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Introduction

In February of 2009, during the 81st Legidlative Session, Speaker Joe Straus appointed eleven
Members to the House Committee on Transportation. Pursuant to House Rule 3, Section 32, the
Committee had jurisdiction over all matters pertaining to:

1.

2.

© ©

commercial motor vehicles, both bus and truck, and their control,
regulation, licensing, and operation;

the Texas highway system, including all roads, bridges, and ferries
constituting a part of the system;

the licensing of private passenger vehicles to operate on the roads
and highways of the state;

the regulation and control of traffic on the public highways of the
State of Texas;

raillroads, street railway lines, interurban railway lines, steamship
companies, and express companies,

airports, air traffic, airlines, and other organizations engaged in
transportation by means of aerial flight;

water transportation in the State of Texas, and the rivers, harbors,
and related facilities used in water transportation and the agencies
of government exercising supervision and control thereover;

the regulation of metropolitan transit; and

the following state agencies. the Texas Department of Transportation
and the Texas Transportation Commission.



Interim Study Charges and Subcommittee Assignments

After the Legidative Session ended, Speaker Strauss charged the House Committee on
Transportation with studying seven issues prior to the 82nd Legidlative Session. During the
interim, the Committee held nine public hearings to take testimony on the following issues.

1. Monitor the Texas Department of Transportation (TXxDOT) to ensure the agency
isimplementing recommended legislative, sunset, and Grant Thornton
management audit changes.

2. Review the organization and operation of Metropolitan Planning Organizations
(MPQs). Consider the relationship between MPOs and TxDOT regarding
transportation planning and programming.

Subcommittee

1. Larry Phillips, Chair 5. Todd Smith
2. Jim Dunnam 6. LindaHarper-Brown
3. Ruth Jones McClendon 7. Wayne Smith

4. Yvonne Davis

3. Study the practices and procedures used in the development of toll roads and
make recommendations as necessary.

Subcommittee

1. Jim Dunnam, Chair 4. Todd Smith
2. Ruth Jones McClendon 5. Bill Calegari
3. Yvonne Davis

4. Review federa, state, and local programs to promote traffic light signalization,
improve traffic flow, and reduce congestion.

Subcommittee

1. Bill Callegari, Chair 4. Yvonne Davis
2. Wayne Smith 5. Todd Smith
3. Ryan Guillen

5. Study methods for improving safety on Texas roadways. Study the funding levels
of crash prevention programs directed toward pedestrians, bicyclists,

motorcyclists, and other vulnerable road users. Explore ways to improve safety

for roadside workers.

Subcommittee

1. LindaHarper-Brown, Chair 4. Larry Phillips
2. Bill Calegari 5. Tommy Merritt
3. Ryan Guillen



6. Study the safety and efficiency of the existing agriculture-related transportation
infrastructure. Consider the air, ground, and rail transportation needs of rural

Texas and analyze the effect on economic development.
Joint Interim Charge with House Committee on Agriculture and Livestock.

7. Monitor the agencies and programs under the committee's jurisdiction.



Charge 1

Monitor the Texas Department of Transportation (TXDOT) to ensure the agency
isimplementing recommended legislative, sunset, and Grant Thornton
management audit changes.



On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Monitor the Texas Department of Transportation (TXxDOT) to ensure the agency isimplementing
recommended legidative, sunset, and Grant Thornton management audit changes.

Sunset Advisory Commission Recommendations
Background

"The Sunset Advisory Commission staff issued its recommendations for the Texas Department
of Transportation over in the summer of 2008...Sunset legislation continuing the Texas
Department of Transportation did not pass during the 81st L egislative Session; however, many of
the recommendations of the Sunset Advisory Commission did not require legislation and TXDOT
has been working to implement the recommendations that do not require statutory change"*.

The Texas Department of Transportation (TXxDOT) was scheduled for Sunset Review during the
8lst Legidative Session. The Sunset Review Process typically occurs once every twelve for
Texas Agencies and involves a comprehensive process including a review by the Sunset Agency
staff, a self-evaluation report submitted by the agency and public hearings and testimony.

The Sunset Advisory Commission Staff Report was published in June 2008 and contained six
major issues and recommendations along with Across-the-Board Recommendations found in all
Sunset Staff Reports. According to the report, "(t)he Sunset review of the Texas Department of
Transportation (TxDOT) occurred against a backdrop of distrust and frustration with the
Department and the demand for more transparency, accountability, and responsiveness'. In
order to achieve the purposed goals, the Sunset Staff recommended, "what isin effect a four-year
'legidlative conservatorship' to return control over transportation policy to the Legislature, where
it belongs... The recommendations in [the Sunset Report] would strengthen the Legislature's
position in overseeing the Department and help to restore trust and confidence in TXDOT"3. To
achieve this end, they addressed the following issues and recommended the following changesin
statute:

Issue 1: "Until trust in the Texas Department of Transportation is restored, the State cannot move
forward to effectively meet its growing transportation needs.” The Sunset Staff recommended
that this issue be addressed by changing the "culture” of TXDOT in avariety of ways. First, they
recommended that the Texas Transportation Commission (TTC) be abolished and replaced by
one appointed Commissioner. In order to provide the proper surveillance of the Department they
suggested establishing a Transportation Legislative Oversight Committee that would review and
comment on TXDOT's research program, including individual research projects and activities.

Issue 2: "The State's complicated transportation planning and project development process
frustrates understanding of how important decision are made.” Recommendations to mitigate the
effects of the issue were to redevelop, and update at more regular intervals, the Statewide Long
Range Transportation Plan. Also, TxDOT should establish a transparent and understandable
system for project programming within TxDOT that integrates project milestones, forecasts, and
priorities, as well as developing a system, devised with input from key transportation
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stakeholders, to measure and report progress in meeting transportation goals and milestones®.

Issue 3. "TxDOT does not meet the high expectations placed on it to ensure consistent,
meaningful public involvement." The Sunset Staff recommended requiring TxDOT to develop
and implement policies that guide and encourage more meaningful public involvement efforts, to
develop standard procedures for documenting complaints, and a formal process for staff with
responsibilities to share best practices information. They also were interested in seeing more
central coordination for TXDOT's mgjor marketing campaigns and a more user-friendly Agency
website.

Issue 4: "Elements of TXDOT's contracting functions lack efficiency and could expose the state
to unacceptable levels of risk." The Sunset Staff recommended relaxing the restrictions on
TxDOT's contracting practices, allowing them to use design build contracts, which can be used
for toll projects under current law, on traditionally funded highway projects and remove the
requirements to advertise contract notifications and solicitations in newspapers. They aso
should improve consistency and efficiency in professional services contracting by setting
timeframes for key stages in its contracting process. Finaly, the Agency should reduce its risk
and improve its contract management by increasing staff oversight on professional services
contracts, strengthen oversight and training for professional services contracts and establish an
external process for reviewing comprehensive development agreements (CDAS)°.

Issue 5: "Key elements of TxDOT's regulation of motor vehicle deaers, salvage vehicle dedlers,
and household good carriers do not conform to commonly applied licensing practices.” The
Sunset Staff recommended that TXxDOT provide necessary resources to enforce its statutory
provision regarding salvage vehicle dealers. Also, TXDOT should standardize licensing
provisions by requiring a surety bond for certain franchise dealers and update enforcement
practices to enable regulations of motor vehicle advertisements and provide new tools for taking
action against motor vehicle dealers.

Issue 6: "Key elements of TxDOT's regulation of outdoor advertising do not conform to
commonly applied licensing practices.” Recommendations for this issue include standardizing
administration of outdoor advertising licenses for rural roads and depositing those fees to
Genera Revenue-Dedicated Texas Highways Beautification Account, updating enforcement
practices and authorizing the use of standard administrative penalties, and depositing all program
fines into the General Revenue-Dedicated Texas Highways Beautification Account. The
Department should also have the authority to deny license renewals if alicensee's permits arein
poor standings. Finally TXDOT should centralize the program, better track total program costs
and raise fees to recover costs’.

These issues and other legidlative priorities were assessed by the Sunset Advisory Commission
and used to create the language for the TxDOT Sunset Bill. House Bill (HB) 300, also known as
the TXDOT Sunset Bill, during the 81st Regular Session, was authored by then Chairman of the
Sunset Advisory Commission, Representative Isett, and coauthored by Chairman Pickett and
Representative Harper-Brown. HB 300 contained the Sunset Commission's recommendations of
TxDOT, as well as other changes in statute that were added throughout the legidlative process.
HB 300 passed through both Chambers of the Legisature and a Conference Committee of
Members of the House and Senate. The Legislature, however, failed to finish their debate of HB
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300 before the deadline passed. This put the existence of the Department into question as no bill
was passed to continue its operations, usually known as a "safety net" bill. The Legislature met
on July 1, 2009 in a Specia Session to debate, among other bills, Senate Bill 2, which continued
TxDOT until 2011, and required the Sunset Commission to focus its second review of TxDOT
solely on recommendations made in the previous Sunset Report.

Committee Action

The House Committee on Transportation met in a scheduled public hearing on September 17,
2009 in Austin, Texas. Amadeo Saenz, the Executive Director of TxDOT provided testimony on
the department's adoption of Sunset recommendations that did not require changes in statute. He
discussed the department's new website, which according to the department is more user-
friendly. Other actions included the project tracker available on the website which allows
stakeholders to view transit projects, their status, costs and budget, and the status of the State
Long Range Transportation Plan (SLRTP) update. John Barton, Assistant Executive Director for
Engineering Operations, and Ed Serna, former Assistant Executive Director Support Operations,
of TXDOT aso provided updates on the department's improvement of their contracting
procedures. These improvements, they noted, were meant to improve the process by decreasing
the time it took to deliver the project and decreasing the risk involved in contracting.

Discussion

Of the original six issues recommended for revision by the Sunset Advisory staff, three could be
implemented by TxDOT without change in statute (Issues 2, 3 and 4). To date, these three items
have a total average completion of 92.35% and will be completed in March of 2011. Issue 2,
relating to the transportation planning and project development, is currently 96% complete and is
scheduled for completion in November, 2010. Issue 3, relating to public involvement and
outreach, is 80% complete and is scheduled for completion in March, 2011. Issue, 4 relating to
professional service contracts, is 98.6 complete and is scheduled for completion in December,
2010.

Issue 2: "The TXDOT Strategic Plan (Sunset Advisory Commission issue 2.4), was adopted by
the Texas Transportation Commission in June 2010, is ultimately in service of the Statewide
Long Range Transportation Plan (SLRTP) which is still in the fieldwork stage (Sunset Advisory
Commission issue 2.1). If necessary, the TxDOT Strategic Plan will be adjusted accordingly
once the SLRTPisin place before the end of 2010"".

The first priority of Issue 2 is to "require TxDOT to redevelop and regularly update the long-
range Statewide Transportation Plan describing total system needs, establishing overarching
statewide transportation goals and measuring progress towards those goals'®. To date, this
priority is 80% complete and is scheduled to end in November of 2010. In May and August of
2010, TxDOT hosted open-house meetings to obtain input from citizens regarding the 24-year
statewide plan. The final step occurred when the TTC adopted the 2035 SLRTP at their
November 2010 meeting after the draft report was made available for public review and
comment in September 2010.

Priority two of Issue 2 is to "require TxDOT, with input from transportation partners and
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policymakers, to develop a system to measure and report on progress in meeting transportation
goals and milestones'®. This priority is complete and the main action was in June of 2010 when
public comments from the draft plan were integrated into the SLRTP. The fina plan was
submitted to the Legidative Budget Board and the Governor's Office and was approved in July
of 2010.

TEXAS DEPARTMENT OF TRANSPORTATION
Sunset Average Completion

Total Average Completion

September 2010

92 35% complete

1

Issue 2 Completion Issue 3 Completion Issue 4 Completion

98.6% complete

Priority three is to "establish a transparent, well-defined and understandable system of project
programming within TXxDOT that integrates project milestones, forecasts and priorities''®. This
priority is complete and the main action was in October of 2009 when the Unified Transportation
Program Working Group issued its final report to TXDOT. The TTC considered new proposed
programming and project development rules in May 2010 that were drafted by the
Transportation Planning and Project development Rulemaking Advisory Committee. The rules
were adopted in August of 2010.

Priority four is to "require TXDOT districts to develop detailed work programs driven by
milestones for major projects and other statewide goals for smaller projects'*!. This project is
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complete, but requires continuing enhancements and improvements. In September of 2009,
TxDOT released Primavera Version 6 (P6), which gives TxDOT managers rea-time project
schedules to ensure accountability for project design resources. This is an updated version of
project development tracking system (Project Development Management System) originaly
launched in September 2008. In December 2009, the department transferred project data from
PDMS to the new P6 system. They aso began to train project managers on the new software
and began supporting the web-based Project Tracker with the P6 software in March 2010.

The final priority of Issue 2, priority 5, isto "require TXDOT to establish, and provide funding
and support for transportation planning in rura areas around the state"*?. This priority is
complete and was implemented when TxDOT adopted rules in August 2010 that incorporated
rural planning organizationsinto its planning and programming processes.

Issue 3: This issue focuses primarily on the importance of public outreach and involvement in
transportation planning. The first priority of this issue was to "require TxDOT to develop and
implement a public involvement policy that guides and encourages more meaningful public
involvement efforts agency wide"™. To date, this priority is 75% complete. Texas Southern
University (TSU) was contracted to evaluate TxDOT's public involvement strategies. TSU will
provide a draft policy for the TTC's consideration as well as recommendations on how to
improve the agency's function in this regard at the TTC workshop on December 15.

Priority two is to "require TxDOT to develop standard procedures for documenting complaints
and for tracking and analyzing complaint data'**. A new tracking system named CRAFT
(Customer Relationship and Feedback tracking) is currently being field tested by TxDOT. The
agency's employees are being trained on the new system, which is being used to electronically
track complaint reports. This priority was completed, with continual updates as necessary, when
CRAFT went operational statewide in October 2010.

Priority three of Issue 3 is for TxDOT to "provide a formal process for staff with similar
responsibilities to share best practices information"'>. This priority is complete, but requires
continuing updates. Currently, TXDOT employees can share best practices information using a
program called SharePoint and through the department’s internal online learning center. Also,
TxDOT is planning to launch an internal training and informational sharing video archive. This
service will be available to all employees and will be a centralized source for best practices
information.

Priority four is that "TxDOT should provide central coordination of the department's major
marketing campaigns''®. To date, priority four is 70% complete and included the formation of
an internal committee to study "all campaigns and awareness efforts, standardizing contracting,
working on an umbrella strategic advertising and marketing plan, and developing measurement
methods." Once the strategic plan is developed, it will be put into place by March of 2011. After
the strategic plan is formally adopted, a request for proposals will be used to secure qualified
vendors to handle the department’s advertising and marketing needs.

Thefinal priority of issue 3isto "make [the TXDOT] website easier to use." Thispriority is 75%
complete and included a new streamlined department website. This website was launched in
December of 2008 and includes Project Tracker, a program that provides information on
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infrastructure projects currently being developed. In March of 2010, a program named Tracker
was added to provide information regarding performance measures used by the department such
as construction, pavement conditions, traffic fatalities, and various congestion measures. While
this project will run through the end of the year, the department anticipates regular updates based
on public comments and feedback to be implement in the website.

Issue 4: This issue focuses on the contracting process used by TxDOT and recommendations to
make the process more efficient and reduce the risk involved. Priority one was to "remove
provisions in statute and rule requiring TXDOT to advertise its contract solicitations in local and
statewide newspapers'’’.  This recommendation cannot be implemented by TxDOT until
changesin statute are made by the Legidlature.

Priority two of issue 4 is for TXxDOT to "develop clear communication policies regarding
contract solicitations for its professional service contracts'’®. This recommendation was
implemented in October of 2008 when TXDOT amended The Contract Management Manual,
Chapter 1, Section 4 to provide a more detailed communication plan. The Contract Services
Section (CSS) of the General Services Division (GSD) developed generic forms for the
communication plans and non-disclosure statements, and worked to create a customized form for
most common types of professional services contracts. "To promote overall compliance with
department contracting policy and procedures, the [GSD] will submit this area to the Audit
Office as a candidate for review as they develop their annual Audit Plan for the department.”

Priority three is to ensure that TXDOT "provides additional information on overhead rates to
districts and ensure that they use them." In October 2008, TXxDOT updated its required contract
training and added a Contract Management and Administration course. This class covers
negotiation and establishment of overhead rates and any department staff who are involved in
contract negotiation are required to take this course. Thereis aso improved oversight in that the
Design Division's Consultant Contact Office Section (CCO) reviews negotiated overhead rates
and compare them to the audited overhead rates.

The fourth priority is for TXDOT to "set timeframes for each major step in the development of
professional services contracts'*®. A September 2008 memorandum from TxDOT administration
detailed deadlines for each major step in the development of professional service contracts that
were established by the CCO. These timelines have been integrated in TXDOT policy manuals
which were distributed to all districts, regions, divisions, and offices. In addition to the new
manuals, department regional staff set more specific standard operating procedures in order to
complete contract execution within 100 days of their receipt of Letters of Interest.

