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Chris Steller

From: Witt, Jennifer (DOT) <jennifer.witt@state.mn.us>
Sent: Wednesday, March 21, 2018 9:17 AM
To: Chris Steller
Subject: FW: Mandated Report Request: Minn. Stat. 174.03 Subd. 9; 2003 Minn. Laws  1st Spl. 

Sess.Chap. 19 Art. 2 Sec. 41

Chris- 
 
To fulfil the requirements for both the November and February, MnDOT holds a meeting inviting legislators and 
legislative staff to discuss the forecast of HUTD Fund and the Trunk Highway Fund revenues and expenditures. As 
the law requires, MnDOT holds the meeting after MMB releases its forecast data.  The February forecast meeting 
was held on Monday, March 5, 2018.  Below are links to the two documents provided, the 2018 Financial Snapshot 
and the February 2018 Transportation Funds Forecast: 

1. MnDOT 2018 Financial Snapshot 
2. February 2018 Transportation Funds Forecast 

 
If you need anything further, just let me know. 
 
Sincerely, 
 
Jennifer Witt 
MnDOT Government Affairs 
395 John Ireland Blvd. 
St. Paul, MN 55155 
651 366-4824 
jennifer.witt@state.mn.us 

 
 
 

From: reports@lrl.leg.mn [mailto:reports@lrl.leg.mn]  
Sent: Tuesday, March 20, 2018 1:53 PM 
To: Witt, Jennifer (DOT) <jennifer.witt@state.mn.us> 
Subject: Mandated Report Request: Minn. Stat. 174.03 Subd. 9; 2003 Minn. Laws 1st Spl. Sess.Chap. 19 Art. 2 Sec. 41 
 

FIRST REQUEST 

To: Jennifer Witt 
Minn. Dept. of Transportation 
MnDOT Office of Government Affairs 
395 John Ireland Boulevard 
140 
St. Paul, MN 55155-1899 

This document is made available electronically by the Minnesota Legislative Reference Library 
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/lrl/lrl.asp 
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According to our records, the following legislation mandated your agency to produce a report: 

Cite: Minn. Stat. 174.03 Subd. 9; 2003 Minn. Laws 1st Spl. Sess.Chap. 19 Art. 2 Sec. 41  
Topic: Forecast of highway user tax distribution fund and trunk highway fund revenues and expenditures  
Due date: March 01, 2018  
Date of last publication: December 8, 2017  

When the report is completed, you are required by statute to send two print copies and an electronic version to 
the Legislative Reference Library (MS 3.195; MS 3.302). If the report is posted on the web, the electronic 
requirement is fulfilled. Please reply with the URL of the electronic version.  

Legislative Reference Library 
Attn: Acquisitions Dept. 
645 State Office Building 
St. Paul, MN 55155-1050  

Electronic version to: reports@lrl.leg.mn  

If you believe that the report has already been submitted, please reply with the title of the document so that we 
can reconcile your information with our database.  

Thank you for your help. If you have questions, please contact Chris Steller (651-296-0586), chriss@lrl.leg.mn. 

Sincerely, 
Elizabeth Lincoln, Director 
Minnesota Legislative Reference Library  



Actual

Per Article XIV of the State Constitution, these revenues (net of collection costs and transfers) are transferred: 58.9% to Trunk Highways, 27.55% to Counties, 8.55% to 
Municipalities, 5% to flexible highway account for county and municipal turnbacks, township roads and township bridges

h i g h w a y  u s e r  t a x  d i s t r i b u t i o n  f u n d  ( H U T D )

t r u n k  h i g h w a y  f u n d

G a s  C o n s u m e d * *

 ** Implied gallons based on actual revenue divided by tax rate

H U T D  f a c t s

H U T D  F u n d  R e v e n u e

Revenue

Motor Fuel Tax $   878 $   888 $   899

Motor Vehicle Registration Tax (Tab Fees) 652 686 702

Motor Vehicle Sales Tax (MVST) 384 417 429

Other 3 5 5

Total Revenue $1,918 $1,996 $2,035 $2,120

P o l i c i e s

Financial Policies FY14 FY15 FY16 FY17

Debt Management

13% 13% 15% 15%

Description

Fund Balance Total

Unreserved

$415 $276 $382

 = in compliance with policy

FY 18FY 16

$   911

753

453

4

FY 17FY 15FY 14

$   922

785

464

4

$2,263

Millions of Gallons

FY14 (act)

FY15 (act)

FY16 (act)

FY17 (act)

FY19 (fcst)

1.9%

1.1%

1.3%

1.3%

0.3%

3,081

3,115

3,155

3,195

3,247

FY21 (fcst) -1.1%3,206

FY18 (fcst) 1.3%3,235

FY20 (fcst) -0.2%3,240

FY 19

$   925

808

477

4

$   923

827

493

5

$   914

839

507

5

$2,306 $2,455 $2,475

Debt service for the Trunk 
Highway Fund (THF) should 
not exceed 20% of annual 
state revenues to the THF

Maintain a balance of 6% of 
annual state revenues + 2% of 
authorized but unissued debt

Maximizing use of AC as program allows

$377

Cash Balance

Advance
Construction (AC)

45 53

Policy Target Score

<20% $$

$$ $$

~90 million
in FY 18

<$805 million

>15 days 43 46

FY18 FY19

16% 16%

$137 $136

42 39

FY20

16%

$263

36

FY21

16%

$422

$47 $45 $164 $321

39Maintain 15 days of cash 
flow needs

Should not exceed target 
amounts in policy statement

Financial Snapshot
Fiscal Year 2018, February 2018 Forecast

% change vs previous year

$$

$$

$$

$ in rounded millions

$ in rounded millions

Forecast

ForecastActual

 = out of compliance with policy (none for this forecast)

FY 20 FY 21
FY17 % of HUTD
Total Revenue

43%

36%

21%

0%

100%

G a s o l i n e  T a x  R a t e

July 1, 2012*

* Final Chapter 152 phase-in of 5 cent gas tax increase and 3.5 cent debt 
service surcharge

28.0 cents to 28.5 cents (debt service 
surcharge)

In FY 17, 1¢ of gas tax generated ~$32.0 million in revenue to the HUTD

Minnesota’s total state gasoline taxes are 28th highest out of 51 states including 
the District of Columbia (taxes include state excise taxes and other state taxes and 
fees) (Source: API, as of 1/2/2018)

$292

General Fund Transfers 0 0 0 88 90 207 2090 0%

$297$184$325



Actual Forecast

ForecastActual

D e b t  S e r v i c e  A m o u n t s B o n d  O v e r v i e w

FY 14 FY 15 FY 16  FY 17

Debt Service Transfer $ 136 $ 155 $ 181 $ 194

Local Government Advances 5 0 0 0

Transportation Revolving 
Loan Fund (TRLF)

2 2 2 2

Total Debt Service

Bonds Authorized since 2000*

Bonds Sold**

Remaining to be Sold

$   144 $ 157 $ 183 $ 196

$   3,909

$   2,733

$   1,176

 * Includes the $940 million authorized during the 
2017 Legislative Session

 ** The most recent bond sale in September 2017 
included $114 million of TH bonds

*   Does not include federal transit funds or bond 
funds

 ** Reflects activity in all 3 airport funds: State 
Airports, Hangar Loan Revolving and Air 
Transportation Revolving

Fund balance policy requires an undesignated, unreserved 
fund balance of no less than 5% of total appropriations but 
no more than 15% (maximum of $3 million)

  * Does not include bond funds

* FY 18 debt service transfer reflects actual

M n D O T  T r a n s i t  F u n d i n g

FY14 FY15 FY16 FY17

General Fund $ 16 $ 23 $ 20 $ 20

Transit Assistance Fund
Motor Vehicle Sales Tax 26 28 29 30

Motor Vehicle Lease Tax 23 23 29 33

Total Funding* $ 64 $ 74 $ 77 $ 83

S t a t e  A i r p o r t s  F u n d  F o r e c a s t
Actual

FY14 FY15 FY16 FY17

Balance Forward $  6 $  21 $  25 $ 18

Revenue 20 27 21 25

FY18

$ 19

23

FY19

$ 5

21

21 24 18 19 5 5

C o m m i s s i o n e r ’ s  O r d e r  D i s t r i b u ti o n s

2014 2015 2016 2017

Net Revenues Available $ 1,853 $ 1,945 $ 2,025 $ 2,061

2018 2019

$ 2,226 $ 2,258

Counties

Town Roads and Bridges

Municipalities

The Commissioner’s Order is issued 
in January based on November 
forecast information. Per the 
Commissioner's Order process 
defined in Minnesota Statutes 
Chapter 162.07, .08, .13 and .14, 
net HUTD revenue is allocated to 
counties and municipalities based 
on various percentages and 
calculations. 2019-21 distributions 
are based on forecast.

t r u n k  h i g h w a y  b o n d s

o t h e r

o t h e r modes

county state-aid highway (CSAH) / municipal  state-aid street (MSAS) funds

Total Distributions to Local Governments

543

168

43

569

181

46

$ in rounded millions

$ in rounded millions

All dollars in thousands ($1 = $1,000)

$ in rounded millions

ForecastActual

Forecast

M n D O T  A l l  A p p r o p r i a ti o n s *  -  F Y  2 0 1 8 - 1 9 A p p r o p r i a ti o n  A l l o c a ti o n  P l a n

Special Revenue 194,334 194,334 388,669

Federal (Non-Trunk Highway) 477,019 468,450 945,469

All Other Appropriations 104,847 105,130 209,976

Total Statutory Appropriations 776,200 767,914 1,544,114

Grand Total Appropriations $3,744,919 $3,655,131 $7,400,051

FY 2018 FY 2019 Total

Total Direct Appropriations

Grand Total All Appropriations

8.2%

8.2%

30.7%

9.9%

6.3%

33.6%

3.0%

Multimodal Systems

Program Planning & Delivery

State Road Construction

Operations and Maintenance

Debt Service

State Aid for Local Transportation

Agency Management & Other

100%

2,959,907    2,878,405 5,838,312

Total Open Appropriations 8,812 8,812 17,625

Statutory Appropriations:

FY19 FY21

$ 17 $ 17

32 34

37 38

$ 87 $ 89

FY18 FY20

$ 1 $ 17

31 33

37 38

$ 68 $ 88

FY 18* FY 19

$ 211 $ 216

7 7

3 3

$ 221 $ 226

FY 20

$ 223

7

3

$ 232

FY 21

$ 230

7

3

$ 240

2020

$ 2,407 $ 2,427

2021

General Fund Transfer

Expenditures 20 25 29 24 37 22

Less Appropriations Carryover

Balance Before Reserves

2 3 3 3

Fund Balance** $ 19 $ 22 $ 15 $ 16

3

$ 2

3

$ 2

FY20

$ 5

21

FY21

$  5

21

5 5

21 21

3

$ 2

3

$ 1

639

174

48

15

643

173

48

712

192

54

717

194

52

766

207

56

774

210

56



 

 

 

 

 
 

 

 
 

  
 

 
  

 

 

 

 

 

Released March 2, 2018 

Transportation Funds Forecast February 2018 

Forecast Highlights 

FY 2018-19 HUTD revenues are 
down $0.9 million (0.0 percent) from 
November 2017 Forecast 
Gas tax is down $1.0 million (0.1 
percent), registration tax is down $3.0 
million (0.2 percent) and motor vehicle 
sales tax is up $7.1 million (0.8 percent) 
in the FY 2018-19 biennium compared 
to the November 2017 forecast. 

