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Historical Report on the Pavement Management Program [PMP]

History

In 1992, Bloomington was nearly fully developed with little vacant land remaining, but with considerable commercial redevelopment occurring.  This redevelopment was best exemplified by the newly-built, Mall of America on the east side of the City.  In 1992, the bulk of the City’s 350 miles of streets were 30 to 40 years old.  They were in overall good condition, but approaching a critical age.  The maintenance program was basically “throw and go” pothole patches and sealcoating.  Only Municipal State Aid streets were being overlaid.  Reconstruction was taking place by petition, but this process was proving to be very controversial, and actual reconstruction of streets occurred infrequently.  Almost one-third of the City’s streets did not have curb and gutter, adequate drainage, or appropriate strengths, and were labeled “substandard.”  
A maintenance assessment on the identified “substandard” streets was issued to deal with the higher maintenance costs on these roadways, and was an attempt to encourage petitions for reconstruction.  The entire cost of the reconstruction was assessed to the abutting property owners; which, in part, explained why they were unpopular.  
PMP Development
The City hired a consultant to develop a computer based program to compile information relating to the construction and maintenance history of each block in the City.  Next, trained City staff walked every block and recorded existing conditions on each block, which were then entered into the computer program.  The program evaluated each defect and produced a pavement condition index [PCI] number ranging from 1 to 100 for each block [100 being a brand new roadway].  Formulas were developed to predict how fast the street would deteriorate based on decay curves using various factors such as types of defects, age, past maintenance, and pavement strengths based on actual Bloomington conditions and experience.  A set of potential remedial actions were developed and a program was created to predict the long-term effect on the roadways for each of these actions.  Costs associated with each action were then estimated in 1992 dollars.  
The basic underlying premise of the program was to select and do the “right action at the right time” to avoid deterioration of the roadway system by extending the life of the system as much as possible, while minimizing the life cycle cost of the system.  

The first alternative analyzed was to continue the program exactly as it was already being done and funded.  This showed that roadway conditions would deteriorate rapidly over the next 20 years to a point where almost half of the roadways would fall into the problem category and would need reconstruction.  

Several alternative funding scenarios were considered to improve the outcome and to achieve program objectives.  Many alternative plans were simulated by the computer for different maintenance methods, funding alternatives, decision parameters, and ability of staff to implement the various alternatives.  The approach chosen optimized the amount of reconstruction, overlay and sealcoat projects to minimize the life cycle costs of the City’s streets. 
1992 – Original PMP Program
The original PMP program was developed by the City in 1992.  Implementation began in 1993.  Generally, the program was very well received by the public, Council, staff, and the bond rating agencies.  Few complaints occurred and there were no legal challenges to the assessments.  A major aspect of the plan was to have the streets evaluated regularly by staff and annual street reconstruction projects initiated by the City rather than waiting for petitions or complaints.  This approach was needed to do the “right action at the right time” and accomplish overall PMP goals. 

The Council, at the time, preferred an approach that encouraged concurrence and acceptance by adjacent property.  This led to the following program: 

Reconstruction Projects
· Sell bonds to finance projects.
· Minimum special assessments needed to satisfy bonding requirements – 25% to single family properties, 50% to other properties.  A detailed assessment policy was developed.
· Remaining cost (approximately 75%) to be paid via property taxes.
· Utilize Municipal State Aid (MSA) funds where appropriate.
· Streets to be rated every 3 years.
· Generally, streets with a condition index of 35 or lower (Problem category) were considered for reconstruction.
· The goal of the program was to keep the number of streets in the Problem Category below 10% of the total system.
Overlay Projects
Prior to PMP, MSA roadways were the only streets to be overlaid.  Recognizing the importance of overlays to a complete PMP system as a cost effective strategy, an overlay program was developed for all roadways.

· Approximately 2/3 of the City’s MSA Maintenance Allocation (approximately $550,000 in 1992) was set aside to fund initial program costs.
· Additional funding anticipated from the collection of special assessments from reconstruction projects on MSA streets.

· Eventually, it was anticipated that general tax monies would be needed to help pay for the overlay program

· No special assessments would be levied for overlay projects.

· The street segment must have curb and gutter.

Sealcoating

Prior to PMP, the small amount of sealcoating accomplished by the City was paid for thru the general fund or by a minor maintenance special assessment to properties fronting on a “substandard” road.  With PMP, sealcoating plays a much more important role and is primarily used to extend the service life of roadways that have a relatively high pavement condition index (PCI). 

· Generally, streets are sealcoated every 7 to 8 years.
· The practice of assessing sealcoating projects was discontinued.
· The cost of sealcoating is part of the regular Street Maintenance budget and is funded thru the General Fund.
The program was set up to be in constant review with updates brought to Council as needed to maintain the City’s street infrastructure as efficiently as possible.