Priority five is that "TxDOT should consider providing additional staff to support its Consultant
Contract Office"®. In September of 2008, TXDOT added four additional staff positions to the
Consultant Contract Office. The new staff members were tasked with "developing and
implementing the Professional Services Contract Administration and Management System,
standardizing the invoice for engineering, surveying and architecture contracts, maintaining
contracting rules, updating all precertification categories, and developing additional guidance
and resources to support the selection, negotiation and management phases.”

Priority six is for TXDOT to "strengthen oversight and accountability of professional service
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contracts in its district offices.” TxDOT significantly condensed the number of offices that
oversee professional service contracts from twenty-five districts to four regions. This has
improved consistency, with final operating procedures approved in January 2010 and more
timely reviews of these contracts.

The final priority of issue 4 is for TxDOT to "require contract management training for its
professional services project managers and other employees involved in professional services
contract administration"®. This priority is 90% complete and the main action came when
TxDOT developed a two-part training curriculum for professional service contract
administrators. These courses ensure that employees receive in-depth instruction on the correct
handling of department contracting. A more comprehensive course will be offered at the end of
this year and will be continued to meet demand, which is estimated to be twice ayear.

Grant Thornton Management Audit
Background

In 2009, The Texas Transportation Commission retained the services of an independent audit
firm, Grant Thornton, LLP, to conduct a top-down management and organizational review of
TxDOT. The Commission directed Grant Thornton to perform this review per a recommendation
from the Texas State L egislature in 20009.

The final report was delivered to the Commission during its workshop meeting on May 26, 2010.
The report can be found at:
<http://www.txdot.gov/about_us/commission/2010_meetings/documents/gt.pdf>

In July 2010, the Texas Transportation Commission (TTC) established the TxDOT Restructure
Council (TRC) to provide a “fresh set of eyes’ to assist with modernizing and improving
TxDOT. The Commission selected three experts, Howard Wolf, Jay Kimbrough, and David
Laney, to serve on the TRC. The TRC will review and eval uate recommendations from the Grant
Thornton Report, as well as other audits and reviews, to determine areas of emphasis and
implementation priorities to present to the Commission.

Once the TRC was formed, they began to meet with TXDOT administration and staff to gain
perspective on the recommendations made in the Grant Thornton Report. It was at this point that
they began work to develop the Recommendations Tracking Database. They also updated the
Commission at their monthly meeting on August 25, 2010 at their monthly workshop.

In September of 2010, the TRC continued to meet with TXDOT administration, staff, and
transportation stakeholders as well as with Grant Thornton staff. Mr. Kimbrough was invited to
provide an update to the House Committee on Transportation and also a demonstration of the
Recommendations Tracking Database to Capitol staff. An update was provided to the
Commission at their monthly meeting on September 29, 2010.

In October of 2010, TXDOT, with TRC approval, posted two new high-level executive positions for
Chief Information Officer and Chief Administration Officer. With the help of the TRC, TxDOT
posted Phase | of the Recommendations Tracking Database on their website. Mr. Kimbrough
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was invited to testify at a hearing of the Senate Committee on Transportation & Homeland
Security and Mr. Wolf was invited to provide information at a hearing of the House Select
Committee on Transportation Funding.

In November 2010, the TRC continued to meet with TxDOT administration, staff, Grant
Thornton staff, and transportation stakeholders. Phase 1l of the Recommendations Tracking
Database was scheduled to be completed and posted by mid-November. TRC also began drafting
areport to the Commission, and an update on TRC activities occurred at the November 18, 2010
TTC meeting, with another update planned for the December 15, 2010 workshop. The
presentation of final recommendations was originally scheduled for the December 16 meeting,
but was postponed due to a "scheduling conflict”. The Commission also felt a need to release
their recommendations in conjunction with the Sunset Advisory Commission recommendations.

Committee Action

The House Committee on Transportation met in a scheduled public hearing on September 17,
2009 in Austin, Texas. Susan Pentecost of Grant Thornton was invited to provide an update of
the organization's review of TXxDOT. At the time, Grant Thornton was half-way through their
interview of stakeholders and preparing to release their final recommendations by the end of the
year. Thefull report, as noted earlier, was available on May 26, 2010. The Committee members
clarified the extent of the review and ensured the stakeholders interviewed by Grant Thornton
were of a diverse background and represented Texas as awhole.

The House Committee on Transportation met in another scheduled public hearing on June 9,
2010 in Austin, Texas. This hearing was held after the Grant Thornton report was released. Two
employees, Anna Dannegger, Director, and Susan Pentecost, Partner, of Grant Thornton were
invited to give the Members information regarding the methodology and process used by the
firm to review TXDOT. Two Chairmen of the TTC, Ned Holmes and Fred Underwood, were
also invited to testify about the decision to Commission made to have a second audit completed.

Both hearings were intended to provide an update to the progress the Commission made to
comply with the recommendations made in the Grant Thornton management audit.

Discussion

Over the past severa years there have been numerous recommendations made to the department
that have come from back-to-back management audits and reviews. Before the council could
begin to assess and analyze what the department should do to modernize and improve they
needed away to “put their arms around” what has been asked of the department.

The solution was a comprehensive database that included all the recommendations made to the
department from the Grant Thornton review, as well as from other management audits and
reviews from the past few years (pre-sunset audits, sunset commission report, and 2030
committee report). This database was made available to the public on Friday, October 1 and can
be accessed on the TXDOT web site.
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In order to better organize the 191 Grant Thornton Recommendations, which make up 29% of
the database, the TRC worked closely with Grant Thornton staff to capture the recommendations
accurately and to organize them into nine distinct categories. These categories are: Leadership
and Culture, Implementing Change, Organizational Structure, Plan/Design/Build, Human
Resources, Information Technology, Financial Management, Procurement, and Communication.
The TRC a so worked with the department and commission staff to ensure the database was easy
to use and allowed the public to search, sort, filter, and download the information?.

The database is an agency accountability tool that will allow the council, the public and
transportation stakeholders to review, search, and comment on recommendations and agency
activity in an organized and efficient manner. Thisis aso atool that will assist the council in
developing their report to the Texas Transportation Commission outlining their
recommendations and priorities for the Department.

The two newly created positions at TxDOT are intended to help improve the agency's
organizational structure. The Chief Administration Officer will direct and manage support
functions of the agency including human resources, procurement, HUB/DBE compliance,
occupational safety and travel information. The Chief Information Officer will provide
leadership and strategic directions for the department's information systems and manage the
technology services aspects of the agency's operations. Both positions will report directly to
TxDOT's Executive Director.

Once the TRC presents their final report to the TTC, it will be the responsibility of the
Commission to implement, plan, and execute further action.

Conclusion

While TxDOT and the TTC have improved their accountability since the publication of the 2008
Sunset Advisory Commission Staff Report and the Grant Thornton Management Audit, the
Legidature should remain vigilant and continue a thorough investigation of the Agency and
Commission's activities.

Recommendations
The House Committee on Transportation recommends the 82nd L egislature to:

1. Continue to monitor the Department and Commission to ensure statutory and rule
changes currently being made are continued after project completion.

2. Develop and implement certain management review recommendations into statute.
Establish timelines and set goals to track and measure implementation progress.

3. Consider ensuring Legidative and Sunset recommendations that were unable to be
adopted by the department are included in the Department Sunset bill during the 82nd
Legidative Session.

4. Consider working with the Commission to obtain the services of an independent
management group to monitor the progress toward the goals of the recommendations and
make adjustments to achieve those goals.
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Charge 2
Review the organization and operation of Metropolitan Planning Organizations

(MPQs). Consider the relationship between MPOs and TXDOT regarding
transportation planning and programming.
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On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Review the organization and operation of Metropolitan Planning Organizations (MPOs).
Consider the relationship between MPOs and TxDOT regarding transportation planning and
programming.

Background

Metropolitan Planning Organizations (MPOs) are an integral part of the transportation planning
process in Texas. MPOs aso alow citizens to have significant input into the transportation
projects in their area. However, these organizations are not well known or understood by the
public, and therefore this report seeks to better clarify the role of MPOs in meeting our state's
transportation needs.

MPOs are federally mandated entities that encompass urban areas throughout the nation and are
charged with developing a transportation plan for that urbanized area. Federal law requires an
MPO to be designated for each urbanized area with a population greater than 50,000.

All MPOs are required to prepare and update a long-range metropolitan transportation plan
(MTP) that takes into consideration all aspects of the area's transportation needs such as new and
existing infrastructure, public transit, and congestion. The MTP is a plan that forecasts
transportation needs for the next twenty years and is updated every four years. Additionally, the
MPO is required to develop another plan, referred to as the Transportation Improvement
Program, which includes a priority list of proposed federally supported projects and strategies to
be carried out within a four year period. The Texas Department of Transportation (TXxDOT)
collects these plans and programs from each of the twenty-five MPOs, and the plans from the
individual TxDOT districts where there is no MPO, to form the State Transportation Plan which
is used to prioritize projects across the state.

Additionally, the duties of an MPO can be greatly expanded given a variety of different factors
including: encompassing a Transportation Management Area (TMA), which is an urbanized area
with a population of 200,000 or more; a designation as a nonattainment or maintenance area
under the Clean Air Act; or serving a multi-state area.

Funding for MPOsiis provided by grants from the Federal Highway Administration (FHWA) and
from the Federal Transit Administration (FTA) on a reimbursement basis. In order to receive
funding, an MPO must submit a project request to the local TXDOT district for processing. If the
expenditures are alowed, the state must reimburse the MPO within thirty business days. The
state, in turn, seeks reimbursement from the appropriate federal agency.

Because of the nature of the funding stream, cooperation must exist on many levels between the
federal and state governments and the MPOs. At the state level, the relationship between
TxDOT and the MPOs should be further explored to ensure transparency, cooperation and
efficiency throughout all steps of the planning process.
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Committee Action

On March 22, 2010, Chairman Pickett formed a Subcommittee to fully develop and thoroughly
analyze the complex nature of this charge. He appointed the Vice-Chairman of the Committee,
Representative Larry Phillips, to serve as the Chair, and Representatives Jim Dunnam, Yvonne
Davis, Linda Harper-Brown, Ruth Jones M cClendon, Todd Smith and Wayne Smith to form the
rest of the Subcommittee.

Hearing Summary

The House Committee on Transportation, Subcommittee on Metropolitan Planning Committees
met in a scheduled public hearing on August 25, 2010. The Committee heard public and invited
testimony from: John Barton, Assistant Executive Director for Engineering Operations at
TxDOT, Alan Clark of the Houston-Galveston Area Council, Christopher Evilia of the Waco
MPO, Dan Kessler of the Association of Texas MPOs (TEMPO), Bill Magers of the Sherman-
Denison MPO, Robert Wood of the Sherman-Denison MPO, Brad McCaleb of the Texarkana
MPO, Michael Morris of the North Central Council of Governments., and Terri Hall of Texas
TURF.

Mr. Barton testified that TXDOT is aware that the planning process is not as transparent as is
desired. While the complexity of the transportation planning process is innate and it involves so
many components, TXDOT has taken steps to smplify it. After the 81st Legidative Session,
TxDOT formed an advisory committee to make recommendations about revising existing
TxDOT rules regarding planning and programming. Mr. Barton stated the rules require that
TxDOT's planning and project development program include: project selection criteria for the
Department and each MPO to use in their transportation plans that are based on the Texas
Transportation Commission's (TTC) transportation goals and measurable targets;, statewide
connectivity project benchmarks and implementation guidelines, an extended cash forecast;
funding formulas for various categories of transportation projects; alocation formulas for
mobility projects located within MPOs and related performance measures; flexibility provisions
that allow TxDOT and MPOs to accelerate or delay projects based on cash forecasting; and
consistent, clear and understandable reporting requirements. TxDOT aso enacted, via the
rulemaking process, many of the components found in House Bill 300 in the 81st Legidative
Session, the TxDOT Sunset Bill.

The Committee also heard testimony from the Sherman-Denison MPO, one of the smallest
MPOs in the state, the Waco MPO, a mid-sized MPO, and the Houston-Galveston and the North
Central MPOs, the two largest MPOs in the state. Overall, al of the MPOs could cite positive
working relationships with TxDOT personnel. There was an acknowledgement that TxDOT
does seem to be working to correct some of the problems in communication and transparency.
However, there is still concern that TXDOT seems to want to approve or control which projects
are developed, rather than listening to the MPOSs' priorities as established by regional elected
officials and transportation providers. Furthermore, there seemed to be universal frustration that
thereis alack of an information system that is capable of providing accurate, reliable and timely
information on letting cycles and long-term financial projections within TxDOT that can be
accessed and used by the MPOs in their forecasting.
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Survey Summary

In April 2010, the Committee sent a questionnaire to each of the twenty-five MPOs. The
committee received responses from nineteen of the MPOs. The following is some of the basic
information from the responses to the survey.

Abilene MPO
No response

Amarillo MPO

The Amarillo MPO serves a population of approximately 222,000, has three full-time employees
and two part-time employees. The City of Amarillo is the fiscal agent for the MPO. The
governing board consists of eleven voting members. two county judges, two county
commissioners, mayor, city manager, TxDOT district engineer, Council of Governments
member, a member from the chamber of commerce, and a TXDOT director of Transportation
Planning and Development. The board does not allow for proxy voting. The Amarillo MPO
recommended that the communication from TxDOT to the MPOs regarding the content and
format of documents such asthe MTP and TIP should be clearer and come earlier in the process.
The response seems to indicate that the Amarillo MPO feels there are many last minute changes
requested by TxDOT, which wastes time and money.

Brownsville MPO

The Brownsville MPO serves a population of approximately 200,000 and has four full-time
employees. The City of Brownsville is the fiscal agent for the MPO. The governing board
consists of nine voting members: one member from the City of Brownsville, one member from
Los Fresnos, one member from Rancho Vigo, one member from TxDOT, one member from
Cameron County, one member from Brownsville Independent School District, one member from
the Brownsville Navigation District, one member from the Brownsville/S. Padre International
Airport Advisory Committee, one member from the Brownsville Chamber of Commerce, and
one member from the Brownsville Economic Development Corporation. The board does allow
for proxy voting. The Brownsville MPO recommended that TxDOT continue to work
cooperatively with the various MPOs throughout the state through TEMPO. The MPO also cited
the environmental clearance process to be problematic, specifically with the United State Fish
and Wildlife Service staff.

Bryan-College Station MPO
No response

Capitol Area MPO (CAMPO)

CAMPO serves a population of approximately 1.6 million people and serves the Round Rock-
Austin-San Marcos MSA. The MSA aso covers Bastrop, Cadwell, Hays, Travis and
Williamson Counties. CAMPO has fifteen full-time employees and two part-time employees.
The City of Austin is the fiscal agent for the MPO. The governing board consists of eighteen
voting members: County Commissioners from Bastrop, Caldwell, two from Travis and
Williamson Counties; the Mayors of Pflugerville, Austin, Cedar Park, San Marcos, and the
Mayor Pro-Tem of Round Rock, three Austin City Council Members, Travis and Hays County
Judges, one member from Travis County, one member from Capitol Metro, and one member
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from the TxDOT Austin District. The board does not technically allow for proxy voting,
however, members may designate an alternate who is affiliated with that member's organization
or other body, and that aternate is allowed to vote in the member's stead. CAMPO
recommended that TXDOT work on consistency in dealing with al MPOs, treat MPOs as a
partner and not as a department, and manage the MPOs | ess.

Corpus Christi MPO

The Corpus Christi MPO serves a population of approximately 790,000 and has six full-time
employees. Nueces County is the fiscal agent for the MPO. The governing board consists of
seven voting members: Nueces County Judge, San Patricio County Judge, Mayor of Corpus
Christi, Mayor of Portland, an official from the Port of Corpus Christi, an official from the
Regional Transportation Authority Board, and a member of the Corpus Christi TXDOT District.
The board does not allow for proxy voting. The Corpus Christi MPO did not have any specific
recommendations on improvements TXDOT could make to their planning processes.

Dallas-Fort Worth MPO

The Dalas-Fort Worth MPO serves a population of approximately 6,600,000 and has one
hundred and thirty two full-time and two part-time employees. The North Central Texas Council
of Government (COG) is the fiscal agent for the MPO. The governing board consists of twenty
six elected officials from the cities, ten elected officials from the counties, and seven members
that are transportation providers. The board does not alow for proxy voting. The Dallas-Fort
Worth MPO recommended greater decentralization of project selection and implementation by
TxDOT.

El Paso MPO

The El Paso MPO serves a population of approximately 700,000 and has fourteen full-time
employees. The City of El Paso is the fiscal agent for the MPO. The board does not allow for
proxy voting. El Paso MPO recommended that TXDOT work to provide a more transparent
travel demand model practices and demographic forecast training.

Harlingen-San Benito MPO
No response

Hidalgo MPO

The Hidago MPO serves a population of approximately 800,000 and has eight full-time
employees. The Lower Rio Grande Valley Development Council is the fiscal agent for the
MPO. The governing board consists of local elected officials, transit provider directors, the
chairman of the commuter rail district, and the chairman of the loca Regional Mobility
Authority. There are also several ex-officio members of the policy board from Mexico. The
board does alow for proxy voting. The Hidalgo MPO recommended less oversight from and
greater cooperation and partnership with TxDOT.