1,847 
1,593 

941 

187 

1,848 
1,596 

934 

191 

-

1,000

 2,000 

Gas Tax Tab Fees MVST Other 

HUTD Revenues, FY 2018-19 Biennium 
Change from November '17 Forecast 

($ in millions) 

Feb '18 Nov '17 

HUTD Allocations by Fund HUTD Allocations by Fund
Biennial Totals and Change from November '17 Forecast HUTD revenues are transferred to the 

($ in millions) Trunk Highway, County State Aid Highway 
(CSAH) and Municipal State Aid Street

Revenue Source FY 18-19 Change FY 20-21 Change 
(MSAS) funds based on formulasTrunk Highway 2,648 (0.6) 2,861 20.8 

CSAH 1,464 (0.3) 1,581 11.5 established in the Minnesota Constitution 
MSAS 384 (0.0) 415 3.0 and statute. Total HUTD revenues 
Other (DNR, DPS, Revenue) 72 0.0 72 (0.4) decreased slightly in the FY 2018-19 
Total 4,568 (0.9) 4,930 35.0 biennium and increased slightly in the FY 

2020-21 biennium. 

New HUTD Revenues 
In 2017, the Legislature statutorily dedicated several transportation related revenues, previously dedicated to the 
General Fund, to the HUTD Fund beginning in FY 2018. In the FY 2018-19 biennium, these new revenues total 
$178.2 million (approximately four percent funding increase) and in FY 2020-21 revenues total $416.5 
(approximately nine percent funding increase). 



 

  
  

  

 

 

 

 

 

 

 

 

 

 

   

 

 

 

 

 

 

 

 

  


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 

Revenue Forecast 
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Revenue Forecast 

Introduction to Transportation Funding 
MnDOT is a multimodal agency encompassing not only highway construction and maintenance but aeronautics, rail 
and transit activities. In consultation with the Department of Minnesota Management and Budget (MMB) and 
Minnesota Department of Revenue (DOR), we prepare fund statements for six transportation funds. These fund 
statements are prepared in November and February of each fiscal year. Additional updates are prepared at the end of 
each legislative session (EOS) to incorporate law changes impacting the transportation funds. Where comparisons 
are made in this document to the prior forecast, changes reflect the difference from the November 2017 fund 
statements. MnDOT prepares fund statements for the following funds: 

 Highway User Tax Distribution Fund (HUTD) 
 Trunk Highway Fund (TH) 
 County State Aid Highway Fund (CSAH) 
 Municipal State Aid Street Fund (MSAS) 
 Transit Assistance Fund (TAF) 
 State Airports Fund (SAF) 

HUTD Sources and Uses 

FY 2018 Estimates
 

($ in millions)
 

Gas Taxes 

$922.1 (41%) 
Tab Fees 

$784.6 (35%) 

Highway User Tax Distribution Fund 

95% 
Distribution 

THF 

(62%) 

CSAH 

(29%) 

MSAS 

(9%) 

5% Set 
Aside 

Flexible 
Highway 
Account 

(53.5%) 

Town 
Roads 

(30.5%) 

Town 
Bridges 

(16%) 

DNR 
Transfers 

Motor 
Vehicle Sales 

Tax 

$464.2 (21%) 

General 
Fund 

Transfers 

$87.8 (4%) 

Other 

$4.4M (0%) 

-Article XIV of the Minnesota Constitution 

-General Fund Transfers include: fixed portion of sales tax on auto parts, 11% of total Motor Vehicle Lease Sales Tax 

(MVLST) and rental sales taxes (both 6.5 percent & 9.2 percent) 

-DNR transfers for unrefunded gas taxes per Minn. Stat. 296A.18 (totals about 2.5% of total gas taxes) 


Note: Numbers in the text and tables may not add to the totals due to rounding. Unless otherwise noted, years used to describe 
the budget outlook are state fiscal years, from July 1 to June 30. 
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Revenue Forecast 

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: 

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 using public 
streets and highways. The current passenger motor vehicle registration tax policy was instituted in 2008, wherein 
vehicles are taxed based on $10 plus 1.25 percent of the vehicle’s value, depreciated over time through the 10th year 
of registration, after which the additional tax is $25 ($35 total). These rates are set according to Minn. Stat. 168.013, 
subdivision 1a. The tax for commercial vehicles is based on vehicle weight and age. 

Motor Vehicle Sales Tax (MVST): There is a 6.5 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: 
 Not more than 60 percent must be deposited in the HUTD Fund 
 Not less 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 TAF. 

Other Revenue: 

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

Sales Tax on Auto Parts: Revenue from a portion of the general sales tax on motor vehicle repair or replacement 
parts must be transferred to the HUTD Fund on a monthly basis beginning in FY 2018. According to Minn. Stat. 
297A.94, in FY 2018-19 the monthly deposit amount is $2,628,000 and subsequently the monthly amount is 
$12,137,000. Previously this revenue remained in the General Fund. 

Rental Sales Tax: Revenue collected for the short-term motor vehicle rental tax under Minn. Stat. 297A.64 (9.2 
percent) and for the general sales tax from 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. Previously this revenue remained in 
the General Fund. 

State Airports Fund: The SAF receives revenue from four different revenue sources that are not shared with any of 
the other five transportation funds. These revenues are: sales tax on aircraft, airline flight property tax, aircraft 
registration tax and aviation gasoline and special fuels tax. This fund was statutorily created to carry out aviation 
functions in Minn. Stat. 360.017. 

All of the funds, except the TAF, receive investment income earned on the cash balances in the funds. 
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Revenue Forecast 

Legal Citation – Quick Reference Guide 

Motor Fuel Tax 
 Article XIV of the Minnesota Constitution 
 Minn. Stat. 296A - Tax on petroleum and other fuels 
 Minn. Stat. 296A.083 - Debt service surcharge 

Vehicle Registration Tax  
 Article XIV of the Minnesota Constitution 
 Minn. Stat. 168.013 - Tax on passenger vehicles 

Motor Vehicle Sales Tax 
 Article XIV of the Minnesota Constitution 
 Minn. Stat. 297B.09 - Allocation of revenue 

General Fund Transfers 

 Minn. Stat. 297A.94 – Sales tax on Auto Parts and Transfer of 
Rental Tax 
 Minn. Stat. 297A.64 – Tax on Rental Vehicles (9.2 percent) 
 Minn. Stat. 297A.62 subd. 1– Sales Tax on Rental Vehicles (6.5 

percent) 

Motor Vehicle Lease Sales Tax  Minn. Stat. 297A.815 - Allocation of revenue 

Transit Assistance Fund 
 Minn. Stat. 297B.09 - Allocation of motor vehicle sales tax revenue 
 Minn. Stat. 297A.815 - Allocation motor vehicle lease sales tax 

revenue 

State Airport Fund 

 Minn. Stat. 360.017 – Creates State Airport Fund 
 Minn. Stat. 270.075 – Air Flight Property Tax 
 Minn. Stat. 296A.09 – Aviation Gasoline and Special Fuel Taxes 
 Minn. Stat. 360.531 – Aircraft Registration Taxes 
 Minn. Stat. 297A.82 – Sales Tax on Aircraft 
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Revenue Forecast 

Revenue Forecast 

Motor Fuel Excise Tax (Gas Tax) 
The current gas tax rate in Minnesota is 28.5 cents per gallon: 25 cents plus a 3.5 cent debt service surcharge. This 
surcharge is intended to partially cover the debt obligations for capital projects on the trunk highway system1. 

9 11 13 
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25 25 25 25 25 
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Historical Motor Fuel Excise Rate 

Motor Fuel Excise Rate Debt Service Surcharge 

The map below provides information about how Minnesota’s gas tax rates compare with those in the surrounding 
states and with federal tax rates: 

1 Authorized in the Laws of 2008, Chapter 152. The final debt service surcharge increase of a half cent was implemented on July 1, 2012. 
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Revenue Forecast 

The outlook for fuel consumption is affected by vehicle miles traveled (VMT) and the fuel efficiency of vehicles, 
which are impacted by:  
 the economy and world oil prices 

 long-term policy (e.g. corporate average fuel economy (CAFE) standards) 

 consumer trends toward more fuel efficient vehicles 

 utilization of other transportation options 

0 

10 

20 

30 

40

 2,800
 2,900
 3,000
 3,100
 3,200
 3,300
 3,400 

M
ile

s 
P

er
 G

al
lo

n

M
ile

s 
T

ra
ve

lle
d 

(in
 b

ill
io

ns
) 

VMT vs. Miles Per Gallon 
EIA National Data 

(in billions) 

VMT Fuel Efficiency

 16.0

 16.5

 17.0

 17.5

G
as

ol
in

e 
(in

 Q
ua

dr
ill

io
n 

B
T

U
s)

 

Motor Gasoline Consumption 
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(in billions) 

Gas Consumption 

To forecast the gas tax, MnDOT reviews regional forecast information from the U.S. Energy Information 
Administration (EIA), the federal agency that collects and analyzes energy information. MnDOT also consults the 
macroeconomic national forecast of U.S. gasoline consumption produced by IHS Markit (IHS). IHS provides 
economic information and analysis, and is the same macroeconomic consultant that MMB uses to assist with 
forecasting the General Fund. Finally, this information is compared with actual fuel consumption history in 
Minnesota. 

IHS Forecast 
The most current IHS forecast, from February 2018, projects a decrease in consumption over the forecast period as 
compared to the prior forecast. 

EIA Forecast 
The most current forecast from EIA, the Annual Energy Outlook released once a year in January, projects declining 
consumption in the forecast years. 
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Revenue Forecast 

The specific forecasts are shown in the tables below: 

-0.1% 0.9% 

0.9% 

-0.3% 
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IHS Markit Changes, 
Highway Consumption of  Fuel 

Feb. 2018 vs. Nov. 2017 Forecast 

Feb '18 Nov '17 

0.1% 

-0.3% 

-1.3% 
-1.9% 

-3% 

-2% 

-1% 

0% 

1% 

2% 

3% 

2014 2015 2016 2017 2018 2019 2020 2021 
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e 

EIA Changes, 
Highway Consumption of  Fuel 

Feb. 2018 vs. Nov. 2017 Forecast 

Feb '18 Nov '17 

MnDOT Blended Average 
MnDOT uses a blended average of the consumption forecasts by EIA and IHS for the forecast period. Although the 
two forecasts are somewhat divergent during the forecast years, the long-term projections from both agencies are for 
reduced fuel consumption as vehicle fuel efficiencies increase at a faster pace than vehicle miles traveled. When 
combined, the year-over-year consumption projections from EIA and IHS have decreased slightly. These amounts 
are then multiplied by the motor fuel tax rate, resulting in the estimated revenue. 

