimately fall on us as they would on the Board. Is that correct?
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Ms. LARKIN THOMASON:
That is correct.

ASSEMBLYMEMBER DICKMAN:
Could you remind me again how long you had been in your position when that
was approved?

Ms. LARKIN THOMASON:
Three weeks.

ASSEMBLYMEMBER DICKMAN:
And, the Lieutenant Governor and the Governor and the Controller had been in
their positions for a month?

Ms. LARKIN THOMASON:
| do not remember the date.

ASSEMBLYMEMBER DICKMAN:
So, all the background work and advice would have been done previous to that,
correct?

Ms. LARKIN THOMASON:
You are making me uncomfortable talking about this particular project.

ASSEMBLYMEMBER DICKMAN:
| just wanted to get on the record that it was done before.

ASSEMBLYMEMBER BROWN-MAY:
Is it common for us to advance funds of that nature? It looks like 80 percent of
the funds for that project were advanced in this instance.

Ms. LARKIN THOMASON:
It is not common. Again, | am uncomfortable simply because | do not know
what | can or cannot talk about because the contract is under litigation.
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ASSEMBLYMEMBER BROWN-MAY:

| was curious to know if that was standard contracting. | know we work
through the Purchasing Division relative to how we do contracting. Do you
know if this vendor was a previous vendor in the State? Do we have a history
with this vendor?

Ms. LARKIN THOMASON:
| do not know the answer.

CHAIR TAYLOR:

It appears Uprise agreed to provide a schedule of construction and milestones.
Is it standard that the vendor agrees on the front end to provide milestones and
timelines?

Ms. LARKIN THOMASON:

In this particular instance, Uprise was the grantee for the U.S. Department of
Agriculture grant. Other than that, | am not going to speak specifically to
Uprise.

Typically, when an award is put out, we work together on a schedule which is
already predetermined that you will be looking at a notice to proceed at a
certain date. All the other preconstruction activities would be expected to get
back from the contractor. If we were to award a contract to Granite
Construction or RHB Construction, when the contract was awarded, they would
get together and do the preconstruction activity. There would be a
preconstruction meeting where they would go over the specifics where they
would look at the schedule, the estimate, the notice to proceed and so on. That
would be very common.

CHAIR TAYLOR:

What are standard contracts, and what is the standard result or consequence
when a contractor deviates from that agreement made in the preconstruction
meeting?
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Ms. LARKIN THOMASON:

We might get too far into the construction part where | might need to pull
someone else up. Normally there would be liquidated damages. Those would be
outlined in the agreement or the contract upfront.

CHAIR TAYLOR:
So, there is something that should happen that is baked in, agreed to, at the
beginning?

Ms. LARKIN THOMASON:
Correct.

CHAIR TAYLOR:

| know you have been there ten minutes when all this went down, but do you
have any idea when it came to the attention of NDOT that these requirements in
the contract were not being met?

Ms. LARKIN THOMASON:
| really cannot answer those questions.

ASSEMBLYMEMBER WATTS:

If there is an issue, what does the engagement with the Board look like? My
understanding is after a contract is approved the Department is involved in
some of the oversight of ensuring that some of these deliverables are being met
and that things are moving forward. If there is an issue, is the NDOT Board
generally notified?

Ms. LARKIN THOMASON:

It depends on what the issue is. If it is a significant issue, yes. At different
times it might be different Board members depending on where their particular
focus area is. On ongoing ones, they would generally, yes. Again, it depends on
the issues.

ASSEMBLYMEMBER WATTS:

It sounds like some of this may come up in briefings or direct conversations.
Does anything about that ever come back onto an agenda, even for discussion,
at meetings of the Board?
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Ms. LARKIN THOMASON:

Many things change during construction. You might find different ground
conditions. Maybe site conditions were different than anticipated. They started
to dig and that changed. Those are just considered part of regular construction
projects. They are recorded and documented. Any deviation of the plan or
deviation to the budget would have to be documented.

ASSEMBLYMEMBER WATTS:
What about in the instance of failure, potential fraud or other criminal activity?
Is that something that ever comes before the Board in an official capacity?

Ms. LARKIN THOMASON:
If it were a legal situation, it would be a closed meeting with the Board between
counsel and client.

ASSEMBLYMEMBER WATTS:
It sounds like when there is a very significant issue, the Board would be briefed.
If there is a legal issue, it is a closed session meeting.

Ms. LARKIN THOMASON:

It would depend on what the legal issue was. If it is under litigation, there might
be some general reporting of just the status of the case. In the case you refer
to, it would be a closed meeting.

ASSEMBLYMEMBER WATTS:
It appears that is as far as | can go with general questions. There is probably no
additional information we can get from NDOT about the details of the failures.

What engagement might there be from the Department or the Board outside of
litigation in addressing significant problems in the execution of a contract?

For example, before it gets to litigation, but money has gone out the door, it has
been determined that work has not been performed. What is the role the
Department plays in addressing that? Is there any role the Board would play
prior to getting to the point of potential legal action?
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Ms. LARKIN THOMASON:

Depending on how things progress, we would normally talk internally to any
lawyers. We have to determine if this is alleged or real to determine what the
steps would be. Normally we would talk to the Office of the Attorney General
(AG) if there was an issue that looked like there might be litigation or a legal
issue.

Significant problems would be briefed with different Board members, but it
would depend on the issue.