Houston-Galveston MPO

The Houston-Galveston MPO serves a population of approximately 6,000,000 and has about
seventy full-time employees. The MPO also receives direct support from Houston-Galveston
Area Council (H-GAC) employees in administrative functions. The Council of Governmentsis
the fiscal agent for the MPO. The governing board consists of twenty eight voting members:
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City of Baytown, City of Galveston, three members from the City of Houston, City of Missouri,
City of Pasadena, City of Sugar Land, City of Texas City, Brazoria County, Chambers County,
Fort Bend County, Galveston County, two members from Harris County, Liberty County,
Montgomery County, Waller County, Metropolitan Transit Authority, two members from
TxDOT, Houston-Galveston Area Council, one at-large city appointee from Brazoria County,
one at-large city appointee from Montgomery County, one at-large city appointee from Harris
County, Gulf Coast Rail District, other cities with a population of 50,000 or more, and one
appointee by the TPC. The board does not allow for proxy voting, however it does allow for a
designated alternate to serve on the governing board in place of the primary member, with voting
privileges. The Houston-Galveston MPO recommended that TXDOT provide more accurate,
reliable financia information which includes the current letting cycle and short-term and long-
term financial projections.

Killeen-Temple MPO
No response

Laredo MPO
No response

Longview MPO

The Longview MPO serves a population of approximately 80,000 and has three full-time
employees. The City of Longview is the fiscal agent for the MPO. The governing board
consists of nine voting members. the Mayor of White Oak, the Gregg County Judge, a Harrison
County Commissioner, the City Manager of Longview, the TXDOT District Engineers for Tyler
and Atlanta Didtricts, and the Directors of Development and Public Works for the City of
Longview. The board does allow for proxy voting. The Longview MPO indicated that while the
relationship with TXDOT has improved over the last few years, clearer and more timely
communication on upcoming meetings, policy changes, and other planning issues would benefit
their planning process.

Lubbock MPO

The Lubbock MPO serves a population of approximately 225,000 and has three full-time
employees. The City of Lubbock is the fiscal agent for the MPO. The governing board consists
of nine voting members: one elected Lubbock County official, Lubbock County judge, three
representatives from the City of Lubbock, two of whom must be elected officials, TxDOT
district engineer, the City Manager of Lubbock, the Mayor of Wolfforth, and the Genera
Manager of Citibus. The board does not alow for proxy voting, with the exception of those who
serve on the transportation advisory committee. The Lubbock MPO recommended that TXDOT
provide additional transparency and more effective communications in their interactions with
MPOs.

Midland-Odessa MPO

The Midland-Odessa MPO serves a population of approximately 211,000 and has four full-time
employees. The City of Odessa is the fiscal agent for the MPO. The governing board consists
of: City Council Members from Odessa and Midland, a commissioner from the County of
Midland, the Ector County Judge, and the TXxDOT District Engineer. The board does not allow
for proxy voting. The Midland-Odessa MPO expressed concern with TXxDOT's cash forecasting
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model saying that the current model makes long-range forecasting difficult.

San Angelo MPO

The San Angelo MPO serves a population of approximately 95,000 and has three full-time and
one part-time employee. The City of San Angelo is the fiscal agent for the MPO. The governing
board consists of eleven voting members. the President of the Chamber of Commerce, the
Concho Valley COG Executive Director, the City Manager of San Angelo, the Director of
Community Planning and Development, the City Engineer, the Director of the airport, the
Director of Transportation Planning and Development, and the TxDOT District Engineer. The
board does not alow for proxy voting. The San Angelo MPO did not have any specific
recommendations on improvements TXDOT could make to their planning processes.

San Antonio MPO

The San Antonio MPO serves a population of approximately 1,600,000 and has fifteen full-time
employees. Bexar County is the fiscal agent for the MPO. The governing board consists of
nineteen voting members:. one member from the Alamo Area COG, three elected officials and
one appointed member of Bexar County, four elected officials and two appointed members from
the City of San Antonio, one elected official from the Greater Bexar County Council of Cities,
one member from the Northeast Partnership, two members of the state Legislature, two
representatives from TxDOT, and two members from VIA Metropolitan Transit. The board does
not allow for proxy voting. The San Antonio MPO did not have any specific recommendations
on improvements TXDOT could make to their planning processes.

Sherman-Denison MPO

The Sherman-Denison MPO serves a population of approximately 80,000 and has two full-time
employees. The MPO also utilizes employees of the COG for administrative assistance. The
Texoma COG is the fiscal agent for the MPO. The governing board consists of five voting
members: the Mayor of Sherman, the Mayor of Denison, a rotating representative from one of
the smaller cities (currently Pottsboro), a county commissioner, and the TXDOT District
Engineer. The board does not allow for proxy voting. The Sherman-Denison MPO indicated a
positive relationship with TxDOT, but that the agency could still improve communication and
assist in training MPO staff.

Southeast Texas MPO
No response.

Texarkana MPO

The Texarkana MPO serves a population of approximately 94,000 in two states and has three
full-time employees. The City of Texarkana is the fiscal agent for the MPO. The governing
board consists of fourteen voting members. one member from Miller County, three members
from Texarkana, two members from Arkansas State Highway and Transportation Department
(AHTD), one member from Bowie County, three members from Texarkana, one member from
Wake Village, one member from Nash, two members from TxDOT. The board does not allow
for proxy voting. The Texarkana MPO did not have any specific recommendations on
improvements TXxDOT could make to their planning processes.
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Tyler MPO

The Tyler MPO serves a population of approximately 180,000 and has one full-time and five
part-time employees. The City of Tyler is the fiscal agent for the MPO. The governing board
consists of eleven voting members. two mayors, one county commissioner, one county judge,
three city managers, TXDOT district engineer, a city engineer, the county road administrator, and
a Regiona Mobility Authority board member. The board does not allow for proxy voting. The
Tyler MPO did not have any specific recommendations on improvements TxDOT could make to
their planning processes.

Victoria MPO

The Victoria MPO serves a population of approximately 84,000 and has the equivalent of two
full-time employees. The staff of the MPO are also employees of the City of Victoria. The City
of Victoriaisthefiscal agent for the MPO. The governing board consists of ten voting members:
two representatives from TxDOT, the Victoria County Judge, a Victoria County commissioner,
two Victoria City Council Members, the City Manager, the city Public Works Director, one
member form the Port of Victoria, and the manager of the Victoria Regional Airport. The board
does not allow for proxy voting. The Victoria MPO recommended that TXDOT be more flexible
and open to local input.

Waco MPO

The El Paso MPO serves a population of approximately 220,000 and has two and a half full-time
employees. Two of these employees are also employed by the City of Waco. The City of Waco
is the fiscal agent for the MPO. The governing board consists of nineteen voting members: nine
local elected officials, eight city managers and municipal staff, and the TXDOT district engineer.
The board does allow for proxy voting. The Waco MPO indicated that there are some
inefficiencies with the travel demand model, and last minute updates to the transportation plans,
which resultsin delays.

Wichita Falls MPO

The El Paso MPO serves a population of approximately 141,000 and has two full-time
employees. The City of Wichita Falls is the fiscal agent for the MPO. The governing board
consists of nine voting members. the Mayor of Wichita Falls, the Wichita County Judge, two
Wichita Falls City Councilmembers, the TxDOT District Engineer, the City of Wichita Falls
Public Works Director, the City Administrator of Pleasant Valley, the Mayor of Lakeside City,
and the Executive Director of the North Texas Regional Planning Commission. The board does
not alow for proxy voting. The Wichita MPO recommended that TXDOT provide more training
on the development and maintenance of TransCAD Travel Demand Model.

Recommendations for the Texas Department of Transportation

The House Committee on Transportation recommends the Texas Department of Transportation
to implement the following items by use of the Department's Rulemaking Authority.

Transparency

Based on the Committee work, MPO survey results and the public hearing, there is a consensus
that the relationship between TXxDOT and MPOs can be improved. Specifically, a workgroup
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with the purpose of identifying methods and activities that will produce more financial
transparency should be formed between TxDOT and the MPOs. The workgroup’s emphasis
should be working with the Department on developing financial tracking and reporting tools that
would alow MPOs to follow TxDOT's programming of funds, including the assignment of
obligation authority to specific projects, that reflect the project selection priorities as established
by MPO Policy Boards, and provide feedback to the MPOs when those project selection
priorities are not achieved including the circumstances that preempted the MPOs project
prioritization. This workgroup could also give MPOs more information on the uses of federally
appropriated funds, Advance Construction, and general cash flow of TxDOT particularly for
those programs that impact MPO responsibility such as Category 2, TxDOT Mobility Funds,
Congestion Mitigation and Air Quality (CMAQ), and Surface Transportation Program —
Metropolitan Mobility (STP-MM). This workgroup could aso work with the TTC to pursue a
more open process to apply for transportation development credits.

Financial Partnering

The Department could also assist MPOs in funding administrative functions for regional projects
that benefit the state’s on-system network. An example is the STP-MM- and CMAQ-funded
regional projects that benefit all on-system projects. The Department should also reimburse
STP-MM and CMAQ funded projects after costs are incurred by the MPOs; many times MPOs
must cash flow these projects pending reimbursement from TxDOT. The MPOs should aso
continue to streamline the funding agreement process with TxDOT Districts, regional office, and
the Agency headquarters. Finally, TxDOT should consider utilizing the Federal Transit
Administration model for grant agreements and reimbursement processes, which would permit a
periodic audit and close-out rather than alabor-intensive detailed monthly review and audit.

Project Selection

The process of selecting certain projects could be improved if TxDOT allowed for certain
processes to operate in a less top-down fashion. For example, the selection of safety projects
could be improved if TXDOT allowed more flexibility to the MPOs, and if MPOs were included
in the beginning of the process. Additionally, the funding formula for safety projects could be
altered to more equitably spend money across the state. Currently, a crash rate is used in the
funding formula rather than absolute totals, which has the effect of favoring rural areas even
though more accidents are occurring in urban areas of the state. The use of Proposition 12
monies can also distributed more equitably geographically, as was recommended by a broad
range of MPOs and Districts.

Maintenance project selections could also be improved to allow more flexibility for MPOs.
Currently, MPOs need a statement from each TxDOT district stating how maintenance projects
were selected and the why investment in this particular project is beneficial to the community.
To improve the current procedure, the process for selecting maintenance projects should be
approved by the MPO policy boards. Additionally, expected performance improvements from
the project should be defined and the performance of the facility should be monitored after the
improvements. The performance of the improved facility should later be reported to the MPO
and district constituents in annual reports. This will help MPOs determine where the best value
isfor scarce transportation resources and provide accountability to the public.
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Currently, statewide planning documents must show a connection and consistency with MPO
long-range plans and Transportation Improvement Programs (TIPs). To improve this process,
the statewide plan should include, first, a summary of MPO priorities prepared by each MPO.
Second, it should have projects or programs that demonstrate a linkage to MPO plans and TIPs
and take into account the activities of MPOs as it relates to the statewide system. There should
be more emphasis on the system rather than individual projects. Finally, the statewide plan
should demonstrate financial constraint as it is currently laid out in federal rules and regulations
for MPOs. The financial constraint demonstration of the statewide plan should include a
baseline financial forecast plus additional financial scenarios. In addition, the statewide plan
should identify the overall transportation need and resources necessary to satisfactorily address
that need. Examples of issues that should be in the Statewide Plan would be toll and managed
lanes, system interoperability, project priorities for the state, congestion pricing policies,
statewide freight flow and infrastructure needs, and ITS deployment along high volume,
interregional corridors. TxDOT should also have performance measures to evaluate these
potential projects, developed in cooperation with MPOs and other key stakeholders that are
consistently measured and reported across all districts and are clearly defined and replicable by
others.

Communications

The communications between TxDOT, the MPOs, and the public needs improvement, with a
greater focus on proactive versus reactive communications. For example, on December 22, 2009
the MPQOs aong with the District Engineers were called to Austin by TXDOT Administration.
The purpose of the meeting was to give the MPOs Category 2 & Category 3 numbers and to
discuss the 2011 Unified Transportation Program (UTP). The result was that the MPOs were
asked to give an approval on a set of numbers they had not seen before, nor had MPO policy
boards been able to review. In short, the MPOs would like to meet when there isn’'t an
immediate crisis to resolve so there is the time and ability to discuss mutual concerns in depth
and to consult with local elected leaders.

Also, TXDOT often proceeds with activities that have an impact on MPOs, but does not always
involve the MPO in preliminary discussions with local, state, and federal agencies. Examples
include public outreach and environmental documents. TxDOT should coordinate all public
outreach activities that are in the non-rura portions of their districts with the twenty-five MPOs
across the state. Currently, TxDOT district staff meets monthly with the FHWA and the
Environmental Affairs Division to discuss the status of ongoing environmental documents. The
MPOs are not invited to those meetings at the request of TXxDOT, even though the status of the
documents has an impact on MPO long-range plans, TIP documents and transportation
conformity. With financial commitments eroding, there needs to be an increased emphasis on
communications and accountability.

Organizational Structure

To improve the relationship between the department and the MPOs, there should be a greater
consensus on the level of oversight performed by Regional Office representatives. For example,
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some regional staff believes that oversight requires them to be involved and sometimes have the
final decision on scopes of work for contracts between the MPOs and their contractors, as well as
work tasks identified within the Unified Planning Work Program, which come from the budgets
of the MPOs. The appropriate role for the TxDOT regional staff is to determine whether or not a
proposed activity meets federal eligibility requirements, not to determine project scope.

In order to help improve the structure between the Department and MPQOs, the Department
should make appropriations available to fully fund and staff the Transportation Planning and
Programming (TP&P) Division. In the past, the TP&P Division has served as a planning liaison
between the MPOs and the TXDOT Administration. With their current staffing levels, the TP& P
Division's ability to perform that function has been greatly diminished. The TP&P Division aso
used to provide consistent interpretations of federal law and guidance to the MPOs. Thelr
current lack of staffing has resulted in fragmented interpretations of federal law and statute from
the TXxDOT Regional Offices.

The decision-making structure could be improved to allow more decisions to be made at the
local level as opposed to ones made in a centralized fashion. In many cases, loca elected
officials, who make up a large maority of an MPO, are closest to the issues and are directly
accountable to the public in those regions. Also, centralized decision-making for projects or
policies which are regional in scope is inappropriate. Examples include Intelligent Transportation
Systems management, bypassing long-range plans, and conformity staging when advancing
projects. There could also be other models for better integration between the MPOs and TxDOT.
These alternatives could include a dedicated MPO staff representative housed at TXDOT with the
purpose of elevating the profile of MPOs within TXDOT Administration, or an increase in the
meetings between TxDOT management and the MPOs for briefings on topics such as funding
and legidlative agendas.

Leadership and Culture

There should be a greater level of recognition by TXDOT regarding the importance and roles of
the metropolitan planning process. Local elected officials are the first line responders to
transportation issues in their communities and as such should be given more deference in the
transportation decision-making process asit is carried out by TxDOT.

For example, TXDOT often brings together the MPO directors to develop consensus regarding a
number of policy related issues, usually under tight deadlines. TXxDOT then uses the discussions
from these meetings to advertise a consensus among the MPOs. The problem with this systemis
that it isthe MPO Policy Boards, comprised of mostly of local elected officials, and not the MPO
staff, that have the final authority to speak on behalf of their regions.
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Legislative Recommendations

The House Committee on Transportation recommends the 82nd L egislature to:

1.

2.

Consider altering the project selection method used by TxDOT to alow for greater
inclusion of MPOs and other key stakeholders.

Consider requiring that a high percentage of the voting membership of an MPO policy
board be made up of local elected officials.

Consider prohibiting the use of proxy votes by policy board members and limiting the
ability of alternates to vote on policy matters

Consider developing a training program to ensure that MPO staff, policy board members,
and members that have not served on an MPO previoudly are adequately trained in new
planning programs.

Continue to work to improve communication between TxDOT, the MPOs and staff,
especially relating to any changes in revenue forecasting or planning models.

Continue to monitor the effectiveness of the rules recently adopted by TxDOT.
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Charge 3

Study the practices and procedures used in the development of toll roads and
make recommendations as necessary.
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On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Study the practices and procedures used in the development of toll roads and make
recommendations as necessary.

Introduction

The Subcommittee conducted two public meetings on June 9, 2010 and September 2, 2010. The
Subcommittee additionally solicited and obtained other information from relevant sources.

In summary, due to the complexity of the interim charge and the broad impact of potential
recommendations, the Committee deems it proper to submit a general history of the use of toll
roads in Texas, specific observations made by the Subcommittee, and areas of recommended
further inquiry.

Background

The 20-cent-a-gallon state gasoline tax has not been raised since 1991 and Governor Perry has
stated that it will not be raised in the coming session®®. The Department projects that the gas tax
will generate roughly $4.1 billion dollars during the 2012-13 biennium®, an estimated $2.8
billion of which must be used for highway maintenance and preservation. The official amount
will be reported in the Comptroller's Biennial Revenue Estimate, released in January. The Texas
Department of Transportation (TxDOT) estimates that without an additional revenue source, the
State Highway Fund (SHF) will be insufficient to finance any new construction projectsin 2012,
and the total expenditures for maintenance will exceed the revenues from the state motor fuels
tax. Furthermore, much of the new road construction that occurred during the current biennium
was funded by one-time sources of revenue such as the American Recovery and Reinvestment
Act of 2009 or by General Revenue bonds, many of which are quickly running out.