Update #1 – 1996 PMP 

The original 1992 plan anticipated an extended “spike” in the number of miles requiring overlays.  In addition to this anticipated change, project costs had begun to escalate at a greater rate than originally anticipated which required that the total miles of improvements, both overlays and reconstructions, be reduced to stay within available funding.

In 1996, new PMP modeling was completed to reflect these changes.  This modeling resulted in an action by the City Council to increase funding for both the overlay and reconstruction programs which resulted in an increased general tax contribution to the program. 

Update #2 – 2004 PMP 
Although the program was achieving its goal of keeping the condition of the roadways in good shape and was well received by the citizens and the Council, economic concerns were identified.  Rapidly increasing costs, together with a decreasing revenue and a decreasing reserve fund, required a review of the situation in preparation for a 2004 update.
The reviews concluded that, as had originally been predicted when the program was developed in 1992, the reserve fund for overlays would be depleted by approximately 2005.  The low cost of inflation experienced early in the program had escalated noticeably causing the overall program costs to increase.  The need to use all possible MSA funds for non-PMP related major roadway projects (such as construction of American Blvd, the intersections of Normandale Blvd & France Avenue at W. Old Shakopee Road and the Penn & 494 Interchange projects, etc.) diverted MSA funds from the PMP overlay program. 

As a result, the City Council modified the program in 2004 to add additional funding, in the form of an additional tax levy, to the program.
Overlay Program Changes
· General fund income was approved by Council to add $1,700,000 per year to the overlay program.
· $500,000 per year of MnDOT held MSA construction funds would be used each year to pay for the MSA streets being overlaid.

· Continue with the normal $800,000 per year from the MSA maintenance account 

· Continue to use the remaining overlay reserve funds.
Update #3 – 2007 PMP 
Again, the program had kept the roadways in good condition and continued to be well received.  Unfortunately, costs continued to rise at a greater rate than program revenue due to inflation.
The major problem is that the cost of energy, concrete, and asphalt soared during the mid 2000s.  They increased at an 8.8% rate from 2002 through 2006, including an unexpected 12.3% in 2005; and at an unbelievable 17.4% increase in 2006.  Because the amount of approved funding was fixed, fewer miles of streets were improved than originally projected.
Overlay Projects – Economic Downturn Impacts
As the economy declined in to recession, downturn strategies were implemented to minimize increases to the tax levy.  One cost cutting strategy used was to reduce, or hold stable, the amount spent on overlays.  This change was done with the following expectations:

· Anticipation of better bidding prices. 

· Adjust the funding levels and the number of Overlay miles completed each year, while still keeping the streets in adequate condition.  This resulted in a reduction in the fund balance in the overlay fund.

· Anticipating that as the city recovered from the recession the amount spent on overlays would need to be increased.

Reconstruction Projects – Economic Downturn Impacts
In an effort to control costs, it was decided to maintain the amount spent on reconstruction projects constant rather than the originally projected inflationary increases.  This decision anticipated that construction costs during the recession may even be reduced.  Generally, construction costs did stay stable, and in some cases actually declined, for the first few years of the recession.  However, largely due to escalating fuel prices, construction costs toward the end of the recession increased. 
Update #4 – 2013 PMP
The use of downturn strategies resulted in a reduction in the Overlay fund balance and a review of overall program needs.
It was anticipated that bid prices would not escalate during the recession period; however they stayed flat for only one or two years and since then have continued to increase. The city’s cost portion of the PMP is paid for by General Obligation (GO) Bonds that are then repaid by tax dollars.  During the recession with the tax levy staying flat, the dollar amount that could be bonded also stayed flat at approximately $3,500,000.  
As the PMP reconstruct per mile cost continued to increase each year and the GO amount stayed the same, the number of miles that could be constructed each year has declined.  At the November 18, 2013 Council Study meeting, the Council supported an adjustment to the PMP Reconstruct to continue the program at 4.5 mile per year for the next 15 years, with the City’s 75% of the cost being covered with bonds that would be covered by the taxy levy.
The council also supported the Sealcoat program at 30 miles per year for 15 years starting with $1,417,500.00/year in 2014, with a 3% inflation per year to year 2013.

The Overlay program was discussed but not fully funded.

Update #5 – 2015 PMP

As part of the ongoing updates to the program, staff  has again taken a look at the program to make adjustments for the future, with the continued goal in mind of optimizing the miles of street reconstruct, overlay and sealcoat that are constructed each year.  It is our goal to keep the streets in adequate condition, by doing the right maintenance at the right time, in a cost-effective manner.

Also this year we have analyzed the PMP for Trails in the rights of way,  in the parks and  trails maintenance.  Please see the attached power point presentation detailing the 2015 PMP analysis.
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