CHAIR TAYLOR:
Generally, what kind of financial projections does NDOT build into the contract
milestones from a financial standpoint?

Ms. LARKIN THOMASON:

The financial projection should be in [the contract]. As a contract progresses, it
could move faster or slower depending on different things or different aspects.
Generally, there are milestones. It might be whether it is on the critical path
method, path forward into specific areas. There might be other areas where
maybe something came up for an opportunity where they would advance
something faster. It might be an obstacle that came up where maybe there is a
utility conflict that has not gone through or slowed down a certain part.

Ms. DENNEY:

The vast majority of our projects are design-bid-build projects. We have already
laid out what all the components are, the projected cost for those components,
and we have construction folks on site who look and see what has been done.
We pay based upon the progress of the contractor, and they also do vigorous
testing and inspections to ensure the work is done properly.

Typically, we will have a number of working days in our contracts. We look at
how many working days we think something will take to get done. There are
always unknowns with the weather or maybe a site condition or something like
that. But typically, we progress when we have a multitude of projects going, if
one is ahead, usually another one is behind. Frequently they will offset each
other and that helps. It is easier to project when you have more projects versus
just one.
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CHAIR TAYLOR:
Do you ever build into the contracts some kind of clawback clause or something
to restrict that protects the State from having large losses on contracts?

Ms. LARKIN THOMASON:
| am going to have to provide it to you. | do not have a person here. We are
split between different meetings.

CHAIR TAYLOR:
If you would not mind providing that, | just want to see if we built anything that
helps protect us.

Ms. LARKIN THOMASON:

There are built ins when it goes forward. There are liquidated damages if
something is not done right. If something is not constructed properly, they have
to remove it, which is why we have inspectors and construction personnel
managing on-site the different projects.

There are parts where if we have fuel escalation, where if you use less, then we
get reimbursed. There are some where we pay more because it was going out.
There are a lot of different things to protect us if the construction is not done
properly or if it is not done in the time frame expected, there might be working
days. There is a cost for working days lost. | am speaking very general, but |
can have someone provide more specific information.

Ms. DENNEY:

We do also hold back a retention. We will also sometimes have bonding. We do
prequalification of contractors to ensure the companies bidding are well qualified
before we even entertain them bidding on a contract.

SENATOR NGUYEN:
You talked about some of these closed-door meetings. Are they agendized?

Ms. LARKIN THOMASON:

We have only had one since | have been back. It was not a closed door. It was
a meeting between the client, NDOT and the AG. At a meeting like that,
everyone gets fully briefed, and they can ask all the questions they want. | was
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assured by several lawyers, because | asked more than one, that this was
appropriate.

SENATOR NGUYEN:
If any of those Board members wanted to publicly agendize any item, could they
do that at any time?

Ms. LARKIN THOMASON:
Board members can ask that any item be agendized with the Governor's
blessing. But generally, any request we have received, we have put on.

SENATOR NGUYEN:
Are there regular set monthly meetings or quarterly meetings?

Ms. LARKIN THOMASON:
There are monthly meetings.

SENATOR NGUYEN:

If the Board discovered that subcontractors were not being paid in November of
2023, hypothetically, they would have that November, December, January and
February they could have agendized this in a public hearing at any time if they
requested it.

Ms. LARKIN THOMASON:

Most likely they would have called us directly ahead of time. If it was deemed
to be an issue or specific to a job, it might be something that was taken care of
elsewhere. If it was an item that needed to be more broadly broadcast, that
would be something that would be put on the agenda.

SENATOR NGUYEN:
Would any of the Board members have that ability to agendize a public item?

Ms. LARKIN THOMASON:
They would have the ability to request that an item be agendized.
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ASSEMBLYMEMBER WATTS:

| want to revisit the bonding issues. You talked about the difficulties in terms of
figuring out how to manage these projects. You discussed the Henderson
Interchange and the commitment to getting something done, but also that bids
came in double the expected price tag.

In the Bond Construction Account, the recommendation is for $85 million in
bonds pledged with Highway Fund revenue and $75 million in bonds pledged
with FRI. The FRI, because it is Clark County, is being put towards the
Henderson Interchange Project.

Given the trouble, in terms of the costs for these projects and how things look,
and because the plan is to issue those bonds, can you talk about that and the
funding mix that will be used from those bonds to address project needs?

Ms. LARKIN THOMASON:

You mentioned the FRI bonds. Those are Clark County, which means any
revenue generated from those bonds is used only on Clark County projects. The
last one we did not sell, we did not ask for the full amount, because that was
when the Henderson Bowl was canceled. It was while we still were looking for
bonds for other projects. We also felt it would not be appropriate to ask for the
full amount.

When bonds come up, we usually ask for their permission to do the bonding and
then confer with the Treasurer's Office and the bond counsel to make sure we
are not overextended.

Ms. DENNEY:
What NDOT typically does for the funding mix is put a priority on federal funds
and try to expend those first. We try to use the most difficult federal funding
first as it comes in different silos and each program with its own requirements.
We try to use the most difficult federal funding first to leave the more flexible
funding last.

We also look at our state funds availability. We reach out to our local partners.
Sometimes they decide they want to help us out with the project and provide



Senate Committee on Finance

Assembly Committee on Ways and Means

Subcommittees on Public Safety, Natural Resources, and Transportation
March 11, 2025

Page 45

some funding. That is always welcome. Last but not least, we look at our state
funds and t