For these reasons, tolling roads become the only readily apparent option for new road
construction in Texas in the foreseeable future. In describing the current highway funding
situation, former Texas Transportation Commission Chairman Ric Williamson stated that Texans
must choose between "no roads, slow roads or toll roads'. However, decisions regarding tolling
will have to be made soon, and Texas cannot afford that these decisions be made in the dark. It
is the state's duty to toll in a manner that most efficiently maximizes state resources and protects
the long term interests of the state.

Prior to the 77th Regular Session of the Texas Legislature, all Texas highway construction was
funded by cash-in-hand from the State Highway Fund (Fund 6). In 2001, legislators concluded
that the tradition "pay-as-you-go" approach was no longer sufficient and moved to adopt new
“innovative” methods of highway finance. The Texas Department of Transportation was given
statutory authority to issue debt and enter into public-private partnerships, and the two primary
mechanisms of highway finance became revenue bonds and tolling authorities.

As a result, toll roads, once rarely encountered outside the stat€’s largest metropolitan areas,
expanded and could become common in cities large and small. The Texas Department of
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Transportation (TXDOT) now incorporates tolling elements into virtually al of its planning for
new road construction and the expansion or extension of existing highways.

Advocates argue that widespread tolling must be adopted in order to adequately finance unmet
demands for highway construction and maintenance generated by the state's rapidly growing
population of motorists. Some opponents argue that tolling existing highways amounts to a
double tax on a virtual necessity merely to generate revenue without necessarily producing
significant traffic congestion relief or added roadway capacity. Other opponents concede that
tolling should play arole in highway financing but dispute that it is the only viable option. This
report examines how toll roads have become integral to TxDOT’ s long-term highway plans and
the practices and procedures involved in the development of toll roads.

The Texas Department of Transportation was initially was established as the State Highway
Department in 1917 by the Thirty-fifth Legislature. It was created to distribute monetary aid to
counties for the purpose of highway construction and maintenance, but also undertook road
construction projects. In 1921 the Federal Aid to Roads Act was amended to require that states
take over responsibility for road design, construction, and maintenance after 1925. In 1924, the
State Highway Department also took over responsibility for al state highway maintenance,
which had previously been left to counties. During the late 1920s, the Legislature adopted the
pay-as-you-go system of highway financing. The Forty-second Legidature, in 1932, provided
that highway financing was a state responsibility and limited counties contributions to providing
right-of-way. The Texas Department of Transportation was established in 1991, taking over
responsibilities of the Department of Aviation, the Motor Vehicle Commission, and the State
Department of Highways and Public Transportation.

""Pay-As-You-Go"

Traditionally, road financing was generated through motor vehicle registration fees, taxes on
motor fuels and lubricants, and federal funds. Almost al of the revenue in the State Highway
Fund, Fund 006, is administered by TxDOT and dedicated to transportation purposes.
Historically, Texas has financed the construction of highways with cash on hand from Fund 006.
Available funding for highway projects has been appropriated by the Legislature and disbursed
by the Texas Transportation Commission (TTC). In addition, Article 3, section 49 of the Texas
Congtitution, which generally prohibits state debt, historically has prevented the state from
issuing bonds to finance non-toll-road construction with borrowed money. In recent years
transportation funding has not kept pace with the state’s road maintenance and construction
needs. As the state’ s population, economy, and vehicle miles traveled have increased, the cost of
materials for road construction has also increased. From 2002 to 2007, the highway construction
cost index increased at an abnormally fast rate, rising by 62 percent. The value of the gasoline
tax, which went into effect in 1993, was set at $0.20 per gallon and, due to inflation, the value
has eroded and is worth $0.14 today when adjusted for inflation using the Consumer Price Index.
Furthermore, significant improvements in vehicle fuel economy have not helped the state's cause
to finance roads in the traditional pay-as-you-go sense. Texas now has over 80,000 centerline
miles and 191,000 lane miles of highway roads. From 1995 to 2006, the number of national
highway system lane miles in Texas grew by approximately 9 percent. From 1995 to 2006,
however, the state’'s population increased by more than 20 percent, and the number of vehicle
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miles traveled increased more than 50 percent. With the pay-as-you-go system no longer able to
sustain tzrge needs of the state’s highway system, new financing tools have been made available to
TXDOT=.

Enabling Legislation

The Texas Turnpike Authority (TTA) was created in 1953 by the Texas Legidature for the
purpose of constructing, maintaining, repairing, and operating future turnpike projects in the
State of Texas, including specific direction to construct the Dallas-Fort Worth Turnpike, now
known as Interstate 30. The TTA was governed by atwelve-member board serving staggered six
year terms. Due to the lack of available revenue to build the roadway under the traditional
revenue streams, pay-as-you-go approach, this project was financed by revenue bonds issued by
the TTA and backed only by the prospect of future ridership, and then levying of toll collections.
The turnpike was operated as a toll road from 1957 until the bond debt was paid off in 1977.
The TTA's efforts were primarily in the Dallas-Fort Worth area, developing three major toll road
projects, including the Dallas-Fort Worth Turnpike, the Dallas North Tollway, and the President
George Bush Turnpike®. 1n 1983, due to strong traffic demand, voter support, and strong local
finances the 68th Legidature authorized Harris County to create the Harris County Toll Road
Authority to meet the transportation needs the TTA could not address. The Harris County Toll
Authority was the first County Tolling Authority created and proceeded with a 50-mile, $900
million toll road project that, by all accounts, has been very successful®.

Public attitudes toward state support for toll roads have shifted over the years. In 1987, voters
rejected a proposed constitutional amendment that would have permitted joint projects by the
TTA and TxDOT, which would have allowed the state to contribute money from any source for
such projects and alowed certain counties and cities to use revenue from a special property tax
to subsidize toll roads; in 1991, however, voters approved an amendment to Article 3, section 52-
b, alowing TxDOT to contribute state money for toll projects as long as any Fund 006 money
used for this purpose was repaid with toll revenue®.

Also in 1991, the Texas Legidature instructed the Texas Sunset Advisory Commission to look
into the consolidation of the TTA with TXDOT. In 1996, the Sunset Commission recommended
consolidating the two agencies, since the operations of TXDOT and TTA were very similar; both
agencies build and maintain highways, with the only significant difference being the method of
financing construction®.

In 1997, during the 75th Legidlative Session, Senate Bill 370 abolished the old TTA and created
a new turnpike division within TXxDOT to develop toll roads. Under SB 370, the turnpike
divison within TXxDOT was governed by an independent seven-member board, although the
turnpike board needed concurrence from the TTC on many things, including the condemnation
of property®. The bill also established the regional North Texas Tolling Authority (NTTA) under
Chapter 366 of the Texas Transportation Code. All of the Texas Turnpike Authority's assets,
rights, and other property located in Collin, Dallas, Denton, or Tarrant counties were transferred
to the NTTA. The attendant creation of the NTTA gave the state three independent agencies
responsible for planning and constructing toll roads—the Texas Department of Transportation,
the North Texas Tollway Authority, and the Harris County Toll Road Authority.
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TxDOT's Texas Turnpike Authority (TTA) Division has statewide jurisdiction for development
of turnpikes and is no longer associated with regional or county toll authorities. The objective of
TTA isto consider the development of turnpike projects in any part of the state where thereis a
demonstrated need and where a project has been shown to be financialy feasible. The enabling
act also authorizes TTA to enter into an agreement with the government of Mexico to cooperate
on NAFTA and border-related issues™.

TTA’s enabling legislation did not change the Texas law that prohibits TXDOT from expending
funds for the construction, operation, and maintenance of a toll facility of a public or private
entity without a requirement for repayment. Furthermore, despite the fact that TTA isadivision
of TxDOT, Section 52-b. Article 11l of the Texas Constitution precludes advancing funds for
turnpike project development without an obligation for repayment. Therefore, as described
below under Project Funding, these funds must be repaid at closing which adds to the challenge
of financing start-up toll roads™.

Alternative Project Development & Financing Methods

Legidation enacted in the past few years has made new highway financing options, including
bonds and tolling, available to TxDOT officials and other transportation planners. To address
the consgtitutional prohibition on state debt, in 2001 the 77th Legisature enacted Senate Bill 4 by
Senator Florence Shapiro authorizing the creation of the Texas Mobility Fund (TMF). This
revolving bond fund, administered by the TTC, may be used to support bond debt for any state
transportation project, including public toll roads. The TMF will receive surplus revenue from
the new $30 state traffic fine and habitual “bad driver” surcharges established in 2003 and
applicable to most moving traffic violations. Eventually, the fund will be capitalized with a
combination of revenue from various driver's license and vehicle inspection fees and penalties®.

Senate Bill 342 by Senator Shapiro, also enacted in 2001, established in law the concept of “toll
equity.” TxDOT now may spend money from any source on public toll road projects without
reimbursement. Surplus revenue would be deposited into Fund 6 to be spent on other toll projects
or facilities. In addition, the bill authorized the TTC to approve the creation of regional mobility
authorities (RMASs). The TTC may transfer highways to RMASs for maintenance and operation as
toll roads. RMAs may spend the toll revenue from such conversions on any roadway within their
jurisdictions™.

Voters in 2001 approved a constitutional amendment, Senate Joint Resolution 16 by Senator
Shapiro, to allow the creation of the TMF, and repeal the requirement for repayment of TxDOT
funds lent or granted for toll projects™.

In 2003, the 78th Legidature enacted an omnibus transportation bill, House Bill 3588 by
Representative Mike Krusee, and a subsequent “clean-up” bill ,House Bill 2 by Representative
Krusee, enacted during the third called session. These laws expand the powers of RMAS, which,
along with counties and the toll authorities in the Houston and Dallas areas, now may condemn
private property through the power of eminent domain. RMASs also may issue revenue bonds to
build toll roads that they would operate and maintain. In addition, TXDOT may participate with
both public and private entities in utilizing a borrowing mechanism known as “pass-through” or
“shadow” tolls. These negotiated payments are made incrementally to local governmental
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entities or private companies based on traffic volumes to help defray their costs of financing road
construction and/or operation. The payments are made as if tolls were being collected from
motorists by the operators upon project completion. Such financing can accelerate lower-priority
projects, alow more local discretion, and help assure investors that project costs will be repaid
over time*’.

In addition to toll revenue bonds, such as those helping finance State Highway 130 near Austin,
TXDOT may issue up to an estimated $3 billion in bonds against the TMF. This debt
authorization is in addition to the $3 billion in bonds TXDOT may issue against Fund 6 — not to
exceed $1 billion per fiscal year — constitutionally authorized in 2003 through House Joint
Resolution 28 by Representative Joe Pickett. House Bill 3588 also changed the annual toll equity
spending limit from 30 percent of federal funding to $800 million®.

To accelerate spending on needed projects, TXDOT also is using the “tapered match” method to
front-load federal funds for several eligible projects (90 percent on interstates, 80 percent on
others), thereby delaying payments of the state’s share. To avoid a recurrence of cash flow
problems that arose in late 2001, TXDOT now may borrow short-term against anticipated
revenue to pay for its operations, as authorized by House Bill 471 by Pickett, enacted in 2003%.

The legislation enacted in 2001 and 2003 rejected higher gasoline taxes in favor of authorizing
TxDOT to finance highway construction by issuing bonds and expanding the number and kind of
transportation projects that can be paid for with toll revenue. This has led to an unprecedented
and controversial new tolling policy that TXDOT isimplementing statewide™.

Since the statutory framework was established, TXDOT has begun planning and implementing a
number of toll road projects using some of the newly authorized financing mechanisms. In 2002,
TxDOT sold $2.2 billion in toll revenue bonds and anticipation notes to help pay for construction
of the Central Texas Turnpike Project. It includes State Highway 45 North, the Loop 1 (MoPac)
extension, and the first four phases of State Highway 130, a planned 49-mile bypass designed to
relieve congestion on Interstate Highway 35 in and around Austin. TXDOT estimates that toll
rates (:_/)1? SH 130 will average 12.5 cents per mile for passenger cars and 48 cents per mile for
trucks™.

The Central Texas Regional Mobility Authority (CTRMA), the state' s first, is developing plans
for a12- miletoll road from northwest Austin to a point north of Leander in Williamson County,
bypassing Cedar Park. The $200 million US 183-A project will be financed partially with toll
revezlzpe bonds issued by the CTRMA.. Tall rates are projected to be between 10 and 15 cents per
mile™.

Such tolling projects, which function as a means to finance construction of new urban highways,
do not signify a dramatic departure from how toll roads historically have been utilized in
metropolitan areas such as Dallas and Houston. Other aspects of the state’s new tolling policy,
however, represent a conceptual change in state transportation financing. In December 2003, the
TTC instructed TXDOT staff to begin evaluating all controlled access highway projects as
possible candidates for tolling. This includes al projects involving new lane construction, both
those under way and those being planned. Toward that end, TXDOT is paying Texas A&M
University’s Texas Transportation Institute $96,000 to develop atoll viability computer program
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or district office use in determining the revenue potential of various projects®.

As the 2003 policy directive illustrates, tolling has emerged as an integral part of TxDOT's
overall approach to highway financing and project planning, encompassing new construction,
added capacity, planned improvements, and ongoing maintenance. No longer will tolls be
limited to separate, self-sustaining, intercity turnpikes or intra-city expressways. Under certain
conditions, tolls now may be charged on virtually any portion of the tax-supported state highway
system, from a new section already planned or under construction to extend or complete an
existing roadway, to new express lanes, or new roads connecting existing or planned roads.
Under its new authority, the TTC may charge tolls on any state highway and transfer segments of
state highways to local governments for tolling. A provision in federal appropriations bills since
2006, added by Senator Hutchison, prohibit tolling interstates except for some managed lanes.

Because toll revenue is expected to contribute significantly to project maintenance and
operations, not just construction costs, tolls are less likely to be discontinued, as they were for
the Dallas-Fort Worth Turnpike. Moreover, TXDOT eventualy plans to spend toll revenue
either for ongoing toll road improvements or for other projects in the same area. The TTC now
views tolling less as a discretionary surcharge applicable solely to debt retirement on distinct,
premium urban routes, and more as a general user fee suitable for many types of state roadway
projects that can generate additional revenue to leverage other funds. Rep. Joe Pickett of El Paso
would go a step further and dedicate toll revenue to highway maintenance statewide instead of
recirculating it localy. He suggests that TXxDOT identify and accelerate the most viable toll
projects throughout the state and use the revenue generated to perpetually supplement highway
system maintenance expenditures, which currently exceed $2 billion per year, and reallocate
existing maintenance funds to unmet construction needs™.

Senate Bill 792 by Senator Tommy Williams, enacted by the 80th Legidature in 2007, placed a
limited, two-year moratorium on the state's entering into contracts that would authorize private
entities to operate or collect revenue on toll roads. The bill provided exceptions for specifically
designated highways and for tolled lanes added to existing highways if the projects met other
conditions. With some exceptions, SB 792 also accelerated the expiration date for TXDOT's
authority to enter into comprehensive development agreements, which are contracts with private
entities to finance, construct, maintain, operate, or expand atolled highway project, from August
of 2011 to August of 2009, and it limited the spending of revenue from these agreements to the
geographic area in which the revenue was collected™.

SB 792 also gave local toll authorities the right of first refusal, or primacy, over private entities
for developing toll projectsin their areas. If alocal entity opts to develop a project but does not
adhere to a specified timeline, the option to develop the project reverts to TXDOT and the TTC,
which must develop it within the same timeline. The bill charges TxDOT and the TTC with
helping local entities develop, finance, build, and operate a toll project undertaken by a local
entity.

Local entities must negotiate toll development agreements with TxDOT. A tolling agreement
must be preceded by a market valuation study carried out jointly by the negotiating parties that
includes traffic, cost, and revenue projections. If alocal toll entity and TXxDOT cannot reach an
agreement on terms and conditions, the project becomes ineligible for development as atoll road.
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SB 792 aso raised the cap on the dollar amount of Fund 6 revenue bonds that TXDOT may issue
from $3 billion to $6 billion, and increased the agency’s annual cap on issuing bonds from $1
billion to $1.5 billion. The bill aso established a legidative study committee to examine the
implications of private toll road developments. In December 2008, the Legislative Study
Committee on Private Participation in Toll Projects released its report stating that conventional
finance methods no longer are sufficient to provide necessary highway improvements and must
be supplemented with carefully crafted public-private partnerships.

In November 2007, voters approved Proposition 12 (Senate Joint Resolution 64 by Senator John Carona)
authorizing the Legislature to issue up to $5 billion in general obligation bonds for highway improvement
projects. While voters approved the constitutional amendment authorizing the bonds, the Legislature did
not enact contingent legislation to authorize issuance of the bonds or appropriate the bond revenue during
the 80th Legislative Session. However, in 2009, House Bill 1 by Representative Jim Pitts, First Called
Specia Session of the 81st Legislature, allowed for the issuance of those general-obligation bonds.
The bill allows the TTC to issue bonds to pay for costs of a highway improvement project,
defined as the acquisition, construction, reconstruction, and major maintenance of a highway or
right-of-way, and cover administrative costs for authorized projects, pay costs of issuing the
bonds, or make a payment due under a credit agreement.