0.0% 

0.3% 

-0.2% 

-1.1% 
-1.5% 

-1.0% 

-0.5% 

0.0% 

0.5% 

1.0% 

1.5% 

2.0% 

2.5% 

P
er

ce
nt

 C
ha
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e 

MnDOT Consumption Forecast Changes 
Feb. 2018 vs. Nov. 2017 

Feb '18 Nov '17 

*EIA/IHS blended average of 0.0 percent adjusted to 1.3 percent in FY 2018 to account for actual year-to-date revenues. 

For the current year, the EIA and IHS forecasts are adjusted for actual year-to-date revenues. Through January, year-
to-date actual revenues are higher than the combined forecast from EIA/IHS would indicate, and slightly higher 
than the November 2017 forecast. 
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Revenue Forecast 

878 
888 

899 
911 

922 925 923 914 

840
 860
 880
 900
 920
 940 

Gas Tax Revenues 
Feb. 2018 v. Nov. 2017 Forecast 

($ in millions) 

Feb '18 Nov '17 

Gas Tax Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 

2015 (act) 

2016 (act) 

2017 (act) 

2018 

2019 

2020 

2021 

878 878 -

888 888 -

899 899 -

911 911 -

922 921 0.8 

925 927 (1.8) 

923 931 (7.7) 

914 926 (12.3) 

-

-

-

-

0.1% 

-0.2% 

-0.8% 

-1.3% 

Motor Vehicle Registration Tax (Tab Fees) 
Revenue collected on passenger vehicles comprises about 80 percent of the total revenue from registration taxes, 
based on the value and age of the vehicle. The remaining revenue is provided primarily by taxes on commercial 
vehicles, such as trucks and buses. 

The forecast for the sale of new passenger vehicles is based on long term trends such as: 
 households saving income and limiting big purchases 
 increased length of vehicle ownership 
 shrinking percentage of licensed drivers of legal driving age 
 utilization of other transportation options 

MnDOT has a model to forecast revenue from passenger vehicles that is largely based on the forecast of the 
purchase of new passenger vehicles. Forecasts of the sales of new vehicles are provided by IHS and reflect national 
levels. The chart suggests that new vehicle sales increased slightly from the prior forecast, in line with increased 
projected real GDP growth in 2018 to 2.7 percent from 2.5 percent in the November forecast, and in 2019 to 2.7 
percent from 2.2 percent. This increase in GDP growth is in part driven by short term stimulus from recently 
enacted federal tax law changes. 
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Revenue Forecast 
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Unit Sales of New Light Vehicles 
History and IHS Markit Forecast 
(Millions of Units, Annual Rate) 

Nov' 17 

Feb '18 

History 

In addition to IHS data, the forecast reflects detailed information on the state’s existing fleet of vehicles by base 
value and age. The data is supplied by the Department of Public Safety (DPS) annually in February. This is updated 
once a year for the February forecast. This February forecast is based on the DPS detail from February 2017. Year-
to-date revenues in FY 2018 were below the November forecast, which combined with the slightly reduced new 
vehicle sales projections from IHS resulted in decreased revenue projections in FY 2018-19 but increases in FY 
2020-21. MnDOT assumes that an additional $147 million, on average, per year of registration tax revenue is 
received from taxes on various other types of vehicles, primarily on heavy trucks. 
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Revenue Forecast 

The current forecast of revenues is shown below: 

652 686 702 
753 785 808 827 839 

500 
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Motor Vehicle Registration Revenues 
Feb. 2018 v Nov. 2017 Forecast 

($ in millions) 

Feb '18 Nov '17 

Motor Vehicle Registration Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 652 652 - -

2015 (act) 686 686 - -

2016 (act) 702 702 - -

2017 (act) 753 753 - -

2018 785 787 (2.7) -0.3% 

2019 808 809 (0.3) 0.0% 

2020 827 823 3.9 0.5% 

2021 839 829 9.3 1.1% 

Motor Vehicle Sales Tax (MVST) 
The sale of motor vehicles is exempt from the general sales tax. Instead, most vehicles are subject to a 6.5 percent 
motor vehicle sales tax. This includes sales by car dealers and private individuals. 

DOR prepares the official forecast of this revenue, which is based on data provided by IHS. Overall, MVST revenue 
is projected to decrease in FY 2018 but increase in future forecast years compared to the November 2017 forecast, in 
line with projected increases in GDP growth. The current forecast of revenues is shown below: 
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MVST Revenues 
Feb. 2018 vs. Nov. 2017 Forecast 

($ in millions) 

Feb '18 Nov '17 

MVST Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 
2014 (act) 
2015 (act) 
2016 (act) 
2017 (act) 

2018 
2019 
2020 
2021 

384 384 -
417 417 -
429 429 -
453 453 -
464 471 (6.6) 
477 464 13.7 
493 476 17.1 
507 481 26.3 

-
-
-
-

-1.4% 
3.0% 
3.6% 
5.5% 

General Fund Revenue 
Beginning in FY 2018, a portion of general sales tax revenues is reallocated to the HUTD Fund from the General 
Fund. This revenue includes the 9.2 percent tax collected on short-term motor vehicle rentals under Minn. Stat. 
297A.64 and the 6.5 percent general sales tax on short-term motor vehicle rentals under Minn. Stat. 297A.62. The 
revenue collected on both taxes is forecast by MMB. In addition, a fixed portion of revenue from the general sales 
tax on motor vehicle repair or replacement parts is deposited in the HUTD Fund each month. This includes revenue 
collected on all motor vehicle parts, tires and accessories. The amount of revenue deposited each month is according 
to Minn. Stat. 297A.94. In FY 2018-19, $2,628,000 is deposited monthly, and in subsequent months beginning in FY 
2020, $12,137,000 is deposited monthly. The current forecast for these three new General Fund revenues are shown 
below: 
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Revenue Forecast 
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General Fund Transfers 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 

2015 (act) 

2016 (act) 

2017 (act) 

2018 

2019 

2020 
2021 

N/A N/A -

N/A N/A -

N/A N/A -

N/A N/A -

77 79 (2.3) 

80 82 (2.1) 

196 198 (1.5) 

198 200 (1.3) 

-

-

-

-

-2.9% 

-2.5% 

-0.8% 

-0.7% 

Motor Vehicle Lease Sales Tax (MVLST) 
The MVLST forecast is prepared by the DOR. The sales tax is collected by the lessor and reported and paid directly 
to DOR. The forecast in all future years increased as compared to the November 2017 forecast. As of FY 2018, all 
revenue from MVLST is reallocated for transportation purposes. MVLST revenues are deposited in the General 
Fund and transferred as follows at the end of the fiscal year: 

 38 percent to CSAH 
 38 percent to Greater Minnesota Transit 
 13 percent to Minnesota Transportation Fund (to be used for Local Bridge Program) 
 11 percent to the HUTD Fund 

The current forecast of revenues is shown below: 
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MVLST Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act)* 64 64 -

2015 (act) 79 79 -

2016 (act) 90 90 -

2017 (act) 99 99 -

2018 97 96 0.6 

2019 98 98 0.6 

2020 99 98 1.3 

2021 100 95 4.9 
*Capped at $9 million in FY 2014 for CSAH 

-

-

-

-

0.6% 

0.6% 

1.3% 

5.1% 
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Revenue Forecast 

Transit Assistance Fund Revenue 
The TAF receives revenue from MVST and MVLST. The MVST appropriation must be at least 40 percent of the 
total revenue according to the Minnesota Constitution, and is currently set at 40 percent by statute (Minn. Stat. 
297B.09). Of this revenue, 90 percent is allocated to metropolitan transit (36 percent of total MVST) and 10 percent 
is allocated to Greater Minnesota Transit (four percent of total MVST). As of FY 2018, 38 percent of all MVLST 
revenue will be allocated to the Transit Assistance Fund for Greater Minnesota Transit. Previously, the fund received 
50 percent of the total MVLST revenues above the first $32 million that was dedicated to the General Fund. 

Transit Assistance Fund Sources of Revenue 

FY 2017 


*In future years 38 percent of MVLST will be allocated to TAF. 

State Airports Revenue 
Three funds make up the total consolidated SAF: 

 State Airports Fund 
 Hangar Revolving Loan Fund 
 Air Transportation Services Revolving Fund 

The two revolving funds are not included in the consolidated fund statement ending balance because their receipts 
are dedicated to their specific functions. 

State Airport Fund Sources of Revenue
 
FY 2017 
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Revenue Forecast 

The 2013 Legislature made significant changes to the revenues dedicated to the State Airports Fund. The Aviation 
Tax Report (https://www.dot.state.mn.us/govrel/reports/2016/2016-aviation-tax-report.pdf), required by Minn. 
Stat. 360.675 and first completed in 2016, summarizes these Legislative changes as well as historical tax revenues and 
expenditures. This is a recurring report that is prepared every four years. 

The forecast for the SAF is focused on aviation gasoline and special fuel taxes, sales taxes on aircraft, aircraft 
registration taxes and investment income. The forecast for sales tax on aircraft and registration taxes are both based 
primarily on prior history, but have varied significantly by year. The aviation fuel tax forecast uses the regional jet 
fuel consumption forecast from the EIA. The airline flight property tax amount is a calculation specified in Minn. 
Stat. 270.075. This statute requires MnDOT to determine the amount as the difference between the “total fund 
appropriation and the estimated total fund revenues from other sources for the state fiscal year in which the tax is 
payable”. 

The current forecast of revenues is shown below: 
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Revenue Forecast 

Investment Income 
All of the transportation funds discussed in this document, with the exception of the TAF, earn investment income 
on cash balances. The amount of revenue is based on the amount of cash anticipated to be in the funds and the 
forecast interest rates for the invested cash. 

Interest rates are currently very low; they have averaged under one percent over the past few years. The February 
2018 forecast, provided by MMB, assumes that interest rates will increase in the latter years of the forecast period, 
especially in FY 2021 where the rate is projected to exceed 3.5 percent. 

Rates are expected to increase over the forecast period, and are slightly higher than November 2017 in all years. Cash 
balances in all funds are expected to be similar to the November 2017 forecast so the higher interest rates result in 
increased interest income in all funds in all years. 
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Fund Statements 

Fund Statements 


Transfers from HUTD Fund 
The HUTD Fund receives revenues from the three sources dedicated to highways and transit (gas tax, tab fees and 
MVST), as well as several minor sources of revenue. With the exception of the 40 percent of MVST dedicated to 
public transit, revenues from these three taxes are deposited into the HUTD Fund. In addition, beginning in FY 2018 
four new revenues sources are statutorily dedicated from the General Fund to the HUTD Fund, including a fixed 
portion of the sales tax on auto parts, 11 percent of MVLST, and all of both the 6.5 percent and 9.2 percent tax on 
rental vehicles. These revenues are transferred to the TH, CSAH and MSAS Funds, with small distributions specified 
in statute to the Department of Natural Resources (DNR). 

Of the total revenue to the HUTD Fund, after distributions to the DNR, 95 percent is allocated by the following 
formula specified in the Minnesota Constitution: 
 TH Fund – 62 percent 
 CSAH Fund – 29 percent 
 MSAS Fund – 9 percent 

The remaining five percent, referred to as the five percent set-aside, is allocated to the CSAH Fund. This funding is 
further allocated to Township Roads, Township Bridges and the Flexible Highway Account. 