Proceeds from the sale of general obligation bonds must be appropriated by the Legidature. The
TTC may enter into credit agreements relating to the bonds. Bond issuances may not exceed the
total authorized in the Texas Constitution and must mature no later than 30 years after issuance.
Bonds and related records must be submitted to the attorney general for approval. House Bill 1
also amended provisions in TXDOT Rider 60 in Senate Bill 1, the general appropriations act for
fiscal 2010-11, to appropriate $2 billion in Proposition 12 general-obligation bond proceeds for
highway projects and $100 million for debt service on the bonds. It also amended provisionsin
Senate Bill 1 directing $1 billion in general obligation bond proceeds to be used to capitalize the
State Infrastructure Bank by specifying that money in the bank for loans to public entities may
not be used for the purpose of converting a non-tolled road or highway to a tolled road or
highway. The bill aso revised current law allowing a local toll project entity and TxDOT to
issue bonds and enter into credit agreements to pay any costs associated with certain toll road
projects. The bill extends the maximum duration of bonds issued for these purposes from 30
years to 40 years™.

Comprehensive Development Agreements: Special Purpose Authority

The following information in this section was written testimony of Mr. Amadeo Saenz Jr., P.E.,
Executive Director, TxDOT, and submitted before the Texas Senate Committee on
Transportation and Homeland Security on October 13, 2010.

Traditional transportation funding methods in Texas have left a large gap between what is
available and what is necessary to address the transportation challenges our citizens face.
Previous legislatures have enacted laws that provide opportunities for the Texas Department of
Transportation (TxDOT) to fill that gap, and department staff have been diligent in pursuing
these options since their availability to address our goals of reducing congestion, enhancing
safety, expanding economic opportunity, improving air quality, and increasing the value of our
transportation assets. These alternative project development and financing methods run the
gamut from bonds, pass through financing and federal stimulus funds, to publicly and privately
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financed toll facilities through the use of Comprehensive Development Agreements (CDAS).

Partnering with the private sector using CDAS has greatly expedited project delivery for critical
elements of our transportation system. It has also alowed for the investment of approximately
$3.5 hillion in state/federal funds to leverage more than $10 billion worth of long-term
transportation improvements over the past eight years. General CDA authority for TxDOT and
Regional Mobility Authorities (RMAS) expired August 31, 2009. Limited specia purpose CDA
authority for specifically exempted projects and toll projects that are not financed by a private
entity, such as design-build projects, for those same entities will expire on August 31, 2011. As
such, the committee is being charged with examining the public policy implications of CDAS,
including whether they should be reauthorized to construct specific roadways. The following
testimony reviews the history of CDAS, the potential role they can play in addressing the future
needs of the State, and which projects could utilize this option.

The History

The earliest version of the CDA was referred to as an Exclusive Development Agreement, as
outlined in HB 749 from the 72nd Regular Legidative Session in 1991. Statutory language
adlowed the then-Texas Turnpike Authority to develop projects through public/private
partnerships, including other toll road corporations. The Authority was given “broad latitude” in
negotiating the terms and conditions for these agreements. In 1997 the Texas Turnpike
Authority was transferred to TxDOT, along with its enabling statutes. The authority to enter into
Exclusive Development Agreements had not been used at the time of the transfer. Legislation
passed during the 77t Legidative Session in 2001 (SB 342) created Regiona Mobility
Authorities and allowed for increased ability to utilize such agreements.

Governor Perry realized several years ago that the demand for transportation infrastructure is so
great the private sector would see it makes good business sense to participate in the process of
responding to this ever-increasing demand, possibly through financing a project, building a
project, operating a project, maintaining a project, or any combination of these. In January 2002
he proposed the Trans-Texas Corridor concept that could include facilities for cars, trucks,
passenger rail, freight rail, utility transmission, and connections for intermodal freight. Later that
year, TXDOT received an unsolicited proposal to develop the IH-35 component of the Trans
Texas Corridor, confirming the private sector’s interest in addressing our State's transportation
needs. In 2003, the Texas Legidature authorized several new tools the Transportation
Commission and the department needed to fully realize the benefits of private sector
participation and that provided the authority needed to fully develop the multimodal facilities
that are to make up the Trans-Texas Corridor. After passage of that legislation, scores of
businesses organized themselves into three teams and made competing proposals to partner with
the State of Texas on TTC-35. By injecting market forces into the process of planning
infrastructure, TXDOT provided a means of ensuring that private financing is made available for
the development of facilities needed to respond to transportation demand when needed, allowing
traditional highway funding to remain intact and providing drivers with more choices that ensure
safer, morereliable travel.

CDAs are entered into using a procurement process that allows TxDOT to select the proposal
that provides the best value to the State. CDAs are agreements that provide for the design and
construction, rehabilitation, expansion, or improvement of a transportation project as outlined in
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Transportation Code 8223.201-209, and may also provide for the financing, acquisition,
maintenance, or operation of such a project. During the 80th Legisative Session (SB 792),
Transportation Code 8§ 223.210 was added providing a moratorium on the use of CDAs with
some exemptions. This law aso changed the expiration date of the general authority for TXDOT
and RMAs to enter into a CDA to August 31, 2009, except for the exemptions discussed
previously. The bill also authorized the use of the CDA project delivery method by County Toll
Road Authorities and Regional Tollway Authorities.

The Process

CDA proposals are selected based on a measure of who offers the best long-term value for the
state, not necessarily on the lowest initial bid as required for traditional construction contracts
under Transportation Code Chapter 223, Subchapter A. Chapter 223, Subchapter E allows us to
consider more than just price when awarding a contact. We can look at design innovation,
timelines, quality, and experience in addition to price. CDAs may be used for projects that
include both tolled and non-tolled elements, projects in which the private entity has an interest,
and projects that are financed wholly or partly with federal sources such as private activity bonds
or loans under the Transportation Infrastructure Finance and Innovation Act (TIFIA).

Negotiations are allowed with the private entity whose proposal offers the apparent best value.
Greater negotiating authority ensures that the public entity receives the best value. In contracts
in which the private entity will design and build, but not finance the project, TxDOT is allowed
to pre-qualify a private entity to submit a detailed proposal to provide services. This shortens the
process and makes it easier to narrow down candidates to those most highly qualified for that
project.

The law requires a private entity entering into a CDA to provide performance and payment
bonds or alternative forms of security in an amount sufficient to protect the department and the
payment bond beneficiaries. TXDOT can only enter into a CDA with a private equity investor if
the project is identified in the Unified Transportation Program or is located on a transportation
corridor identified in the statewide transportation plan. A limited waiver of sovereign immunity
is provided to give greater financial protection to developers under a CDA. Certain obligations of
the commission or the department may be enforced by mandamus. This alows the state to obtain
greater value from the private participant for the rights granted under the CDA, e.g., a greater
amount of concession fees and revenue sharing. The length of a concession term may not be
longer than 52 years. Prior to SB 792, projects not on the Trans-Texas Corridor could have term
lengths of up to 70 years, but all agreements allowing the private participant to collect tolls for
the use of atoll project are now limited to 52 years. If the department enters into an agreement
with a private entity that includes the collection of tolls by that entity, the department must
approve the methodology for setting tolls, increases to tolls, plans to collect tolls including any
amounts to be charged as a penalty for late payment of atoll, and any change to the approved
methodology.

The Implications

Looking to public private partnerships does come along with its own set of controversies, and
several concerns have been brought up in recent years by both elected officials and the public.
Following are some issues that have been raised:
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Non-Compete Clauses

Essentially these clauses recognize the fact that projects developed now and in the future could
have an effect on the revenue brought in by a nearby toll road, but development and
improvements to other roadways will continue to occur regardless. The state and the developer
can agree to an exempt list of projects that will be alowed to be built without required
compensation. The non-compete clause does not prevent any nearby projects from being built
regardlessif they are listed within the contract or not. The clause merely sets forth a requirement
that if a non-exempt project is built that negatively affects a project then compensation will be
made. For instance, if a non-exempt project within the zone has a positive impact on toll
revenue, the positive value will be "banked" or credited to the state. If a project has an adverse
impact on toll revenue, the impact will be offset by any positive value banked by the state. Over
time, if the adverse value exceeds any banked amount, the developer may make a claim for
compensation. However, the developer bears the burden of proving its claim. Transportation
Code Chapter 371, Subchapter C provides several protections when entering into a CDA. The
law provides the agreement shall not prohibit the construction, reconstruction, expansion,
rehabilitation, operation or maintenance of a highway or transportation project. For example, any
needed safety improvements or projects within the state transportation plans are allowed under
CDAs without the need for the state to provide compensation for lost toll revenue. There are
those that would like to prevent the use of non-compete clauses because they feel it will prevent
improvements from being made to nearby facilities, thereby increasing the attractiveness of
using the toll road. The fact of the matter is that TXDOT is in the business of providing
transportation services to this state and is committed to the continued maintenance and
rehabilitation of existing infrastructure. The non-compete clause is a standard business
agreement used around the world and does not prevent maintenance or new capacity from being
built near atoll road.

Toll Rates

It's not an alien concept to Americans that market forces determine the prices of most goods and
services. But people are not used to the idea of market forces determining the cost of goods and
services that are traditionally provided by government. State law provides protections as well
with language included in HB 2702 from the 79 Legislative Session stating that all tolling
entities must address toll rate methodology when entering into a CDA. If an agreement is entered
into with a private entity that includes the collection of tolls by that entity, TXDOT or the other
public tolling entity must approve a methodology for the setting of tolls, increases to tolls, plans
to collect tolls including penalties, and any change to the approved methodology. For example,
when the CDA process was ongoing for SH 121 in Denton and Collin Counties (prior to
awarding the contract to NTTA), local officials were allowed to recommend the initial toll rates
and the maximum allowable increases, which recommendations were approved by the
Transportation Commission. While the market may be able to bear higher rates, the developer
was limited to charging reasonable toll rates as determined by the region and local leaders.

Length of Agreements and Buyback Provisions

One of the most significant aspects of a CDA is the length of the agreement. There will be some
who are concerned that the state will “give away the farm” when we structure the agreements
and that nothing can be done about it for 50 years or more. Simply put, private developers will be
investing vast sums of money and it will take time to recoup such an investment. It is aso
important that the state be alowed to buy out a developer. Authorizing buyouts in statute will
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alay the fears that the state will negotiate a poor deal for drivers and be held to it for severa
decades. Under Transportation Code 371, Subchapter C, the state has the ability to issue bonds
for the purpose of buying back a CDA.

SB 792 — Various CDA-Related Provisions

Staff of the Legidative Study Committee on Private Participation in Toll Projects requested
updates on any provisions related to SB 792 which may not have been discussed otherwise.
Following are some articles and provisions which include various components of the CDA
process. Prior to the 80th Legislative Session, the department was required to provide stipends to
unsuccessful proposers for CDA projects. This stipend provides an incentive to private firms to
participate in the process, thereby increasing competition as well as leading to better proposals.
Article 2 of SB 792 provides that the payment of a stipend is now be permissive as opposed to
mandatory. The Transportation Commission has approved stipend payments under the revised
law and is currently in the process of implementing rules on the matter.

In relation to CDA payments, Article 6 provides that all payments, refinancing dividends, and
any other revenue received under such an agreement must be allocated to the TxDOT district
within the MPO boundaries in which the project that is the subject of the CDA is located. These
funds will be distributed based on the percentage of toll revenue from users from each district of
the project and can only be spent on transportation and air quality projectsin the region.

Under Article 11, TxDOT, Regiona Tollway Authorities, Regional Mobility Authorities and
County Toll Road Authorities must have all CDAs reviewed by the Attorney General for legal
sufficiency, and the Legidative Budget Board must be supplied with the short list of proposers
within ten days after selection. It also requires a financia forecast and a traffic and revenue
report for the project be provided to the LBB and the Comptroller respectively before the CDA is
entered into. In terms of competing facilities, an 8-mile wide compensation zone from the
centerline of the project was established to be included in CDA terms, meaning improvements
within this zone affecting the revenues of the toll road will result in compensation to the
contractor unless the improvements are in a transportation plan, or related to safety projects, air
quality projects, or preservation projects. This aso appliesto facility agreements.

Market Valuation

A process established in SB 792 requires all proposed toll projects eligible within the boundaries
of a loca tolling entity to go through what is called the Market Valuation process. The
department has identified eight such toll viable projects around the state and we are currently
working with local entities to implement this process’’. Once a project is identified, the local
tolling entity and TxDOT must agree on terms and conditions for the devel opment, construction,
and operation of the toll project. This includes the initia toll rate and the toll rate escalation
methodology. Once these terms are settled, the tolling entity and TXDOT must agree on an entity
to perform the actual market valuation. The market valuator will use the agreed upon terms and
conditions and other information agreed on by TxDOT and the local tolling entity, such as the
traffic and revenue study, project scope, market research, and estimate project costs, to determine
the project’s value. During the process, there is one main point of contact with both the
department and the tolling entity during negotiations and all negotiations are open to the public
and recorded.

Upon completion of the market valuation, the tolling entity and TxDOT will have 90 days to
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review and agree to the market valuation. The local tolling entity is then given six months to
exercise the first option to develop the project. After that option is exercised, the local tolling
entity has two years after the date on which all environmental requirements necessary for the
development of the toll project are secured and all legal challenges to development are concluded
to enter into a construction contract. The local tolling entity must also commit to providing the
value of the project as determined in the market valuation. This can be done by making a
payment into a toll project sub-account in the State Highway Fund in an amount equal to the
value of the project, or making a commitment to construct, within the period agreed to by the
local toll project entity and the department, additional transportation projects in the region in
which the toll project is located with estimated construction costs equal to the market valuation
of the toll project. Funds paid into a sub-account may only be used by the department to finance
the construction of additional transportation and air quality projects in the region. Or, in the case
of a payment by a county, for transportation projects located in the county and the counties
contiguous to that county.

If the local tolling entity is a Regional Mobility Authority, or RMA, they have the option to
commit to use all surplus revenue from the toll project for the purposes for which surplus
revenue may be used by an RMA under Section 370.174(b) of the Transportation Code,
including constructing other transportation projects (to include RMA, TxDOT or other
governmental entity projects) in an amount equal to the valuation of the project during a time
period to be agreed upon by the department and the authority. If any of the above deadlines are
not met by the local tolling entity, then TXxDOT will have two months to make a choice on
whether to develop the project. If the department chooses to develop the project, we will have
two years to enter into a construction contract and commit to providing the financia value of the
project by payment or by construction commitment. If TXDOT elects not to develop the project
or does not meet the deadlines, then the market valuation process may begin again, starting with
the local tolling entity and the department developing revised terms and conditions for the
project. The Transportation Commission identified 87 toll-viable projects which could go
through this process by adopting a Minute Order in June 2007.

SB 792 exempted the following projects from the market valuation process. DFW Connector,
North Tarrant Express, SH 121 (in Denton and Collin Counties), IH 635, LP 1604, President
George Bush Turnpike, Phase 3 and 4 extensions of the Dallas North Tollway, The Lewisville
Lake Bridge, [-69/TTC and TTC-35. In addition, all of the Houston Area projects exempted from
the moratorium discussed earlier under exempted projects are not required to undergo the market
valuation process.

Conclusion

It is a known fact that projected transportation funding levels will not cover the transportation
needs of Texas. Without legidative action, the authority to utilize design-build and all other
types of CDAs will end as of August 31, 2011 for TXDOT and regional mobility authorities.
Without proper funding and the ability to enter into CDAs, fewer projects will have the
opportunity for development with fewer options to procure and deliver them.

Governing Entities

The following information in this section was written testimony of Mr. John Barton, P.E.,
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Assistant Executive Director of Engineering Operations, TXDOT, and submitted before the
Texas Senate Committee on Transportation and Homeland Security on October 13, 2010.

In addition to TxDOT, there are three types of tolling authorities allowable by current statute:
regional toll authorities, such as NTTA (Transportation Code, Chapter 366); county toll
authorities, such as Harris County Toll Road Authority, (Transportation Code, Chapter 284); and
regional mobility authorities (RMAS), such as the Centra Texas RMA, (Transportation Code,
Chapter 370). A full listing of tolling authorities in Texas is listed below, and also includes the
projects that the various authorities have undertaken.

As more tolling authorities have been created over the years, TXDOT has worked to create a
more symbiotic relationship with them to tackle much-needed projects in certain regions. Both
TxDOT and tolling authorities benefit from a strong relationship as each have a mutual goal of
improving infrastructure and increasing mobility options. Although both TxDOT and tolling
authorities have a shared goal, in some respects their goals are obvioudly different. Asthe State’s
department of transportation, TXxDOT is tasked with improving statewide mobility. This requires
a system that provides statewide connectivity to transport people and goods in the most efficient
and safe manner as possible. Additionally, TxDOT is tasked with the maintenance of roadways
(interstate highways, state highways and farm-to-market roads), the rehabilitation of the State's
aging infrastructure, and the preservation of its world-class transportation system.