The current forecast is shown below: 

1,918 1,996 2,035 2,120 2,263 2,306 2,455 2,475 

‐

1,000 
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HUTD Fund Revenues Forecast 
Feb. 2018 vs. Nov. 2017 

($ in millions) 

Feb '18 Nov '17 

HUTD Fund Revenues 
($ in millions) 

FY Feb '18 Nov '17 $ Change 
% 

Change 

2014 (act) 

2015 (act) 

2016 (act) 

2017 (act) 

2018 

2019 

2020 

2021 

1,918 1,918 -

1,996 1,996 -

2,035 2,035 -

2,120 2,120 -

2,263 2,274 (10.7) 

2,306 2,296 9.8 

2,455 2,443 12.3 

2,475 2,452 22.7 

-

-

-

-

-0.5% 

0.4% 

0.5% 

0.9% 
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Fund Statements 

The bar chart below details a 10-year history of actual revenues for the HUTD Fund (2008-17), and the relative shares 
of revenue attributed to gas taxes, tab fees and MVST over that period. During the last ten years, gas taxes have 
decreased as a percentage of total revenue, while tab fees and MVST provide increased percentages of total revenue. 
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Fund Statements 

Trunk Highway Fund 
The TH Fund receives transfers from the HUTD Fund and revenue from investment income. One other substantial 
source of revenue is federal aid agreements with the Federal Highway Administration (FHWA), where 
reimbursements for the federal share of highway construction projects are received. In addition, the fund receives 
revenues and transfers from several other smaller sources. Across FY 2018-21, 69 percent of resources are transfers 
from the HUTD Fund, 27 percent of resources are federal aid agreements and three percent of resources are other 
sources such as investment income. 

The current forecast, by biennium, is shown below: 
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Trunk Highway Fund Revenues 
($ in millions) 

HUTD Transfer Federal Interest & Other 

Debt Service – Trunk Highway Fund 
The forecast for expenditures is generally based on the previously enacted biennial budget, so there are typically no 
significant changes in forecasted spending. However, the TH Fund has unique constitutional authority to sell 
authorized Trunk Highway bonds2. The debt service on these bonds (payment of principal and interest) is specified as 
the first obligation of the fund. The biennial budget includes appropriation amounts for debt service, but the law also 
states that any increase in the amount of estimated debt service is to be transferred, because there is a statutory open 
appropriation for trunk highway debt service. 

Since the November 2017 forecast, the debt service estimates for future years have decreased slightly. The primary 
change is an increase in the projected premiums received on future bond sales due to lower projected interest costs on 
the bonds. Cash flow estimates, used in forecasting future bond sales and debt service amounts, are revised for 
scheduled bond sales and also impact the estimated debt service payments. 

2 See Article XIV, section 11 of the Minnesota Constitution 
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Fund Statements 

The graph below depicts the debt service transfer amounts by year, compared to the November 2017 forecast: 

MnDOT’s TH Fund is governed by four financial policies: Debt Management, Fund Balance, Cash Balance and 
Advance Construction (a link to all of the policies is included in the appendices index). The Debt Management Policy 
states that debt service should not exceed 20 percent of annual state revenues to the TH Fund3. This includes 
transfers to the state bond fund for debt service on Trunk Highway bonds, repayments of local government advances 
(LGA) in accordance with Minn. Stat. 161.361 and Transportation Revolving Loan Fund (TRLF) repayments in 
accordance with Minn. Stat. 161.04, subdivision 4. 

Our debt management policy estimates include FY 2022-24 to be consistent with the approach MMB uses when 
publishing the Debt Capacity Forecast. The table below demonstrates that estimated debt service expenditures from 
the TH Fund range between 15 percent and nearly 18 percent through the end of FY 2024, increasing each year and 
peaking at 17.6 percent in FY 2024. 

3 Developed to comply with Minnesota Statute 167.60 
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Fund Statements 

Debt Management Policy 
($ in millions) 

Year Total Debt Service (1) Estimated Current % Variance from 20% Policy Limit (2) 

2014 (act) 144.2 12.5% 87.4 
2015 (act) 157.0 12.6% 92.2 
2016 (act) 183.2 14.9% 62.9 
2017 (act) 195.7 15.1% 63.2 
2018 220.5 16.1% 53.3 
2019 225.6 16.1% 54.6 
2020 232.5 15.6% 66.5 
2021 239.8 15.9% 61.9 
2022 250.5 16.6% 51.2 
2023 265.2 17.6% 36.5 
2024 266.1 17.6% 35.7 

(1) Includes bond debt transfers, transportation revolving loans and local government advances. 
(2) Represents amount of additional debt service to reach 20 percent limit – a general guideline is to multiply this amount by 10 for an estimate of the 
additional bond capacity e.g. $35.7M x 10 = $357M in additional bond capacity. 

The graph below depicts the debt service estimates compared with the policy limit for the forecast period: 

As MnDOT manages to this policy, there are variables to the debt management calculation outside of the agency’s 
control. One of the largest variables is interest rate fluctuation, which can lead to large debt service expenditure 
fluctuations. Due to low interest rates, the fund balance has benefited the past several years. When bond interest rates 
drop below 5 percent, Trunk Highway General Obligation bonds command a premium which is accounted for in the 
year of sale. Therefore, debt service is lower the year the bonds are sold, but this decrease is then offset over the 20 
year life of the bonds. In recent years, MnDOT’s debt has increased primarily as a result of large bonding programs in 
2008 (Laws of 2008, Chapter 152 - $1.8 billion) as well as bonding from subsequent years, including 2017 (Laws of 
2017, First Special Session, Chapter 3 - $940 million). MnDOT anticipates bond sales from the 2008 program to end 
in FY 2021 and sales from all current authorized debt to end in FY 2024. 
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Fund Statements 

The bar chart below illustrates the reduction to debt service as the result of bond sale premiums: 
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Fund Statements 

Fund Balance Impacts 
The table below summarizes the impacts on the TH Fund balance for the revenue and expenditure forecasts 
previously discussed (amounts in millions). 

FY18-19 FY20-21 

Transfers from HUTD (0.6) 20.8 

Federal Aid Agreements - -

Interest 1.1 3.8 

Other Revenues and Transfers - -

Total Revenue and Transfer Impact 0.5 24.7 

Transportation Expenditures - -

Other Agencies - -

Debt Service Transfer (1.7) (6.2) 

Total Expenditure and Transfer Impact (1.7) (6.2) 

Fund Balance Change 2.3 30.9 

Total Cumulative Change 2.3 33.2 

Nov '17 Forecast 133.9 389.2 
Feb '18 Forecast 136.2 422.4 

Change 2.3 33.2 

Reserved Fund Balance (Feb '18) 91.0 101.8 

Unreserved Fund Balance (Feb '18) 45.1 320.6 
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Fund Statements 

County State Aid Highway (CSAH) Fund 
The CSAH Fund receives transfers from the HUTD Fund and revenues from investment income and MVLST. 
Minnesota Statutes, Chapter 162 provides the criteria by which funds are allocated to statutory accounts within the 
CSAH fund and Minnesota’s 87 counties. Beginning in 2016, estimated revenues for counties will be split between 
“apportionment sum” and “excess sum” based on fixed percentages. 68 percent is allocated to apportionment sum 
and 32 percent is allocated to excess sum. These two amounts are then allotted to counties using different formulas 
specified in statute. These allotments are calculated each year based primarily on revenue estimates for the CSAH 
Fund. 

The portion of revenue received from MVLST is allocated to five of the seven metropolitan counties, excluding 
Hennepin and Ramsey counties. These funds are added to the regular allocation for these counties. 

These allocations also include the five percent set-aside portion of the total revenues from the HUTD Fund. The 
Constitution allows the legislature to allocate this five percent in a manner different from the constitutional formula 
(62 percent to the TH Fund, 29 percent to the CSAH Fund and nine percent to the MSAS Fund). The current 
allocation is 100 percent to the CSAH Fund (Minn. Stat. 161.081). This funding is further allocated to Township 
Roads (30.5 percent), Township Bridges (16.0 percent) and the Flexible Highway Account (53.5 percent). The portion 
allocated to the Flexible Highway Account is also available for transfer to the TH and MSAS Funds, if so designated 
in the appropriation law. Any transfers authorized by the current appropriation law are included in the totals shown 
below. 

The CSAH Fund is directly appropriated based on the most current revenue forecast at the time the biennial budget is 
prepared. The Commissioner’s Order (http://www.dot.state.mn.us/safinance/appmt/commorder2018.pdf) is on a 
calendar year basis and allocates the funds based on revenue estimates in the preceding November forecast each year. 
The result is an increase or decrease to the direct appropriation amount each year after the Commissioner’s Order is 
executed in January.  

CSAH Expenditure Forecast 
Once allocations are made to the counties the funds are considered committed. Actual spending is at the discretion of 
the counties, with guidance from MnDOT’s State Aid Division. 

The current forecast is shown below: 
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CSAH Expenditures and Transfers 
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($ in millions) 
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CSAH Expenditures and Transfers 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 578 578 - -

2015 (act) 692 692 - -

2016 (act) 632 632 - -

2017 (act) 652 652 - -

2018 777 773 3.4 0.4% 

2019 793 785 7.2 0.9% 

2020 844 836 7.5 0.9% 

2021 853 841 11.6 1.4% 
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Fund Statements 

Municipal State Aid Street (MSAS) Fund 
The MSAS Fund receives transfers from the HUTD Fund, authorized transfers from the CSAH Fund and revenues 
from investment income. Minnesota Statutes, Chapter 162 provides the criteria by which funds are allocated to 
statutory accounts within the MSAS fund and to each of the Minnesota State Aid cities defined as having a population 
of 5,000 or greater. The allocations are calculated based primarily on revenue estimates for the MSAS Fund, not 
including transfers from the CSAH Fund. 

The MSAS Fund is also directly appropriated based on the most current revenue forecast at the time the biennial 
budget is prepared. The Commissioner’s Order (http://www.dot.state.mn.us/safinance/appmt/commorder2018.pdf) 
is on a calendar year basis and allocates the funds based on revenue estimates in the preceding November forecast 
each year. The result is an increase or decrease to the direct appropriation amount each year after the Commissioner’s 
Order is executed in January.  

MSAS Expenditure Forecast 
Once allocations are made to the municipalities, the funds are considered committed. Actual spending is at the 
discretion of the municipalities, with guidance from MnDOT’s State Aid Division. 

The current forecast is shown below: 

164 184 188 
152 

197 198 212 215 

0 
50 

100 
150 
200 
250 

MSAS Expenditures and Transfers 
Feb. 2018 vs. Nov. 2017 

($ in millions) 

Feb '18 Nov '17 

MSAS Expenditures and Transfers  
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 164 164 - -

2015 (act) 184 184 - -

2016 (act) 188 188 - -

2017 (act) 152 152 - -

2018 197 194 3.1 1.6% 

2019 198 197 1.3 0.7% 

2020 212 211 1.8 0.9% 

2021 215 212 2.5 1.2% 
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Fund Statements 

Transit Assistance Fund (TAF) 
Beginning in FY 2018, 38 percent of MVLST revenue is allocated to the TAF – Greater Minnesota Transit account. 
In previous years, half of the MVLST revenues (net of $32 million that remained in the General Fund) were allocated 
to this fund. The fund also receives 40 percent of MVST revenues. 

The total estimated revenue for the TAF is shown below: 

279 301 315 335 346 355 366 376 
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Transit Assistance Fund Revenues 
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Transit Assistance Funds Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 279 279 - -

2015 (act) 301 301 - -

2016 (act) 315 315 - -

2017 (act) 335 335 - -

2018 346 350 (4.2) -1.2% 

2019 355 346 9.3 2.7% 

2020 366 354 11.9 3.4% 

2021 376 357 19.4 5.4% 

Of this total revenue, the estimated revenue for the Greater Minnesota portion of the TAF is shown below: 
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Greater Minnesota Transit Revenues 
Feb. 2018 v. Nov. 2017 

($ in millions) 
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Greater Minnesota Transit Revenues 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act) 48 48 - -

2015 (act) 51 51 - -

2016 (act) 58 58 - -

2017 (act) 64 64 - -

2018 68 68 (0.2) -0.3% 

2019 69 68 1.1 1.7% 

2020 70 69 1.6 2.4% 

2021 72 68 3.6 5.3% 

Transit Assistance Fund Expenditure Forecast 
MVST revenues are statutorily appropriated. The share allocated to metropolitan transit is appropriated to the 
Metropolitan Council, and the share allocated to Greater Minnesota transit is appropriated to MnDOT. For the 
Metropolitan Council allocation, this means that forecast revenues are the same as forecast expenditures in the fund 
statement. For the MnDOT allocation, a spending plan was developed by the Transit Office to spend down the 
available resources over the next four years. For MVLST, because revenue is not transferred until the following fiscal 
year, the amount estimated for the current year is shown as an appropriation carry forward into the next year. 
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Fund Statements 

Currently, a Greater Minnesota Transit Account policy is being finalized to provide an appropriate amount of 
reserves in the fund to protect against significant shifts in revenue or spending. 
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Fund Statements 

State Airports Fund (SAF) 
The SAF receives revenues from aviation gasoline and special fuel taxes, aircraft registration taxes, sales taxes on 
aircraft and other small sources such as investment income. These revenues must be sufficient to support the direct 
appropriations from the Legislature, which are used to carry out aviation functions such as airport development and 
assistance grants, aeronautic planning, administration and operations. 

The total estimated revenues and transfers for the SAF are shown below (note these amounts reflect only the State 
Airports Fund, and do not include the activity in the two revolving funds): 

*2014 includes $15 million General Fund repayment 
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State Airports Revenue and Transfers 
(SAF Only) 

Feb. 2018 vs. Nov. 2017 
($ in millions) 

Feb '18 Nov '17 

State Airports Fund Revenues and Transfers 
($ in millions) 

FY Feb '18 Nov '17 
$ 

Change 
% 

Change 

2014 (act)* 34 34 - -

2015 (act) 26 26 - -

2016 (act) 21 21 - -

2017 (act) 24 24 - -

2018 22 22 (0.1) -0.5% 

2019 21 21 (0.8) -3.6% 

2020 20 21 (0.2) -0.9% 

2021 20 21 (0.7) -3.5% 

Fund Balance Policy 
A State Airports Fund Balance policy exists to provide an appropriate level of reserve in the SAF to protect against 
major fluctuations in revenue. 
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Appendices 
Appendix 1: Highway User Tax Distribution Fund Statement 

Appendix 2: Trunk Highway Fund Statement 

Appendix 3: County State Aid Highway Fund Statement 

Appendix 4: Municipal State Aid Street Fund Statement 

Appendix 5: Transit Assistance Fund Statement 

Appendix 6: State Airports Fund Statement 

Appendix 7: Minnesota Highway User Tax Revenue – 10-Year History 2008-17 

Appendix 8: Minnesota Highway User Tax Revenue – Percentage of Total Revenues 

Appendix 9 HUTD Revenues Year-over-Year Growth Percentage Trend 

Policy Links: Policy Links 

Contacts 

Kristi Schroedl, Chief Financial Officer 651-366-4859 kristi.schroedl@state.mn.us 
Robin Sylvester, Financial Management Director 651-366-3165 robin.sylvester@state.mn.us 
Josh Knatterud-Hubinger, Budget Director 651-366-4913 josh.knatterud-hubinger@state.mn.us 

28 

mailto:josh.knatterud-hubinger@state.mn.us
mailto:robin.sylvester@state.mn.us
mailto:kristi.schroedl@state.mn.us


 

 
 
 

 
 

 
  

29 



 

 
 
 

 
 

 
  

30 



 

 
 
 

 
 

 
  

31 



 

 
 
 

 
 

 

32 



 

 
 
 

 
 

 
  

33 



 

 
 
 

 
 

 
  

34 



 

 
 
 

 
 

   
 Appendix 7
 

35 



 

 
 
 

 
 

   

 

 

 

                              

 


 

  

  

 

  

Appendix 8
 

49% 47% 49% 49% 50% 50% 50% 49% 
52% 52% 

50% 
48% 47% 46% 45% 44% 43% 

41% 40% 
38% 37% 

51% 

37% 37% 38% 38% 37% 37% 
36% 35% 34% 

33% 
33% 34% 34% 34% 35% 36% 

35% 35% 
34% 34% 

15% 15% 13% 13% 12% 12% 15% 14% 14% 16% 19% 19% 20% 21% 21% 21% 
21% 21% 

20% 21% 

4% 4% 
8% 8% 

0% 

20% 

40% 

60% 

80% 

100% 

2001 2003 2005 2007 2009 2011 2013 2015 2017 

Source: Minnesota Department of Transportation, Office of Financial Management 
Annual Revenues and Expenditures for Transportation Purposes (Budgetary Basis) and Feb. '18 Forecast 

Minnesota Highway User Tax Revenue 
FY 2001-2017 Actuals, 2018-2021 Based on Feb. 2018 Forecast 

% of  Total Revenues 

Gas Taxes 

Tab Fees 

MVST 

Feb. 2018 
Forecast 

18 19 20  21 

General Funds 
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Appendix 9 
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HUTD Revenues 
Year‐over‐Year Growth % 

10‐Yr Actual 4‐Yr Fcst 

February 2018 Forecast 

Note: Large increases in FYs 
2009‐12 reflect changes passed 
in Laws of 2008, Chapter 152 

Note: Large increases in FYs 
2018‐21 reflect changes 
passed in Laws of 2017, 
Chapter 3 
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	Introduction to Transportation Funding 
	Introduction to Transportation Funding 
	MnDOT is a multimodal agency encompassing not only highway construction and maintenance but aeronautics, rail and transit activities. In consultation with the Department of Minnesota Management and Budget (MMB) and Minnesota Department of Revenue (DOR), we prepare fund statements for six transportation funds. These fund statements are prepared in November and February of each fiscal year. Additional updates are prepared at the end of each legislative session (EOS) to incorporate law changes impacting the tr
	 Highway User Tax Distribution Fund (HUTD) 
	 Trunk Highway Fund (TH) 
	 County State Aid Highway Fund (CSAH) 
	 Municipal State Aid Street Fund (MSAS) 
	 Transit Assistance Fund (TAF) 
	 State Airports Fund (SAF) 
	HUTD Sources and Uses .FY 2018 Estimates. ($ in millions). 
	Gas Taxes $922.1 (41%) Tab Fees $784.6 (35%) Highway User Tax Distribution Fund 95% Distribution THF (62%) CSAH (29%) MSAS (9%) 5% Set Aside Flexible Highway Account (53.5%) Town Roads (30.5%) Town Bridges (16%) DNR Transfers Motor Vehicle Sales Tax $464.2 (21%) General Fund Transfers $87.8 (4%) Other $4.4M (0%) 
	-Article XIV of the Minnesota Constitution .-General Fund Transfers include: fixed portion of sales tax on auto parts, 11% of total Motor Vehicle Lease Sales Tax .(MVLST) and rental sales taxes (both 6.5 percent & 9.2 percent) .-DNR transfers for unrefunded gas taxes per Minn. Stat. 296A.18 (totals about 2.5% of total gas taxes) .
	Note: Numbers in the text and tables may not add to the totals due to rounding. Unless otherwise noted, years used to describe the budget outlook are state fiscal years, from July 1 to June 30. 

	Legal Authority for Collection of Revenue 
	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: 
	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 using public streets and highways. The current passenger motor vehicle registration tax policy was instituted in 2008, wherein vehicles are taxed based on $10 plus 1.25 percent of the vehicle’s value, depreciated over time through the 10th year of registration, after which the additional tax is $25 ($35 total). These rates are set according to Minn. Stat. 168.013, subdivision 1a. The tax for commercial vehicles i
	Motor Vehicle Sales Tax (MVST): There is a 6.5 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: 
	 Not more than 60 percent must be deposited in the HUTD Fund 
	 Not less 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 TAF. 
	Other Revenue: 
	Other Revenue: 
	MVLST: MVLST is a 6.5 percent tax on leased motor vehicles. According to Minn. Stat. 297A.815, the MVLST revenue is allocated in the following percentages beginning in FY 2018: 38 percent to CSAH, 38 percent to the TAF (Greater Minnesota Transit account), 13 percent to the Minnesota State Transportation Fund (for local bridges) and 11 percent to the HUTD. 
	Sales Tax on Auto Parts: Revenue from a portion of the general sales tax on motor vehicle repair or replacement parts must be transferred to the HUTD Fund on a monthly basis beginning in FY 2018. According to Minn. Stat. 297A.94, in FY 2018-19 the monthly deposit amount is $2,628,000 and subsequently the monthly amount is $12,137,000. Previously this revenue remained in the General Fund. 
	Rental Sales Tax: Revenue collected for the short-term motor vehicle rental tax under Minn. Stat. 297A.64 (9.2 percent) and for the general sales tax from 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. Previously this revenue remained in the General Fund. 
	State Airports Fund: The SAF receives revenue from four different revenue sources that are not shared with any of the other five transportation funds. These revenues are: sales tax on aircraft, airline flight property tax, aircraft registration tax and aviation gasoline and special fuels tax. This fund was statutorily created to carry out aviation functions in Minn. Stat. 360.017. 
	All of the funds, except the TAF, receive investment income earned on the cash balances in the funds. 
	Legal Citation – Quick Reference Guide 
	Legal Citation – Quick Reference Guide 
	Legal Citation – Quick Reference Guide 

	Motor Fuel Tax 
	Motor Fuel Tax 
	 Article XIV of the Minnesota Constitution  Minn. Stat. 296A - Tax on petroleum and other fuels  Minn. Stat. 296A.083 - Debt service surcharge 

	Vehicle Registration Tax  
	Vehicle Registration Tax  
	 Article XIV of the Minnesota Constitution  Minn. Stat. 168.013 - Tax on passenger vehicles 

	Motor Vehicle Sales Tax 
	Motor Vehicle Sales Tax 
	 Article XIV of the Minnesota Constitution  Minn. Stat. 297B.09 - Allocation of revenue 