By design, tolling authorities are focused on a more regional solution to address transportation
needs. Each statutorily created authority has its own unique boundaries and powers that are
clearly defined by law. A brief description of each type of tolling authority is provided below:

Statewide Toll Authorities

Transportation Code, 8362.051 provides that certain governmental entities may not begin
construction of atoll road, toll bridge, or turnpike without the approval of the commission if the
project is to become part of the state highway system®. In order to move forward with the
development of a project, the Texas Turnpike Authority Board must approve the project, submit
it for further approvals to the Transportation Commission, which in turn prepares and issues a
minute order authorizing the project. A minute order sets policy and authorizes an action by the
Texas Transportation Commission and is used any time the Commission is required to make a
decision. The current existing statewide toll authority is Texas Turnpike Authority Division of
TxDOT, whichis overseen by the TTC.

Regional Toll Authorities

The Texas Transportation Commission has the authority to authorize the creation of a Regional
Toll Authority (RTA) unless a proposed county in the authority has a population of greater than
1.5 million. An RTA is a political subdivision formed by two or more counties, acting through
their respective commissioner’s courts. An RTA may be formed if one of the counties has a
population of not less than 300,000, and the counties form a contiguous territory. This
requirement currently limits the creation of RTAs to Bexar, Cameron, Collin, Dallas, Denton, El
Paso, Fort Bend, Harris, Hidalgo, Nueces, Tarrant, Travis and their adjoining counties. Unless
one of the counties has a population of 1.5 million, the Commission must approve the creation of
an RTA. The governing body of an RTA consists of a Board of Directors, appointed by the
commissioners courts of each member county. The governor also appoints one director.
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Numerous powers and duties associated with the study, evaluation, design, acquisition,
construction, maintenance, repair and operation of turnpike projects. Within a county that is a
part of the authority or in a county in which the authority operates or is constructing a turnpike
project if the project in the affected county is a continuation of the project from an adjacent
county. Traditional methods plus comprehensive development agreements (CDAS). A regiona
toll authority may also procure a combination of engineering, design and construction services in
the course of a single procurement provided that any contract awarded results in the best value to
the authority. RTAs are required to use surplus revenues to pay the costs of another turnpike
project or for the study, design, construction, maintenance, repair and operation of a highway or
similar facility that is not a turnpike project, under certain conditions. The North Texas Tollway
Authority isthe only current regional toll authority.

County Toll Road Authorities

A county with a population of 50,000 or more that borders the Gulf of Mexico or an inlet
opening into the Gulf (Cameron, Nueces, Brazoria, Galveston, Jefferson and Orange counties), a
county that has a population of 1.5 million or more or is adjacent to a county that has a
population of 1.5 million or more (Harris, Dallas and adjoining counties) or a county that borders
Mexico (El Paso, Hudspeth, Presidio, Brewster, Terrell, Va Verde, Kinney, Maverick, Webb,
Zapata, Starr, Hidalgo and Cameron counties). These entities are governed by a County
commissioners court or an operating board appointed by the commissioners court. CTAS have
numerous powers and duties associated with constructing, acquiring, improving, operating,
maintaining or pooling projects, including causeways, bridges, tunnels, turnpikes, highways and
ferries. These entities are exclusively located in the county, and outside the county in one or
more counties adjacent to the county. A county may not construct or acquire a project located
outside the county without the consent of the commissioners' court of the other county. CTAs are
able to use traditional methods of project delivery and CDAs. They are aso required to use
surplus funds to pay for the study, design, construction, maintenance, repair or operation of
roads, streets, highways or other related facilities that are not part of a project. Current existing
County Tolling Authorities are: Harris County Toll Authority; Brazoria County Toll Authority;
Chambers County Toll Authority; Collin County Toll Authority; Ft Bend County Toll Authority;
Montgomery County Toll Authority; Waller County Toll Authority.

Regional Mobility Authorities

Chapter 370 of the Texas Transportation Code authorizes the creation of a Regional Mobility
Authority (RMA). An RMA is a political subdivision formed by one or more counties. The
Commission authorizes the creation of an RMA. RMAs are governed by a Board of Directors,
appointed by the commissioners courts of each county in which a transportation project of the
RMA is located. The presiding officer of the board is appointed by the governor. Numerous
powers and duties associated with the study, evaluation, design, acquisition, construction,
maintenance, repair and operation of al modes of transportation projects. RMAs are located
within the county or counties in which it operates and into adjacent counties and potentially into
another state or Mexico, under certain conditions. Member counties do not have to be adjacent to
one another and the service area of an RMA may overlap with that of another RMA. RMAS use
traditional project delivery methods plus limited CDA authority, expires August 31, 2011. An
RMA may also procure a combination of engineering, design and construction services in the
course of a single procurement provided that any contract awarded results is the best value to the
RMA. RMAs are required to use surplus funds to reduce tolls, deposit the surplus revenue in the
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Texas Mobility Fund or spend the surplus revenue on other transportation projects. Current
RMAs include: Alamo RMA Cameron County RMA; Camino Real RMA; Central Texas RMA,;
Grayson County RMA; Hidalgo County RMA; Northeast Texas RMA; Sulphur River RMA.

Committee Action

On March 22, 2010, Chairman Pickett formed a subcommittee to study this charge, in order to
fully develop and thoroughly analyze the complex nature of this charge. As follows, he
appointed the Honorable Representative Jm Dunnam to serve as Chairman. Under his
leadership, he said, "Our goal will be to provide transparency in how toll roads are being funded,
and what the real options are for assuring a top transportation network for our state in the
future"®. The following House Committee on Transportation Members served on the
Subcommittee on Toll Roads: Representatives Yvonne Davis, Ruth McClendon, Todd Smith,
and Wayne Smith.

Chairman Dunnam sent a letter to the Texas Department of Transportation on April 19, 2010 a
copy of which can be found in Appendix B. In the letter he states that, "[The] goal for the
subcommittee is to provide a transparent overview of the various funding mechanisms used to
build and lease toll roads and to examine, among other things, the legal authority that the
Department of Transportation and project participants believe authorizes each type of toll road
development and operation and additional options for funding future transportation projects in
Texas'™ . To begin the subcommittee's work, Chairman Dunnam stated he "would like to
examine several toll projects that are representative of the different approaches to both tolling
roads and the construction and operation of those roads."

Aseach project is unique and different to some degree, whether it is the details of the individual
contracts, the different revenue streams used to fund the project, or how the project changed
from its initial conception to final completion or current redlity. For example, "it is my
understanding that the Camino Columbia Toll Road began as a private toll road that entered
foreclosure and was ultimately repurchased by the State. | am certain there are other examples
the Department and its public and private project participants are aware of that would aid the
subcommittee's study of tolling practices'™".

In his letter, Chairman Dunnam requested the Department to provide the Subcommittee with a
suggested list of examples of every single toll project (anything that is a toll road or has toll-
related parts including managed lanes, interchange connectors, etc.) to be studied by the
subcommittee that will allow the Members to develop an in-depth understanding of all historical,
current, and future options for toll roads in Texas. This would include examples of all the
different variables that influenced the initial, interim, and final configuration of all identified
projects. If there is another governmental or private entity who you believe has information
related to this study, he also asked that they please identify them. (See the "Governing Entities"
section of this report, also see the Appendix B for the list referenced above)

In addition, he requested for the Department to suggest toll project that addresses each of the
relevant variables involved in tolling and toll finance in Texas and state what those relevant
variables are clearly in a separate column next to the project’s name. The types of information
the sub-committee would like to know are: whether there is private financing involved; whether
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thereisa TIFIA loan involved; whether the state’s gas tax or state bonds have been used and in
what manner, etc. Based on the Department's project suggestions and my list above, | would like
you to prepare a comprehensive chart of all the various mechanisms that have been used to create
toll roads. (See Appendix B)

Furthermore, he requested that for each toll project the department lists, please identify the
specific legal authority that enables the Department and all other project participants to enter into
a specific kind of toll road project. He asked that they describe this clearly in a separate column
next to the project’s name with a specific cite to each relevant section of the Texas Constitution,
Federal or state law or regulation, or other source of law. Similarly, in a separate column, please
describe any conflicting or ambiguous authorities, whether constitutional, statutory, regulatory,
or otherwise, that may cause the public to feel that some toll road projects are, in fact, either
unconstitutional or entered into extra-legally. Lastly, in a third column that addresses lega
implications of toll roads in Texas, please describe in detail any related legidative changes that
occurred in reaction to or soon after each project was initiated or completed.

Finally, for each toll project the department lists, he asked that they outline the important details
of the contract stipulations. For example, please list whether or not the contract contains
compensation clauses, non-compete clauses, the specific duration of the contract, etc. Please do
so clearly in a separate column. In a separate column, please aso clearly state the status of each
project.

Committee Hearings

The House Committee on Transportation, Subcommittee on Toll Roads met in a public hearing
on June 9, 2010. Those invited to testify were John Barton, Assistant Executive Director for
Engineering Operations, TXxDOT; Mark Tomlinson, Director, Turnpike Division, TTA; Ed
Pensock, Director of Corridor System, TTA; and John Wight, Office of General Council,
TxDOT. This hearing was convened to determine how toll roads were organized and financed in
a manner that was easily understandable. The Chairman was aso interested in discussing
specific projects such as Interstate 130, the North Dallas Tollway and Highway 130.

First, the members of the panel gave a brief summary of the financing and development of State
Highway 550, its purchase for $20 million by TxDOT and the private revenue bonds that
financed the project. Next, the Centra Texas Turnpike System, including Interstate 45 and
Highway 130, was discussed including the change of the project from an "exclusive development
agreement” to a "comprehensive development agreement”. This led to a discussion by the panel
and Subcommittee regarding statutory authority. Next, the Subcommittee discerned the
difference between "design build" and "design bid build", and how the former is quicker, but
requires more upfront costs. Finally, toll road collections and profits were discussed by the
Subcommittee and panel.

The House Committee on Transportation, Subcommittee on Tolls Roads, met in a second public
hearing for a round table discussion on September 2, 2010 to hear invited testimony from the
following people: John Barton, Assistant Executive Director for Engineering Operations,
TxDOT; Mark Tomlinson, Director, Turnpike Division, Texas Turnpike Authority, TXxDOT;
Victor Vandergriff, Chairman, North Texas Toll Authority (NTTA); James Hernandez, Bond
Counsel, Harris County Toll Authority.
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John Barton, Assistant Executive Director for Engineering Operations for TxDOT, and Mark
Tomlinson, Director of Turnpike Division for TxDOT, discussed the different aspects of SH130
and other various toll roads with the Members. Responding to Chairman Dunnam, Mr.
Tomlinson said SH130 is "consistently above" grossrevenue projections. However, Mr.
Tomlinson said SH130's capacity is"underutilized,” and Mr. Barton said toll roads were
originally designed to alleviate capacity in the metro areas. Whether or not that goal has actually
been achieved was discussed.

A participant in the roundtable told of Williamson County's history with toll roads, stating they
mitigate congestion. Rep. Pickett inquired into the pricing structure of the various segments of
SH130 and wastold it "should be similar.”

Mr. Barton said SH130 had $77 million in toll revenue and $51 million in operating costs in
2009. The roundtable engaged in wide ranging discussion of how economically feasible it was if
the operating and maintenance costs exceed or comparable to the revenue generated.

Victor Vandergriff, Chairman of the North Texas Toll Authority (NTTA), said toll roads are the
"only option" for the highway needs of the Metroplex. He said a 2 lane toll road in Johnson
County will cost over $1 billion, which led Rep. Pickett into a discussion of TXDOT's revenue
and gas taxes. In response to Rep. Todd Smith, Mr. Vandergriff said NTTA had $310 million in
revenue with operating costs of $91 million and $15 million in maintenance costs. Mr.
Vandergriff said its debt service for 2009 was $150 million. The roundtable further discussed
costs and revenue.

James Hernandez, Bond Counsel for the Harris County Toll Authority, and the roundtable
continued to discuss revenue, costs, taxes, political decisions and HOV |anes.

Discussion

Project Planning and Development

There are a variety of ways that transportation projects can be identified. Many projects
involving improvements to existing state-owned highways are generally identified by TxDOT’s
districts and divisions. The projects may be identified through corridor studies, needs
assessments, or other analysis techniques. Projects can also be identified by government
officias, the public, Metropolitan Planning Organizations (MPO) or regional transportation
planning committees. Obtaining funds for projects is an ongoing process. Each project goes
through three funding authorization stages. planning, development and construction. Since
projects are authorized in multiple stages, a project will first receive approval for its planning
phase. Next is approval for the development stage. Once development is complete, the project
must go through the final and most difficult approval process to receive funding for construction.

45



Planning

Concept and need
identification
Corridor studies
Early funding
identification
Project selection
Inclusion in state
and local
transportation plans

Public- Design and Construction

Private e Final design
Partnership e Right-of-way
acquisition
e Actud

construction

Design/Build
or Concession
Contract
Procurement

<G

Development
e Environmental

anaysis

Public involvement
Preliminary design
Toll feasibility
Final funding
identification

Final Design
&
Right-of-way
acquisition
k
Construction
e Bidding
e Contract award
. ' e Actua
Design- construction
Bid-
Build

46



Various funding options that are available include: Motor fuel tax revenues (state and federal),
Debt financing; Pass through financing; Toll equity (toll revenue bonds); Vehicle registration
fees; Local and regional governmental participation; Public-private partnerships.

How a Need is Identified

Every project starts with an idea or need. The impetus for a project can come from any number
of sources at the community, state or federal level. Once a need has been identified, project
supporters usually approach TxDOT’s local district office or their local Metropolitan Planning
Organization (MPO). Loca authorities are especially familiar with the unique demands of their
area and with the needs of the people who live there.

Building a Successful Financial Plan

Building a financial plan is an iterative process that continues throughout the planning and
development phases. Early in the planning process, a preliminary cost estimate of likely
solutions to the transportation need is developed. From these estimates, a funding strategy for
the suggested project is devised. The availability of funding is a maor factor in determining
whether a project is authorized to proceed. Many projects are funded through a combination of
resources. The determination of funding sources is investigated and included as part of the
environmental review process.

Planning Begins

Once a proposal is supported at the TxDOT district level or by an MPO, it competes with similar
projects for funding. Project selection authority rests with TXxDOT and local officials. Because
projects are often funded through a combination of funding categories at a variety of authority
levels, funding can be a complex task. Each year, TxDOT funds projects through a
comprehensive plan called the Unified Transportation Program (UTP). With the UTP, the Texas
Transportation Commission establishes the criteria and standards for different kinds of projects.

Project Development

Building a highway, bridge or other major transportation improvement is a complex, long-term
process that involves the participation of both transportation professionals and the public. Local
priorities, determined by the communities, are given high weight and consideration as projects
move through the TxDOT selection process. Public involvement is a critical part of the
development process. Transportation planning, design and right of way acquisition are all
primarily accomplished locally by TxDOT districts working with city and local officials. During
this process, numerous public hearings and meetings give citizens many opportunities to offer
input and be involved in the decision-making process.

Depending on a project’s size and scope, project development can take as little as a few months
to as long as several years. Once authorized by the commission, a project goes through an in-
depth development phase that may include advanced planning, environmental planning and
documentation, and preliminary engineering.

In line with federal statutes and regulations, TxDOT has linked the planning and environmental

processes in order to streamline the delivery of projects in a more timely fashion. This figure
depicts how the planning and environmental review and clearance processes are linked.
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The inner portion of the circle depicts al of the efforts that must be addressed in the planning
area, while the outer portion of the circle depicts al of the elements that are required to be
addressed in the environmental process in order to clear a project for design and construction.

When planning and development processes are completed, the project then proceeds to contract
bidding so it can be built. The commission makes the final decision authorizing construction
funding, based on the availability of funds and local priorities.

During the early planning stage, if it appears that the funding available from other sources (i.e.,
Fund 6, local funds, etc.) will not be adequate for the desired project, then the project can be
considered as a candidate for tolling. During the development and environmental analysis stage,
if itis confirmed that funding is inadequate, then toll feasibility studies will be performed.

There are several engineering and financia related factors that must be considered when
deciding to develop a project as atoll road. First, engineers must determine whether there will
be enough traffic using the facility over time to support the costs of developing the toll road.
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Next, they must determine if there are existing or planned non-toll routes that drivers may choose
to use instead of the planned toll facility. Finaly, the economic strength of the local economy
must be evaluated, and how susceptible it may be to changes such as: an economic downturn,
changes in the ability of users to pay tolls, how many industries make up the employers in the
local region and the current and future projected mix of passenger vehicles and trucks, and what
toll rates users might be willing to pay. In addition, an MPO must include any potentia toll
project as atolled facility in its long range plan. Finally, the Texas Transportation Commission
makes the final determination if a project will be tolled or not. This typically takes place during
the project development phase.

Phase in which Procurement Takes Place
The project delivery method is chosen during the development stage based on the needs and

scope of the project. Project procurement takes place in the development stage. Project delivery
methods include the following:

Design-Bid- Design-Build Concession
Build
Greater Public Responsibility Greater Private Responsibility

T~ _—

Design — Bid — Build Projects

With design-bid-build contracts, owners fund, design and request bids for a project. A private
contractor then constructs the project according to the owner’s design. Procurement for design-
bid-build projects occurs after the design work is compl eted.

Design — Build Projects

With design-build procurements, owners execute a single, fixed price contract for both the
design and construction of the project. ~ The owner funds all costs for the design and
construction.