	General Fund Transfers 
	General Fund Transfers 
	 Minn. Stat. 297A.94 – Sales tax on Auto Parts and Transfer of Rental Tax  Minn. Stat. 297A.64 – Tax on Rental Vehicles (9.2 percent)  Minn. Stat. 297A.62 subd. 1– Sales Tax on Rental Vehicles (6.5 percent) 

	Motor Vehicle Lease Sales Tax 
	Motor Vehicle Lease Sales Tax 
	 Minn. Stat. 297A.815 - Allocation of revenue 

	Transit Assistance Fund 
	Transit Assistance Fund 
	 Minn. Stat. 297B.09 - Allocation of motor vehicle sales tax revenue  Minn. Stat. 297A.815 - Allocation motor vehicle lease sales tax revenue 

	State Airport Fund 
	State Airport Fund 
	 Minn. Stat. 360.017 – Creates State Airport Fund  Minn. Stat. 270.075 – Air Flight Property Tax  Minn. Stat. 296A.09 – Aviation Gasoline and Special Fuel Taxes  Minn. Stat. 360.531 – Aircraft Registration Taxes  Minn. Stat. 297A.82 – Sales Tax on Aircraft 




	Revenue Forecast 
	Revenue Forecast 
	Motor Fuel Excise Tax (Gas Tax) 
	Motor Fuel Excise Tax (Gas Tax) 
	The current gas tax rate in Minnesota is 28.5 cents per gallon: 25 cents plus a 3.5 cent debt service surcharge. This surcharge is intended to partially cover the debt obligations for capital projects on the trunk highway system. 
	1

	9 11 13 16 17 20 22 22 25 25 25 25 25 0.5 0.5 2.1 2.5 3 3.5 0 5 10 15 20 25 30 1975 1980 1981 1983 1983 1988 2008 2008 2008 2009 2010 2011 2012 Gas Tax Rate in Cents Historical Motor Fuel Excise Rate Motor Fuel Excise Rate Debt Service Surcharge 
	The map below provides information about how Minnesota’s gas tax rates compare with those in the surrounding states and with federal tax rates: 
	Figure
	Authorized in the Laws of 2008, Chapter 152. The final debt service surcharge increase of a half cent was implemented on July 1, 2012. 
	1 

	The outlook for fuel consumption is affected by vehicle miles traveled (VMT) and the fuel efficiency of vehicles, which are impacted by:  
	 the economy and world oil prices . long-term policy (e.g. corporate average fuel economy (CAFE) standards) . consumer trends toward more fuel efficient vehicles .
	 utilization of other transportation options 
	0 10 20 30 40 2,800 2,900 3,000 3,100 3,200 3,300 3,400 Miles Per GallonMiles Travelled (in billions) VMT vs. Miles Per Gallon EIA National Data (in billions) VMT Fuel Efficiency 16.0 16.5 17.0 17.5Gasoline (in Quadrillion BTUs) Motor Gasoline Consumption (EIA National Data) (in billions) Gas Consumption 
	To forecast the gas tax, MnDOT reviews regional forecast information from the U.S. Energy Information Administration (EIA), the federal agency that collects and analyzes energy information. MnDOT also consults the macroeconomic national forecast of U.S. gasoline consumption produced by IHS Markit (IHS). IHS provides economic information and analysis, and is the same macroeconomic consultant that MMB uses to assist with forecasting the General Fund. Finally, this information is compared with actual fuel cons
	IHS Forecast 
	IHS Forecast 
	The most current IHS forecast, from February 2018, projects a decrease in consumption over the forecast period as compared to the prior forecast. 

	EIA Forecast 
	EIA Forecast 
	The most current forecast from EIA, the Annual Energy Outlook released once a year in January, projects declining consumption in the forecast years. 
	The specific forecasts are shown in the tables below: 
	-0.1% 0.9% 0.9% -0.3% -1% 0% 1% 1% 2% 2% 3% 3% 4% 2014 2015 2016 2017 2018 2019 2020 2021 Percent Change IHS Markit Changes, Highway Consumption of Fuel Feb. 2018 vs. Nov. 2017 Forecast Feb '18 Nov '17 0.1% -0.3% -1.3% -1.9% -3% -2% -1% 0% 1% 2% 3% 2014 2015 2016 2017 2018 2019 2020 2021 Percent Change EIA Changes, Highway Consumption of Fuel Feb. 2018 vs. Nov. 2017 Forecast Feb '18 Nov '17 

	MnDOT Blended Average 
	MnDOT Blended Average 
	MnDOT uses a blended average of the consumption forecasts by EIA and IHS for the forecast period. Although the two forecasts are somewhat divergent during the forecast years, the long-term projections from both agencies are for reduced fuel consumption as vehicle fuel efficiencies increase at a faster pace than vehicle miles traveled. When combined, the year-over-year consumption projections from EIA and IHS have decreased slightly. These amounts are then multiplied by the motor fuel tax rate, resulting in 
	0.0% 0.3% -0.2% -1.1% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% Percent Change MnDOT Consumption Forecast Changes Feb. 2018 vs. Nov. 2017 Feb '18 Nov '17 
	*EIA/IHS blended average of 0.0 percent adjusted to 1.3 percent in FY 2018 to account for actual year-to-date revenues. 
	For the current year, the EIA and IHS forecasts are adjusted for actual year-to-date revenues. Through January, yearto-date actual revenues are higher than the combined forecast from EIA/IHS would indicate, and slightly higher than the November 2017 forecast. 
	-

	878 888 899 911 922 925 923 914 840 860 880 900 920 940 Gas Tax Revenues Feb. 2018 v. Nov. 2017 Forecast ($ in millions) Feb '18 Nov '17 
	Table
	TR
	Gas Tax Revenues ($ in millions) 

	FY 
	FY 
	Feb '18 Nov '17 $ Change 
	% Change 

	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	878 878 -888 888 -899 899 -911 911 -922 921 0.8 925 927 (1.8) 923 931 (7.7) 914 926 (12.3) 
	----0.1% -0.2% -0.8% -1.3% 




	Motor Vehicle Registration Tax (Tab Fees) 
	Motor Vehicle Registration Tax (Tab Fees) 
	Revenue collected on passenger vehicles comprises about 80 percent of the total revenue from registration taxes, based on the value and age of the vehicle. The remaining revenue is provided primarily by taxes on commercial vehicles, such as trucks and buses. 
	The forecast for the sale of new passenger vehicles is based on long term trends such as: 
	 households saving income and limiting big purchases 
	 increased length of vehicle ownership 
	 shrinking percentage of licensed drivers of legal driving age 
	 utilization of other transportation options 
	MnDOT has a model to forecast revenue from passenger vehicles that is largely based on the forecast of the purchase of new passenger vehicles. Forecasts of the sales of new vehicles are provided by IHS and reflect national levels. The chart suggests that new vehicle sales increased slightly from the prior forecast, in line with increased projected real GDP growth in 2018 to 2.7 percent from 2.5 percent in the November forecast, and in 2019 to 2.7 percent from 2.2 percent. This increase in GDP growth is in p
	0 5 10 15 20 Unit Sales of New Light Vehicles History and IHS Markit Forecast (Millions of Units, Annual Rate) Nov' 17 Feb '18 History 
	In addition to IHS data, the forecast reflects detailed information on the state’s existing fleet of vehicles by base value and age. The data is supplied by the Department of Public Safety (DPS) annually in February. This is updated once a year for the February forecast. This February forecast is based on the DPS detail from February 2017. Yearto-date revenues in FY 2018 were below the November forecast, which combined with the slightly reduced new vehicle sales projections from IHS resulted in decreased re
	-

	0-1 6% 2 6% 3 6% 4 6% 5 5% 6 5% 7 4%8 4%9 5% 10 5% 11+ 48% Minnesota Passenger Vehicle Fleet Age As of February 2017 (percent of total fleet by age) Total Fleet: 4.7 million 0-1 18% 2 16% 3 14%4 11% 5 9% 6 7% 7 5% 8 3% 9 3% 10 2% 11+ 12% Minnesota Passenger Vehicle Revenue As of February 2017 (percent of total $ by age) 
	The current forecast of revenues is shown below: 
	652 686 702 753 785 808 827 839 500 600 700 800 900 Motor Vehicle Registration Revenues Feb. 2018 v Nov. 2017 Forecast ($ in millions) Feb '18 Nov '17 
	Motor Vehicle Registration Revenues ($ in millions) 
	Motor Vehicle Registration Revenues ($ in millions) 
	Motor Vehicle Registration Revenues ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act) 652 652 --2015 (act) 686 686 --2016 (act) 702 702 --2017 (act) 753 753 --2018 785 787 (2.7) -0.3% 2019 808 809 (0.3) 0.0% 2020 827 823 3.9 0.5% 2021 839 829 9.3 1.1% 
	2014 (act) 652 652 --2015 (act) 686 686 --2016 (act) 702 702 --2017 (act) 753 753 --2018 785 787 (2.7) -0.3% 2019 808 809 (0.3) 0.0% 2020 827 823 3.9 0.5% 2021 839 829 9.3 1.1% 



	Motor Vehicle Sales Tax (MVST) 
	Motor Vehicle Sales Tax (MVST) 
	The sale of motor vehicles is exempt from the general sales tax. Instead, most vehicles are subject to a 6.5 percent motor vehicle sales tax. This includes sales by car dealers and private individuals. 
	DOR prepares the official forecast of this revenue, which is based on data provided by IHS. Overall, MVST revenue is projected to decrease in FY 2018 but increase in future forecast years compared to the November 2017 forecast, in line with projected increases in GDP growth. The current forecast of revenues is shown below: 
	384 417 429 453 464 477 493 507 0 200 400 600 MVST Revenues Feb. 2018 vs. Nov. 2017 Forecast ($ in millions) Feb '18 Nov '17 
	Table
	TR
	MVST Revenues ($ in millions) 

	FY 
	FY 
	Feb '18 Nov '17 $ Change 
	% Change 

	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	384 384 -417 417 -429 429 -453 453 -464 471 (6.6) 477 464 13.7 493 476 17.1 507 481 26.3 
	-----1.4% 3.0% 3.6% 5.5% 



	General Fund Revenue 
	General Fund Revenue 
	Beginning in FY 2018, a portion of general sales tax revenues is reallocated to the HUTD Fund from the General Fund. This revenue includes the 9.2 percent tax collected on short-term motor vehicle rentals under Minn. Stat. 297A.64 and the 6.5 percent general sales tax on short-term motor vehicle rentals under Minn. Stat. 297A.62. The revenue collected on both taxes is forecast by MMB. In addition, a fixed portion of revenue from the general sales tax on motor vehicle repair or replacement parts is deposited
	77 80 196 198 0 50 100 150 200 250 General Fund Transfers Feb. 2018 vs. Nov. 2017 Forecast ($ in millions) Feb '18 Nov '17 
	Table
	TR
	General Fund Transfers ($ in millions) 

	FY 
	FY 
	Feb '18 Nov '17 $ Change 
	% Change 

	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 
	N/A N/A -N/A N/A -N/A N/A -N/A N/A -77 79 (2.3) 80 82 (2.1) 196 198 (1.5) 198 200 (1.3) 
	-----2.9% -2.5% -0.8% -0.7% 



	Motor Vehicle Lease Sales Tax (MVLST) 
	Motor Vehicle Lease Sales Tax (MVLST) 
	The MVLST forecast is prepared by the DOR. The sales tax is collected by the lessor and reported and paid directly to DOR. The forecast in all future years increased as compared to the November 2017 forecast. As of FY 2018, all revenue from MVLST is reallocated for transportation purposes. MVLST revenues are deposited in the General Fund and transferred as follows at the end of the fiscal year: 
	 38 percent to CSAH 
	 38 percent to Greater Minnesota Transit 
	 13 percent to Minnesota Transportation Fund (to be used for Local Bridge Program) 
	 11 percent to the HUTD Fund 
	The current forecast of revenues is shown below: 
	64 79 90 99 97 98 99 100 0 20 40 60 80 100 120 MVLST Revenues Feb. 2018 vs. Nov. 2017 Forecast ($ in millions) CSAH TAF GF Transp Fund HUTD Nov '17 Fcst 
	MVLST Revenues ($ in millions) 
	MVLST Revenues ($ in millions) 
	MVLST Revenues ($ in millions) 

	FY Feb '18 Nov '17 $ Change 
	FY Feb '18 Nov '17 $ Change 
	% Change 

	2014 (act)* 64 64 -2015 (act) 79 79 -2016 (act) 90 90 -2017 (act) 99 99 -2018 97 96 0.6 2019 98 98 0.6 2020 99 98 1.3 2021 100 95 4.9 *Capped at $9 million in FY 2014 for CSAH 
	2014 (act)* 64 64 -2015 (act) 79 79 -2016 (act) 90 90 -2017 (act) 99 99 -2018 97 96 0.6 2019 98 98 0.6 2020 99 98 1.3 2021 100 95 4.9 *Capped at $9 million in FY 2014 for CSAH 
	----0.6% 0.6% 1.3% 5.1% 



	Transit Assistance Fund Revenue 
	Transit Assistance Fund Revenue 
	The TAF receives revenue from MVST and MVLST. The MVST appropriation must be at least 40 percent of the total revenue according to the Minnesota Constitution, and is currently set at 40 percent by statute (Minn. Stat. 297B.09). Of this revenue, 90 percent is allocated to metropolitan transit (36 percent of total MVST) and 10 percent is allocated to Greater Minnesota Transit (four percent of total MVST). As of FY 2018, 38 percent of all MVLST revenue will be allocated to the Transit Assistance Fund for Great
	Transit Assistance Fund Sources of Revenue .FY 2017 .
	Figure
	*In future years 38 percent of MVLST will be allocated to TAF. 

	State Airports Revenue 
	State Airports Revenue 
	Three funds make up the total consolidated SAF:  State Airports Fund  Hangar Revolving Loan Fund  Air Transportation Services Revolving Fund 
	The two revolving funds are not included in the consolidated fund statement ending balance because their receipts are dedicated to their specific functions. 
	State Airport Fund Sources of Revenue. FY 2017 .
	Figure
	The 2013 Legislature made significant changes to the revenues dedicated to the State Airports Fund. The Stat. 360.675 and first completed in 2016, summarizes these Legislative changes as well as historical tax revenues and expenditures. This is a recurring report that is prepared every four years. 
	Aviation Tax Report
	 (https://www.dot.state.mn.us/govrel/reports/2016/2016-aviation-tax-report.pdf), required by Minn. 

	The forecast for the SAF is focused on aviation gasoline and special fuel taxes, sales taxes on aircraft, aircraft registration taxes and investment income. The forecast for sales tax on aircraft and registration taxes are both based primarily on prior history, but have varied significantly by year. The aviation fuel tax forecast uses the regional jet fuel consumption forecast from the EIA. The airline flight property tax amount is a calculation specified in Minn. Stat. 270.075. This statute requires MnDOT 
	The current forecast of revenues is shown below: 
	3 8 5 7 6 5 5 5 9 8 7 7 8 7 7 6 3 4 2 4 3 3 3 3 3 6 6 6 5 5 5 5 19 26 21 24 22 20 20 19 0 5 10 15 20 25 30 2014 (act) 2015 (act) 2016 (act) 2017 (act) 2018 2019 2020 2021 Primary State Airports Fund Revenues ($ in millions) Sales Tax on Aircraft Airline Flight Property Tax Aircraft Registration Tax Aviation Gasoline & Special Fuel Tax 

	Investment Income 
	Investment Income 
	All of the transportation funds discussed in this document, with the exception of the TAF, earn investment income on cash balances. The amount of revenue is based on the amount of cash anticipated to be in the funds and the forecast interest rates for the invested cash. 
	Interest rates are currently very low; they have averaged under one percent over the past few years. The February 2018 forecast, provided by MMB, assumes that interest rates will increase in the latter years of the forecast period, especially in FY 2021 where the rate is projected to exceed 3.5 percent. 
	Rates are expected to increase over the forecast period, and are slightly higher than November 2017 in all years. Cash balances in all funds are expected to be similar to the November 2017 forecast so the higher interest rates result in increased interest income in all funds in all years. 
	0.5% 0.5% 0.7% 1.0% 1.5% 2.5% 3.3% 3.6% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 3.5% 4.0% Projected Interest Rates Feb '18 Forecast Prepared by MMB Feb '18 Nov '17 


	Fund Statements .
	Fund Statements .
	Transfers from HUTD Fund 
	Transfers from HUTD Fund 
	The HUTD Fund receives revenues from the three sources dedicated to highways and transit (gas tax, tab fees and MVST), as well as several minor sources of revenue. With the exception of the 40 percent of MVST dedicated to public transit, revenues from these three taxes are deposited into the HUTD Fund. In addition, beginning in FY 2018 four new revenues sources are statutorily dedicated from the General Fund to the HUTD Fund, including a fixed portion of the sales tax on auto parts, 11 percent of MVLST, and
	Of the total revenue to the HUTD Fund, after distributions to the DNR, 95 percent is allocated by the following 
	formula specified in the Minnesota Constitution: 
	 TH Fund – 62 percent 
	 CSAH Fund – 29 percent 
	 MSAS Fund – 9 percent 
	The remaining five percent, referred to as the five percent set-aside, is allocated to the CSAH Fund. This funding is further allocated to Township Roads, Township Bridges and the Flexible Highway Account. 
	The current forecast is shown below: 
	The current forecast is shown below: 
	The bar chart below details a 10-year history of actual revenues for the HUTD Fund (2008-17), and the relative shares of revenue attributed to gas taxes, tab fees and MVST over that period. During the last ten years, gas taxes have decreased as a percentage of total revenue, while tab fees and MVST provide increased percentages of total revenue. 
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	Trunk Highway Fund 
	Trunk Highway Fund 
	The TH Fund receives transfers from the HUTD Fund and revenue from investment income. One other substantial source of revenue is federal aid agreements with the Federal Highway Administration (FHWA), where reimbursements for the federal share of highway construction projects are received. In addition, the fund receives revenues and transfers from several other smaller sources. Across FY 2018-21, 69 percent of resources are transfers from the HUTD Fund, 27 percent of resources are federal aid agreements and 
	The current forecast, by biennium, is shown below: 
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	Debt Service – Trunk Highway Fund 
	Debt Service – Trunk Highway Fund 
	The forecast for expenditures is generally based on the previously enacted biennial budget, so there are typically no significant changes in forecasted spending. However, the TH Fund has unique constitutional authority to sell authorized Trunk Highway bonds. The debt service on these bonds (payment of principal and interest) is specified as the first obligation of the fund. The biennial budget includes appropriation amounts for debt service, but the law also states that any increase in the amount of estimat
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	Since the November 2017 forecast, the debt service estimates for future years have decreased slightly. The primary change is an increase in the projected premiums received on future bond sales due to lower projected interest costs on the bonds. Cash flow estimates, used in forecasting future bond sales and debt service amounts, are revised for scheduled bond sales and also impact the estimated debt service payments. 
	The graph below depicts the debt service transfer amounts by year, compared to the November 2017 forecast: 
	Figure
	MnDOT’s TH Fund is governed by four financial policies: Debt Management, Fund Balance, Cash Balance and Advance Construction (a link to all of the policies is included in the appendices index). The Debt Management Policy states that debt service should not exceed 20 percent of annual state revenues to the TH Fund. This includes transfers to the state bond fund for debt service on Trunk Highway bonds, repayments of local government advances (LGA) in accordance with Minn. Stat. 161.361 and Transportation Revo
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	Our debt management policy estimates include FY 2022-24 to be consistent with the approach MMB uses when publishing the Debt Capacity Forecast. The table below demonstrates that estimated debt service expenditures from the TH Fund range between 15 percent and nearly 18 percent through the end of FY 2024, increasing each year and peaking at 17.6 percent in FY 2024. 
	Fund Statements 
	Debt Management Policy ($ in millions) 
	Year Total Debt Service Estimated Current % Variance from 20% Policy Limit 
	(1) 
	(2) 

	2014 (act) 
	2014 (act) 
	2014 (act) 
	144.2 
	12.5% 
	87.4 

	2015 (act) 
	2015 (act) 
	157.0 
	12.6% 
	92.2 

	2016 (act) 
	2016 (act) 
	183.2 
	14.9% 
	62.9 

	2017 (act) 
	2017 (act) 
	195.7 
	15.1% 
	63.2 

	2018 
	2018 
	220.5 
	16.1% 
	53.3 

	2019 
	2019 
	225.6 
	16.1% 
	54.6 

	2020 
	2020 
	232.5 
	15.6% 
	66.5 

	2021 
	2021 
	239.8 
	15.9% 
	61.9 

	2022 
	2022 
	250.5 
	16.6% 
	51.2 

	2023 
	2023 
	265.2 
	17.6% 
	36.5 

	2024 
	2024 
	266.1 
	17.6% 
	35.7 


	(1)
	(1)
	(1)
	 Includes bond debt transfers, transportation revolving loans and local government advances. 

	(2)
	(2)
	 Represents amount of additional debt service to reach 20 percent limit – a general guideline is to multiply this amount by 10 for an estimate of the additional bond capacity e.g. $35.7M x 10 = $357M in additional bond capacity. 