Concession Projects
With a concession approach, the responsibilities for designing, building, financing and operating
the project are bundled together in one contract and transferred to the private sector partners.

Procurement for design-build and concession projects occurs after the preliminary design and
environmental analysis of the project is completed by the state.
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Partnersfor toll projects are selected in either the traditional design-bid-build process, orina
four-step process using the design-build or concession delivery process.

In the traditional design — bid — build procurement process, TXDOT may select a project design
engineer through qualifications-based open procurements or design the work ourselves. Once
the entire project design is completed, TXDOT will advertise the design and bid documents and
select a contractor through an open procurement low-bid process.

For design-build and concession contracts, TXDOT uses an alternative procurement process that
includes the following four phases. First, TXDOT publishes a Request for Qualifications to
allow private bidders to express interest in the project and provide information to allow TxDOT
to evaluate the potential bidders and develop a short-list of the most qualified firms. Next,
TxDOT issues a Request for Proposals (RFP) to the short-listed firms. The RFP includes specific
instructions for the preparation of the proposal, and the comprehensive development agreement
for the project. Then, proposals are prepared by the short-listed firms and submitted to TxDOT.
Proposals contain both technical and financial plans, as well as a proposed project schedule.
TxDOT evaluates each proposal independently based on the submitted price, schedule, and
quality against predetermined criteria. Finally, TXDOT chooses the proposal that offers the
overall best value to the state. Approva of the selection by the Transportation Commission is
required before contract negotiations begin. The Federal Highway Administration oversees the
entire procurement, evaluation and selection process. Additional oversight includes the
Legidative Budget Board approval of the final contract, the Office of the Attorney General
review for legal sufficiency, and the State Comptroller approval of any traffic and revenue
forecasts.

Traffic and revenue studies are performed throughout the planning and development stages. In
the planning stage of a candidate toll project, a preliminary, or Level 1 traffic and revenue study
is used to evaluate the project’s revenue potential and toll feasibility. If a project’s revenue
potential identified in the planning phase warrants further investigation, a more detailed Level 2
study is conducted during the project development phase. A Level 2 traffic and revenue study
will further determine a project’s revenue potential by evaluating detailed data and advanced
modeling on the proposed corridors. Level 2 data collection can include detailed demographic
forecasts; origin and destination studies to identify specific travel patterns; surveys to determine
if travelers in the region would use the toll road; economic analysis including employment and
salary analysis; and an estimate of the drivers perception of the value of their time. With this
additional level of analysis, a candidate toll project’s revenue forecast is further refined by the
supporting data and modeling efforts. A Leve 3 traffic and revenue study, also known as an
investment grade study, is used for evaluating a project as a potential investment using public
sector bonds. Further modeling and refinement of the previously conducted Level 2 study is
performed. Level 2 or 3 traffic and revenue studies are used to make the final decision on
whether or not to proceed with the toll project at the midpoint of the project development phase.
If the decision to proceed is made, final project development continues until the project is ready
to proceed to procurement.

The bond rating process for toll road revenue bonds is a critical milestone in the financing of toll
road projects. The ability to achieve an investment grade rating for the majority of the project
debt is crucial for the financia feasibility of the project.
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The purpose of a bond rating is twofold: first, to provide investors with an independent
assessment of the credit risk of the bond, and also to provide a comparable measure of an issuer’s
ability and willingness to repay debt in a full and timely manner. The rating process begins
when the issuer makes a formal request to the rating agencies for a bond rating (typically ratings
are requested from at least two of the three nationally recognized rating agencies). The
application is followed by providing the agencies with all the project and financing documents,
often times including a site visit and aformal presentation about the project by key project staff,
governing officials, and consultants. The balance of the process isinternal to the rating agencies
and typicaly involves a review by a team of analysts who make a presentation and rating
recommendation to an internal rating committee. The rating committee approves the rating,
which is then published via aformalized bond rating report.

For revenue bonds in general, rating agencies focus on four broad categories of analytical focus:
governance and management, operational profile, debt profile, and financial profile. Within
these categories special attention is paid to the following : Traffic Demand, Project Competition,
Project Management, Project Operations, Project Feasibility Study, Legal Provisions, Financial
Projections, Debt Structure, Sensitivity Analysis, and for Public Private Partnerships — evaluation
of debt and equity considerations.

Governance and Management

Assessments involve developing an understanding of the governing body’s mission, strategy,
structure, composition, knowledge of industry issues, performance standards, and interaction
with management. Management’s track record in implementing the governing body’s policies
and providing capable day-to-day management is also examined.

Operating Profile

Operating profiles are measured in a variety of ways depending on the sector, but generally
include investigating business strategy, operational effectiveness, environmental factors, and
capital and management processes. For toll roads this involves traffic demand, project
competition, traffic and revenue forecasts, and feasibility studies.

Debt Profile

Key areas of focus are on the purpose of a planned financing, the total amount of debt
outstanding, and the structure of the debt. Additionally, legal provisions such as security
provisions, rate covenants, events of default, reserve requirements, and additional bond tests are
important factors.

Financial Profile
Analysis includes a quantitative assessment of operating performance, liquidity, debt load, and
historical trendsin performance metrics. Peer comparisons are also a component of the analysis

Contact Term Negotiations and Risk Management
As each project is different, contract terms are modified to address the project specific
requirements. Initially, the project agreement is based upon TxDOT’s standard business terms

for the type of project being developed. Included in these terms is the base case for the
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assignment of risks, such as responsibilities for handling hazardous materials, utility relocations,
and right-of-way acquisition. During the development of the RFP, industry review is
accomplished through one-on-one meetings between TXDOT and the proposer teams involved in
procurement. During this review, comments from the proposers are received and project specific
business terms and technical requirements are further refined and finalized. Risk is assigned to
the party (the State or private sector) best equipped to manage that risk. Following industry
review, the assignment of responsibility for specific risks is finalized in the final version of the
RFP. The final contract will contain an assignment of risks between TxDOT and the selected
developer

Conclusion

While the Subcommittee studied extensively the practices and procedures used in development
of toll roads, there are still areas in which further review could greatly improve the process in
which these projects operate. First, determine the criteria used by TxDOT and other entitiesin
deciding which revenue method should be used. The Legislature should consider legidation to
standardize this process and hold decision-makers accountable to the public for project failures
and cost inefficiencies incurred during the development, construction, and maintenance of toll
roads. Second, the Legislature should continue to study the different methods of financing toll
road projects. It should determine if and when private capital is necessary and efficient over state
dollars and how the state benefits from the use of public-private partnerships. Next, the
Legidature should continue to study the cost of collection on unpaid tolls by the Texas
Department of Transportation and other agencies and determine whether the costs incurred by
the collections process outweigh revenue generation. Finaly, the Legidature should consider
legidlation to standardize the practices of these authorities and clarify which authority has first
option when there are multiple local toll project entities with the same geographic region.
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Recommendations

The House Committee on Transportation recommends the 82nd L egislature to:

1.

Consider reauthorizing the authority of TXDOT and local toll authorities to enter into
Comprehensive Development Agreements on specific road projects that: can begin within
two years from the effective date of the legidation, are supported by the State and the
local transportation planning organization, and where the provider is determined by the
MPO with input from TXxDOT and local toll authorities.

Consider requiring potential Comprehensive Development Agreement proposals to
include limited non-compete clauses, mutually acceptable tolling policies and rate
structures, concession terms not to exceed 40 years, and a mutually acceptable defined
buyback price for the facility.

Consider further studying the role of private sector funding as a backstop or revolving
fund for system-level public-private partnerships.

Consider allowing the MPO or RMA, where applicable, clarify which governmental
entity has the first right of refusal to construct a project when multiple entities within the
same geographic region have the authority to construct, operate, and maintain tolled
projects.

Continue to study the cost of unpaid tolls by all toll authorities in Texas to ensure that all
toll authorities have fair, accurate, and timely collection practices in accordance with
state law.
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Charge 4

Review federal, state, and local programs to promote traffic light signalization,
improve traffic flow, and reduce congestion.



On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Review of federal, state, and local programs to promote traffic light signalization, improve traffic
flow, and reduce congestion.

Background

In 2007 the National Transportation Operations Coalition graded the nation's traffic signa
operations with a D (poor) letter grade®. This letter grade was marginal improvement from the
2005 report card, which graded the nation's traffic signal operations with a D minus. The 2007
letter grade was based on a self-assessment received from 417 state and local transportation
agencies, representing approximately 45 percent of all traffic signals in the United States>
NTOC's findings in its 2007 report card corroborate with a broader estimate by the US
Department of Transportation: 75 percent of the 330,000-plus traffic signals in the United States
could be made to operate more efficiently®. These improvements could be made through
adjusting signals timing plans, coordinating adjacent signals, or updating equipment. In the
absence of properly maintained and coordinated traffic signal systems, communities suffer from
a host of congestion-related ailments. Properly maintained signal systems yield significant
benefits to communities that invest in them.

Problems of Poor Signal Timing

Improperly timed traffic signals contribute to severa problems on Texas roadways. Lack of
proper signal timing or coordination limits mobility, and increases traffic congestion. The US
Department of Transportation estimates that poor traffic signal timing accounts for ten percent of
the traffic delay on major roadways in the United States™. These delays, in turn, create more
problems. Motorists waste productive time waiting in traffic and idling vehicles generate
emissions, harming air quality. Further, waiting vehicles consume gasoline, costing motorists
more at the gas pump while depleting the nation's fuel supplies. Public works departments pay
as well, asincreased congestion causes greater wear and tear on roadway pavement, contributing

to higher maintenance and repair expenses™.

In some instances, poorly timed signals may create a safety hazard. Stop and go traffic
commonly associated with ill-timed signals increases the incidence of rear-end motor vehicle
collisons.  Motorists wishing to avoid clogged arterials may cut through residential
neighborhoods, increasing residential congestion while presenting a risk to pedestrians in those
areas. Some drivers may deliberately ignore signal instructions and run the red light, creating a
safety hazard for on-coming traffic®’. Moreover, and perhaps more commonly experienced, bad
signal timing contributes to motorist frustration, prompting some to exhibit unfortunate "road

rage."

55



Benefits of Signal Timing

Synchronized traffic signal timing presents advantages for traffic planning jurisdictions. First,
traffic signal retiming serves as a cost-effective method for improving traffic movement and
making streets safer™. Studies indicate that optimizing signal timing to lessen congestion and
improve traffic flow costs between $2,500 and $3,100 per signal, per update.™ Research

findings from the Texas Traffic Light
Signalization (TLS) Programs underscore that
signal re-timing presents clear benefitsto
those jurisdictions that invest in re-timing
their signals. The text box, Texas Traffic
Light Synchronization (TLS) Grant Programs,
explains the history of these programsin
greater detail®®. Thefirst TLS Grant Program
found that for every dollar spent on
improving traffic light synchronization,
resulted in a $62 savings to motoristsin
reduced stops, delay, and fuel consumption®.
The second TL S grant program identified a1
to 32 cost to benefit ratio™.

Other studies corroborate the TLS grant
programs findings that investing in improved

Texas Traffic Light Synchronization (TLS) Grant
Programs
The Texas Department of Transportation administered
two Traffic Light Synchronization (TLS) Programs
during the early 1990's. These programs allocated
grants to municipalities through the state for the
optimization of traffic signal timing plans and the
replacement of outdated signal controller equipment.
The funding for these programs came from the Qil
Overcharge funds made available by the Governor's
Energy office. The first grant program, administered
between June 1989 and October 1992, used $7.7
million in state and local funds, resulting in 166
completed projects, with 2,243 signals in 44 cities
being retimed. The second program, operated
between April 1991 and August 1994. TLS II,
resulted in the expenditure of $7.7 million of program

funds and local matches, improving 1,348
intersections in 43 cities.

traffic light synchronization yields positive
public cost to benefit ratios®®. In 1994, the
Federa Highway Administration estimated

that cost of benefit ratio of signa

improvements equals 1 to 40, where every dollar invested in optimizing traffic signal timing
results in $40 returned to the public in time and fuel savings®*. More contemporary studies
indicate similar cost to benefit ratios. A new signal timing program implemented in 2004 by the
City of Nashville, Tennessee found a one-year cost to benefit ratio of 1 to 27, and a three year
ratio of 1 to 81%. Also, in 2004, Oakland County, Michigan, which includes the Detroit
metropolitan area, reported a cost to benefit ratio of over 1 to 50 through the retiming of its
traffic light signals.

Improved traffic light synchronization enhances mobility by increasing speeds and travel times,
and reducing delays. These types of changes allow for vehicle traffic to move more freely and
quicker. In general, basic traffic signa improvements may yield a 12 percent improvement in
vehicle speed or travel time. More advanced traffic signal improvements can increase speeds by
25 percent®. In addition to alowing traffic to move quicker, improved traffic signal
coordination decreases delays and stops. As an example, the Texas Traffic Light
Synchronization Grant programs found that, on average, improving traffic light synchronization
reduced delay by 27.1 percent and reduced the number of vehicle stops by 12.85 percent®. A
traffic light synchronization program recently implemented by the City of Austin in 2007
resulted in a 9.8 percent overall reduction in travel time for all arterials, and a 28 percent
reduction in the number of stops per intersection®. Changes to the City of Plano's management
of its traffic light system reduced the total number of vehicle stops by over 36 million, and cut
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delays by 745,490 hours™.

Better synchronization also leads to less fuel consumption, saving motorists money while
eliminating harmful emissions. Findings from the Texas Traffic Light Synchronization Grant
programs indicate that the signal improvements, financed through the state's grant program,
reduced fuel consumption by 11.3 percent (a total of 50.8 million gallons of petrol). Using
October 2010 average gas prices in Texas ($2.67 per gallon of regular gasoline), these changes
saved Texas motorists $135.6 million™. Reduced gasoline consumption translates into less
vehicle emissions as vehicles spend less time operating on Texas roads. The implementation of
signal retiming programs in the Detroit metropolitan area and in the City of Alpharetta, Georgia,
identified a measurable decrease in carbon monoxide, nitrous oxide, and hydrocarbons™. A
similar program in Syracuse, New York, reduced vehicle emissions and noise pollution by 13
percent’®. In light of these emissions reduction benefits, improved traffic signal synchronization
allows cities a cost-effective way to comply with the Clean Air Act's requirements in
metropolitan areas that must improve their air quality. In particular, traffic light synchronization
programs may assist some Texas cities in non-attainment air quality areas to achieve compliance
with federal regulations.

Causes of Poor Signal Timing

While the benefits of traffic signal synchronization are readily observed and measured, several
impediments exist to the implementation of effective, efficient signal systems. In most cases, the
lack of funding and resources serves as the most immediate barrier to efficient system
implementation. Throughout the Traffic Efficiency Subcommittee's hearing on May 26, 2010,
several witnesses identified lack of funding, or a need for better funding, as a principal barrier to
implementing efficient systems. Some jurisdictions, particularly smaller cities, may lack the
revenues necessary to purchase state-of-the-art signal systems. Asacorollary to this finding, the
cost of installing a new traffic light, particularly ones with the features required for signal
synchronization, is extremely high. As an example, according to a brief prepared by the Texas
Department of Transportation for the Traffic Efficiency Subcommittee, installing a standard,
four-way intersection traffic signal costs between $90,000 and $160,000”. The cost of installing
several new traffic signals within a synchronized system may be prohibitive to those jurisdictions
that lack the necessary funds. Improved timing and better management of signal systems can be
accomplished at afraction of the cost for anew signal.

In some cases, transportation planning jurisdictions have not alocated the personnel or materials
necessary to ensure the continued efficient functioning of their traffic light systems. According
to the National Transportation Operations Coalition's 2007 National Traffic Signal Report Card,
nearly one-third of the systems surveyed had minimal or no management of traffic signal
operations, while nearly one-half did not have the staff, or other resources, necessary to monitor
or manage traffic on a regular basis™. Ideally, signal timing should be evaluated on an annual
basis to determine effectiveness and efficiency. At a minimum, signals should be retimed every
three years, particularly in growing areas™. Despite this rule of practice, many jurisdictions lack
the recourses to achieve compliance. During the Traffic Efficiency Subcommittee hearing,
several witnesses observed that many jurisdictions lack the personnel, or the expertise necessary,
to perform this function. In the absence of qualified, dedicated personnel, some transportation
planning jurisdictions lack the capacity to attain optimal traffic signal operations.
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Another impediment to effective signal planning involves the lack of coordination between
traffic planning jurisdictions along major arterials. Take, for example, a major roadway that
transects three separate jurisdictions located within one county. Although the signals within each
jurisdiction may be appropriately synchronized, lack of signal coordination between jurisdictions
may lead to inefficient traffic flows. Several witnesses during the Traffic Efficiency
Subcommittee hearing testified that a lack of coordination and planning between jurisdictions
leads to signal synchronization inefficiencies along arterials.