	The graph below depicts the debt service estimates compared with the policy limit for the forecast period: 
	Figure
	As MnDOT manages to this policy, there are variables to the debt management calculation outside of the agency’s control. One of the largest variables is interest rate fluctuation, which can lead to large debt service expenditure fluctuations. Due to low interest rates, the fund balance has benefited the past several years. When bond interest rates drop below 5 percent, Trunk Highway General Obligation bonds command a premium which is accounted for in the year of sale. Therefore, debt service is lower the ye
	The bar chart below illustrates the reduction to debt service as the result of bond sale premiums: 
	Figure
	 See Article XIV, section 11 of the Minnesota Constitution 
	2

	Developed to comply with Minnesota Statute 167.60 
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	Fund Balance Impacts 
	Fund Balance Impacts 
	The table below summarizes the impacts on the TH Fund balance for the revenue and expenditure forecasts 
	previously discussed (amounts in millions). 
	FY18-19 FY20-21 
	Transfers from HUTD (0.6) 20.8 Federal Aid Agreements --Interest 1.1 3.8 Other Revenues and Transfers --Total Revenue and Transfer Impact 0.5 24.7 
	Transportation Expenditures --Other Agencies --Debt Service Transfer (1.7) (6.2) Total Expenditure and Transfer Impact (1.7) (6.2) Fund Balance Change 2.3 30.9 Total Cumulative Change 2.3 33.2 
	Nov '17 Forecast 133.9 389.2 Feb '18 Forecast 136.2 422.4 Change 2.3 33.2 Reserved Fund Balance (Feb '18) 91.0 101.8 Unreserved Fund Balance (Feb '18) 45.1 320.6 


	County State Aid Highway (CSAH) Fund 
	County State Aid Highway (CSAH) Fund 
	The CSAH Fund receives transfers from the HUTD Fund and revenues from investment income and MVLST. Minnesota Statutes, Chapter 162 provides the criteria by which funds are allocated to statutory accounts within the CSAH fund and Minnesota’s 87 counties. Beginning in 2016, estimated revenues for counties will be split between “apportionment sum” and “excess sum” based on fixed percentages. 68 percent is allocated to apportionment sum and 32 percent is allocated to excess sum. These two amounts are then allot
	The portion of revenue received from MVLST is allocated to five of the seven metropolitan counties, excluding Hennepin and Ramsey counties. These funds are added to the regular allocation for these counties. 
	These allocations also include the five percent set-aside portion of the total revenues from the HUTD Fund. The Constitution allows the legislature to allocate this five percent in a manner different from the constitutional formula (62 percent to the TH Fund, 29 percent to the CSAH Fund and nine percent to the MSAS Fund). The current allocation is 100 percent to the CSAH Fund (Minn. Stat. 161.081). This funding is further allocated to Township Roads (30.5 percent), Township Bridges (16.0 percent) and the Fl
	The CSAH Fund is directly appropriated based on the most current revenue forecast at the time the biennial budget is prepared. The calendar year basis and allocates the funds based on revenue estimates in the preceding November forecast each year. The result is an increase or decrease to the direct appropriation amount each year after the Commissioner’s Order is executed in January.  
	Commissioner’s Order
	 (http://www.dot.state.mn.us/safinance/appmt/commorder2018.pdf) is on a 

	CSAH Expenditure Forecast 
	CSAH Expenditure Forecast 
	Once allocations are made to the counties the funds are considered committed. Actual spending is at the discretion of the counties, with guidance from MnDOT’s State Aid Division. 
	The current forecast is shown below: 
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	CSAH Expenditures and Transfers ($ in millions) 
	CSAH Expenditures and Transfers ($ in millions) 
	CSAH Expenditures and Transfers ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act) 578 578 --2015 (act) 692 692 --2016 (act) 632 632 --2017 (act) 652 652 --2018 777 773 3.4 0.4% 2019 793 785 7.2 0.9% 2020 844 836 7.5 0.9% 2021 853 841 11.6 1.4% 
	2014 (act) 578 578 --2015 (act) 692 692 --2016 (act) 632 632 --2017 (act) 652 652 --2018 777 773 3.4 0.4% 2019 793 785 7.2 0.9% 2020 844 836 7.5 0.9% 2021 853 841 11.6 1.4% 




	Municipal State Aid Street (MSAS) Fund 
	Municipal State Aid Street (MSAS) Fund 
	The MSAS Fund receives transfers from the HUTD Fund, authorized transfers from the CSAH Fund and revenues from investment income. Minnesota Statutes, Chapter 162 provides the criteria by which funds are allocated to statutory accounts within the MSAS fund and to each of the Minnesota State Aid cities defined as having a population of 5,000 or greater. The allocations are calculated based primarily on revenue estimates for the MSAS Fund, not including transfers from the CSAH Fund. 
	The MSAS Fund is also directly appropriated based on the most current revenue forecast at the time the biennial budget is prepared. The is on a calendar year basis and allocates the funds based on revenue estimates in the preceding November forecast each year. The result is an increase or decrease to the direct appropriation amount each year after the Commissioner’s Order is executed in January.  
	Commissioner’s Order
	 (http://www.dot.state.mn.us/safinance/appmt/commorder2018.pdf) 

	MSAS Expenditure Forecast 
	MSAS Expenditure Forecast 
	Once allocations are made to the municipalities, the funds are considered committed. Actual spending is at the discretion of the municipalities, with guidance from MnDOT’s State Aid Division. 
	The current forecast is shown below: 
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	MSAS Expenditures and Transfers  ($ in millions) 
	MSAS Expenditures and Transfers  ($ in millions) 
	MSAS Expenditures and Transfers  ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act) 164 164 --2015 (act) 184 184 --2016 (act) 188 188 --2017 (act) 152 152 --2018 197 194 3.1 1.6% 2019 198 197 1.3 0.7% 2020 212 211 1.8 0.9% 2021 215 212 2.5 1.2% 
	2014 (act) 164 164 --2015 (act) 184 184 --2016 (act) 188 188 --2017 (act) 152 152 --2018 197 194 3.1 1.6% 2019 198 197 1.3 0.7% 2020 212 211 1.8 0.9% 2021 215 212 2.5 1.2% 




	Transit Assistance Fund (TAF) 
	Transit Assistance Fund (TAF) 
	Beginning in FY 2018, 38 percent of MVLST revenue is allocated to the TAF – Greater Minnesota Transit account. In previous years, half of the MVLST revenues (net of $32 million that remained in the General Fund) were allocated to this fund. The fund also receives 40 percent of MVST revenues. 
	The total estimated revenue for the TAF is shown below: 
	279 301 315 335 346 355 366 376 0 100 200 300 400 Transit Assistance Fund Revenues Feb. 2018 vs. Nov. 2017 ($ in millions) Feb '18 Nov '17 
	Transit Assistance Funds Revenues ($ in millions) 
	Transit Assistance Funds Revenues ($ in millions) 
	Transit Assistance Funds Revenues ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act) 279 279 --2015 (act) 301 301 --2016 (act) 315 315 --2017 (act) 335 335 --2018 346 350 (4.2) -1.2% 2019 355 346 9.3 2.7% 2020 366 354 11.9 3.4% 2021 376 357 19.4 5.4% 
	2014 (act) 279 279 --2015 (act) 301 301 --2016 (act) 315 315 --2017 (act) 335 335 --2018 346 350 (4.2) -1.2% 2019 355 346 9.3 2.7% 2020 366 354 11.9 3.4% 2021 376 357 19.4 5.4% 


	Of this total revenue, the estimated revenue for the Greater Minnesota portion of the TAF is shown below: 
	48 51 58 64 68 69 70 72 0 20 40 60 80 Greater Minnesota Transit Revenues Feb. 2018 v. Nov. 2017 ($ in millions) Feb '18 Nov '17 
	Greater Minnesota Transit Revenues ($ in millions) 
	Greater Minnesota Transit Revenues ($ in millions) 
	Greater Minnesota Transit Revenues ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act) 48 48 --2015 (act) 51 51 --2016 (act) 58 58 --2017 (act) 64 64 --2018 68 68 (0.2) -0.3% 2019 69 68 1.1 1.7% 2020 70 69 1.6 2.4% 2021 72 68 3.6 5.3% 
	2014 (act) 48 48 --2015 (act) 51 51 --2016 (act) 58 58 --2017 (act) 64 64 --2018 68 68 (0.2) -0.3% 2019 69 68 1.1 1.7% 2020 70 69 1.6 2.4% 2021 72 68 3.6 5.3% 


	Transit Assistance Fund Expenditure Forecast 
	Transit Assistance Fund Expenditure Forecast 
	MVST revenues are statutorily appropriated. The share allocated to metropolitan transit is appropriated to the Metropolitan Council, and the share allocated to Greater Minnesota transit is appropriated to MnDOT. For the Metropolitan Council allocation, this means that forecast revenues are the same as forecast expenditures in the fund statement. For the MnDOT allocation, a spending plan was developed by the Transit Office to spend down the available resources over the next four years. For MVLST, because rev
	Currently, a Greater Minnesota Transit Account policy is being finalized to provide an appropriate amount of reserves in the fund to protect against significant shifts in revenue or spending. 


	State Airports Fund (SAF) 
	State Airports Fund (SAF) 
	The SAF receives revenues from aviation gasoline and special fuel taxes, aircraft registration taxes, sales taxes on aircraft and other small sources such as investment income. These revenues must be sufficient to support the direct appropriations from the Legislature, which are used to carry out aviation functions such as airport development and assistance grants, aeronautic planning, administration and operations. 
	The total estimated revenues and transfers for the SAF are shown below (note these amounts reflect only the State Airports Fund, and do not include the activity in the two revolving funds): 
	*2014 includes $15 million General Fund repayment 34 26 21 24 22 21 20 20 -10 20 30 40 State Airports Revenue and Transfers (SAF Only) Feb. 2018 vs. Nov. 2017 ($ in millions) Feb '18 Nov '17 
	State Airports Fund Revenues and Transfers ($ in millions) 
	State Airports Fund Revenues and Transfers ($ in millions) 
	State Airports Fund Revenues and Transfers ($ in millions) 

	FY Feb '18 Nov '17 $ Change % Change 
	FY Feb '18 Nov '17 $ Change % Change 

	2014 (act)* 34 34 --2015 (act) 26 26 --2016 (act) 21 21 --2017 (act) 24 24 --2018 22 22 (0.1) -0.5% 2019 21 21 (0.8) -3.6% 2020 20 21 (0.2) -0.9% 2021 20 21 (0.7) -3.5% 
	2014 (act)* 34 34 --2015 (act) 26 26 --2016 (act) 21 21 --2017 (act) 24 24 --2018 22 22 (0.1) -0.5% 2019 21 21 (0.8) -3.6% 2020 20 21 (0.2) -0.9% 2021 20 21 (0.7) -3.5% 


	Fund Balance Policy 
	Fund Balance Policy 
	A State Airports Fund Balance policy exists to provide an appropriate level of reserve in the SAF to protect against major fluctuations in revenue. 
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	Appendix 1: Highway User Tax Distribution Fund Statement Appendix 2: Trunk Highway Fund Statement Appendix 3: County State Aid Highway Fund Statement Appendix 4: Municipal State Aid Street Fund Statement Appendix 5: Transit Assistance Fund Statement Appendix 6: State Airports Fund Statement Appendix 7: Minnesota Highway User Tax Revenue – 10-Year History 2008-17 Appendix 8: Minnesota Highway User Tax Revenue – Percentage of Total Revenues Appendix 9 HUTD Revenues Year-over-Year Growth Percentage Trend Polic
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	Contacts 
	Contacts 
	Kristi Schroedl, Chief Financial Officer 651-366-4859 Robin Sylvester, Financial Management Director 651-366-3165 Josh Knatterud-Hubinger, Budget Director 651-366-4913 
	kristi.schroedl@state.mn.us 
	robin.sylvester@state.mn.us 
	josh.knatterud-hubinger@state.mn.us 
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