Alternatives to Traffic Light Synchronization

While the benefits of synchronized traffic signal systems are readily understood, other traffic
management strategies may be employed to improve mobility. One strategy involves using
different types of signals, or signal phasing, in order to move traffic. Some jurisdictions use
flashing yellow lights along maor arterials during non-peak travel periods to allow for
continuous, yet cautioned, traffic flow. Other jurisdictions have implemented flashing yellow or
red arrows, or green lights, with permissive signage at major intersections to alow for un-
protected left turns. According to some traffic experts, vehicles waiting to execute a left turn at
an intersection contribute significantly to congestion at certain intersections™®. Flashing yellow
arrows, or other permissive signals, alow vehicles a greater time window to make an
unprotected left turn, at times mitigating the associated congestion. Some Texas cities, including
the cities of San Antonio, Tyler, Irving, Richardson, Sugarland, and Carrolton, have installed
flashing yellow arrow signals to allow for unprotected left turns”’. Several witnesses at the
Traffic Efficiency Subcommittee hearing commented on the use of flashing yellow arrows, and
other permissive signals, for unprotected left turns as a method for mitigating congestion.

Adjusting traffic signals and phases is not the only innovative method for moving traffic through
congested intersections. In some cases, the design of the intersection itself may allow for a better
flow of traffic. Towards that end, the development and use of traffic roundabouts, continuous
flow intersections, and median U-turns, to name a few design profiles, may be used to reduce
delays for through vehicles as well as re-routing left turns™. Traffic roundabouts, which are
heavily used in Europe as well as some American cities, divert traffic entering an intersection
towards the right, allowing a vehicle to make aright turn onto a street of their choice. The clear
advantage of traffic roundabouts is that they eliminate the need for using traffic signals as well as
the need for allowing left turns. A continuous flow intersection features a ramp to the left of an
arterial before an intersection to allow a better protected left turn from that arteria”®. These
types of intersections allow for a reduced delay for through arterial traffic, as well as reduced
stops. To date, several continuous flow intersections have been designed in Mexico and the
United States. Another type of innovative intersection is the median U-turn, also known as the
"Michigan Left" intersection. These types of intersections require that vehicle needing to make a
left turn proceed beyond the intersection, make a left U-turn at the crossover, and make a right
turn onto the desired street at the main intersection®’. The Michigan Department of
Transportation, the most prominent user of the median U-turn design, has employed this type of
intersection design for over thirty years. Like the continuous flow intersection, the median U-
turn alows for a more seamless flow through an intersection and a left turn.

Another alternative to the synchronization of traffic signals involves the minimization of signal
use altogether. Most traffic lights are installed to stop or slow traffic flow. A reduction in the
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number of signals used, logically, may improve traffic flows within some jurisdictions. In some
jurisdictions, particularly smaller cities, the amount of traffic flow may not justify the
implementation of traffic signals. In other jurisdictions, signals may not adequately meet
warrant criteria for installation. A significant number of traffic signals in use could be
eliminated if traffic planning jurisdictions critically evaluated their continued need or use. Such
areduction could help contribute to improved traffic flows and mobility.

Committee Action

On March 22, 2010, Chairman Pickett formed a Subcommittee to fully develop and thoroughly
analyze the complex nature of this charge. He appointed Representative Bill Callegari to serve as
the Chair, and Representatives Yvonne Davis, Ryan Guillen, Todd Smith and Wayne Smith to
form the rest of the Subcommittee.

The House Committee on Transportation, Subcommittee on Traffic Improvement and Efficiency,
met in scheduled public hearing on May 26, 2010. The Subcommittee received testimony from
experts relating to traffic light efficiency.

Christopher Poe of the Texas Transportation Institute (TTI) provided testimony regarding the
research TTI has conducted on traffic signal operations for fifty years. Mr. Poe observed that a
survey of research found that signal improvements result in a 10 to 15 percent improvement in
mobility. Advanced improvement can increase speed and decrease travel time by 25 percent.
Mr. Poe noted that these types of improvements reduce fuel consumption by 10 percent. The net
effect of signal improvements is a 40:1 benefit to cost ratio. Mr. Poe's discussed the need for
better vehicle detection technologies along roadways, including the use of video detection. He
noted that better communication between signalized intersections, as well as innovative signal
phasing, improves traffic flow and that improved signal efficiency reduces the number of severe
crashes. Mr. Poe concluded by noting that the emphasis on traffic engineering has decreased in
Texas as state and local transportation agencies are being asked to do more with less staff. State
and local transportation planning departments need to have the staff and financial resources to
implement efficient signal systems.

Gilmer Gaston, President of the Institute of Traffic Engineers, Texas District, opened by noting
that there are over 300,000 traffic signals in the United States, of which 75 percent could be
improved through adjustments to the timing or new equipment. Signal improvements are one of
the most cost-effective ways to move traffic and make safe. Mr. Gaston discussed the findings
from TLS Program, which realized a benefit to cost ratio of 62 to 1 and benefits of reduced
delay, reduced fuel consumption, reduced vehicle maintenance. He noted that a similar program
in California found a benefit to cost ratio of 58 to 1. Mr. Gaston discussed the merits of using
radar-based systems for vehicle detection and that video detection technologies may be
problematic during certain lighting phases of the day and that radar allows for reliable, stable
detection. Another underutilized option includes modern roundabouts, which is applicable to
some areas in the state and could work on rural, low-volume intersections. The National
Institute for Highway Safety studied 24 roundabout intersections and found that roundabouts
contribute to a 39 percent decrease in crashes, 76 percent decrease in injury crashes, 89 percent
decrease in fatal or serious injury, and 75 percent reduction in traffic delays. The National
Cooperative Highway Research Program looked at 55 roundabout intersections and witnessed a
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35 percent decrease in crashes, 76 percent reduction in injury crashed, and an 81 percent
decrease in fatal or incapacitating crashes. Mr. Gaston observed that the New Y ork Department
of Transportation requires that every new intersection be a roundabout. If an intersection is not
planned to have a roundabout, traffic planners must complete an engineering study
demonstrating why the aternative is preferable. Other states, including Florida, Utah, and
Arizona, are also using roundabout designs. He also discussed the draft document authored by
the Federa Highway Administration on different options for innovative intersection
configurations. Mr. Gaston noted that the largest problem with congested, conventional
intersections is left turns and some intersection design concepts to remove or re-locate the left
turn can reduce delays from 60 to 85 percent.

Tom Urbanik of Kittleson and Associates, an international consulting firm, discussed the
challenges of implementing traffic light synchronization. He noted that there are several ways
for signal programs to work poorly. For example, many signals have features that are not being
used by many jurisdictions. A jurisdiction requires qualified personnel and funding in order to
make their signal systems work effectively. Mr. Urbanik noted that some detection systems,
including cameras and detector loops, do not work and that failure to appropriately maintain
detection systems leads to their improper functioning. He noted that the Manua on Uniform
Traffic Control Devices needs to be amended to allow for new, different processes. He observed
that a flashing yellow arrow for left turns may not be a good solution because drivers may not
understand what it means and there are too many mixed messages with traffic signals, which
need to stay closer to fundamental meanings. For example, Mr. Urbanik suggested installing
flashing red arrows for permissive left turns, as opposed to a new indicator for a left turn. Mr.
Urbanik discussed how smaller communities lack funding or other mechanisms to implement
innovative systems and concluded by noting that roundabouts may work best on rural roads, as
opposed to urban arterials.

Michael Morris, the Director of Transportation for the North Central Texas Council of
Governments, observed that there are far too many traffic signals in operation. In many cases,
local governments are pressured to install unwarranted lights from neighborhood associations
and policy officials. Mr. Morris explained the signal planning programs used by the Dallas-Fort
Worth area where there are atotal 5,635 traffic signals. One program is the City Signal Program
where cities are given federal funds, or use their own funds, to use arterial signals. The areaaso
has a Regional Signal Program, beginning in 2002, used to improve air quality due to region's
non-attainment status. Since its inception, the Regional Signal Program has upgraded 2,329
signals. Mr. Morris mentioned that local governments should be able to participate in a
technology transfer or exchange program where older controllers in one jurisdiction may be
replaced with surplus controllers from another. Second, Mr. Morris recommended that cities of
50,000 or more should be audited to ensure their compliance with state made agreements
regarding operations and maintenance of signals. Third, the state should encourage technology
pilot programs, such as adaptive signal controls. Lastly, Mr. Morris recommended requiring
coordination among jurisdictions along a corridor to encourage better signalization.

Carol Rawson, Director of the Traffic Operations Division at TXDOT, testified that TXDOT
designs, installs, and maintains signals on state highway systems in unincorporated areas and
within cities of 50,000 or less, or along frontage roads in urban areas which can be governed by
local agreements. TxDOT is responsible for 6,150 traffic signals, of which 1,950 signals are
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operated within a coordinated or interconnected system. Ms. Rawson noted that smaller
jurisdictions may not have the funding or expertise to maintain signals. She noted that signal
timing improvement, or upgrading signal components, helps improve traffic flow. Ms. Rawson
also observed that better coordination among traffic authorities, including cities and metropolitan
planning organizations, improves mobility. She noted that TXDOT provides technical training to
smaller cities, however, the agency lacks the time, money, and personnel to administer a more
comprehensive program. Mr. Rawson also observed that both TXDOT and loca traffic
jurisdictions have fewer traffic engineers as they had in the past. With regard to solutions, Ms.
Rawson observed that more funding could help improve traffic light coordination throughout the
state. She also noted that TxDOT does not have a dedicated source of revenue for traffic light
signalization.

Andy Mao of the Harris County Public Infrastructure Department discussed signalization efforts
in Harris County and how the county's limited authority for land use planning affects its traffic
planning effort. Mr. Mao's presentation focused on four central areas to traffic light planning:
design, construction, operation management, and traffic management. With regard to signal
design, Mr. Mao noted that the county tries to promote a consistent design while realizing that
certain situations recognize adaptive designs. In general, the county tries to design things that
will be easier and more cost-effective to maintain in the long run. With regard to construction,
Mr. Mao noted that focus on a good construction and inspection program ensures the enactment
of quality design. Operation management, the most important factor, includes routine
maintenance, emergency maintenance, and annual maintenance. The last phase to traffic signal
planning involves traffic management which involves coordinating with other facilities and
corridors, as well as signal timing. Mr. Mao observed a need to have functional boundaries to
more effectively manage lights in aregional basis. He also noted that the liability involved with
certain signal management and operation practices precludes effective management. Mr. Mao
recommended the need for greater funding to sustain operations and management of signals.

Cesar Molina, Director of Engineering for the City of Carrolton, explained how the City of
Carrolton manages construction of traffic signals through a priority process. First, a citizen
requests a study for a signal at a given intersection. A traffic study is conducted and then, if
warrants are met, makes a recommendation on the placement of asignal. The City of Carrolton
then uses an advisory committee to select priority locations for construction. Mr. Molina
mentioned that the City has 106 signals, all "smart" signals, some using video detection
technology. Mr. Molina also discussed the efficacy of traffic roundabouts and their merits
relative to the conventional use of traffic signals. He noted that the City of Carrolton has
implemented roundabouts in smaller subdivisions to try to break up traffic and deter drivers from
cutting through neighborhoods between arterials. Mr. Molina discussed how the City of
Carrolton has installed flashing yellow arrows for left turns and, as a possible result of this
project, accidents were significantly reduced. In light of these findings, Carrolton is moving
forward to install flashing yellow left-turn arrows at other locations. Mr. Molina concluded by
noting that the suburbs around Carrollton present a challenge, where neighboring cities may have
different signal timing for lights along shared corridors.

Jeff Weatherford, the Deputy Director of Public Works and Engineering for the City of Houston,
presented information regarding a program that the City of Houston implemented in 2004 to re-
time signals every four years. He observed that while improved signal timing may aleviate
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some stresses, it cannot cure all transportation capacity problems. Mr. Weatherford noted that
Texas may need to look at alternative intersections, such as the continuous flow intersection or
grade separation, in order to move high volumes of traffic more effectively. He also noted that
traffic signal retiming can help improve smaller intersections. Mr. Weatherford observed that
traffic signals have a 20 year lifespan, and that jurisdictions need more financial resources in
order to replace older signals. He concluded by observing that jurisdictions need to better
prioritize traffic planning in order to effectively move traffic.

Conclusion

Improving traffic signalization is a cost effective way to improve safety and reduce the amount
of time Texans spend traveling. The Legislature should encourage state and local transportation
planning agencies to develop or improve traffic signal signalization programs in order to
improve traffic mobility.

Recommendations
The House Committee on Transportation recommends the 82nd L egislature to:

1. Consider allowing transportation funding programs to be used for local agencies to
improve their signal programs, including the use of smart signal systems, and acquire the
personnel necessary to maintain and improve those systems.

2. When funding becomes available, consider recreating a program similar to the Texas
Traffic Light Synchronization Programs where agencies are allocated grant funds, and
encouraged to use matching local dollars, to improve specific corridors.

3. Encourage the use of aternative traffic management strategies such as flashing yellow or
red arrows or green balls for unprotected left turns. Encourage the use of traffic
management infrastructure such as traffic roundabouts, superstreets, or continuous flow
intersections to improve mobility and potentially mitigate the need for traffic signals
within certain intersections.

4. Encourage local and regional transportation authorities to develop and coordinate signal
synchronization programs aong arterials and major roadways that transect multiple
jurisdictions.

5. Consider allowing the Department to adopt a standard for unprotected left turns in order
to alow traffic to move more freely through intersections. Further, left turns should be
encouraged through the use of green lights, flashing red lights, or flashing yellow lights
or arrows,

6. Consider encouraging local traffic jurisdictions to minimize the use of regular signal
phases during off-peak times (e.g. flashing yellow lights along an arterial, with flashing
red lights on perpendicular streets). These types of signals, particularly flashing yellow
lights, may be used during off-peak hours in urban and suburban areas to improve traffic
flow.

7. Consider encouraging local traffic jurisdictions to minimize the number of traffic signals
used. Jurisdictions should also employ strict threshold requirements to traffic light
warrants. The Texas Department of Transportation should evaluate the warrants for
traffic signals and establish more effective warrant guidelines with agoal of reducing the
number of traffic lightsin actual use.
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Charge 5
Study methods for improving safety on Texas roadways. Study the funding levels of crash

prevention programs directed toward pedestrians, bicyclists, motorcyclists, and other vulnerable
road users. Explore waysto improve safety for roadside workers
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On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Study methods for improving safety on Texas roadways. Study the funding levels of crash
prevention programs directed toward pedestrians, bicyclists, motorcyclists, and other vulnerable
road users. Explore ways to improve safety for roadside workers.

Background

In 2008, more than 3,400 residents died on Texas roadways and another 84,000 were seriously
injured®. There were 388 fewer fatalities on Texas highways in 2009, an 11 percent decrease
from the previous year. Safer roads contributed to the significant decline, with numbers
representing the lowest fatality ratein 75 years of measuring crashes on Texas roads™. Although
fatal @/ and injury rates have been declining, the rates in Texas are consistently higher than U.S.
rates™.

In order to continue enhancing roadway safety in Texas, on March 22, 2010 Chairman Pickett
formed the Subcommittee on Vulnerable Road User Safety. The Subcommittee was charged
with studying methods for improving safety on our roadways, studying the funding for crash
prevention programs, examining roadway safety for vulnerable road users, such as pedestrians,
bicyclists, and motorcyclists, and exploring ways to improve safety for roadside workers.
Chairman Pickett appointed the Honorable Representative Linda Harper-Brown to serve as
Chairman and Representatives Bill Callegari, Ryan Guillen, Tommy Merritt and Larry Phillipsto
form the rest of the Subcommittee.

The Texas Department of Transportation (TxDOT), through the administration of the Texas
Traffic Safety Program, has a number of programs in place to protect vulnerable road users. The
purpose of the Texas Traffic Safety Program is to reduce the number and severity of traffic
crashes, injuries, and fatalities through enforcement, education, and training efforts. This
competitive grant program, funded by the National Highway Traffic Safety Administration
(NHTSA) of the U.S. Department of Transportation, emphasi zes motorcycle, pedestrian, bicycle,
and school bus safety®.

The Texas Traffic Safety Program utilized $570,034 in Fiscal Year (FY) 2009 for pedestrian and
bicycle safety funding, and $515,740 is alotted for FY 2010. This program funds projects to
increase enforcement of traffic laws regarding bicycle right of way, increase motorist awareness
of sharing the road with bicyclists, improve bicycle and pedestrian crash data, improve
pedestrian “walkability” of roads and streets, and improve public education and information on
pedestrians and “ safe walking” .

Texas has received more than $80 million through the Safe Routes to School Program which
encourages walking and biking to school and the development of safety construction
improvements in and around schools. This program was first funded with more than $5 million
in 2003. In 2007, $24.7 million in state and federa funds was awarded and an additional $54.1
million was awarded in May 2010%.



Despite these safety programs, there were 346 pedestrian fatalities and 4,599 injuriesin Texasin
2009%. The most common causes for these accidents include driver inattention, driver
distractions, high vehicle speeds, and the inattention or unsafe behavior of the pedestrians
themselves®®. There are nearly 50 bicyclist deaths and more than 1,300 serious injuries in Texas
each year caused by inattention, distractions, and unsafe behavior®.

Motorcycle safety is another issue of concern. In 2009, there were 434 motorcycle occupant
fatalities and 8,219 injuries in Texas, a decline from 2008 numbers®. New laws requiring new
motorcycle licensees to receive training may be a reason for the recent decline in motorcycle
fatalities™. Another factor may be the new “Look — Learn — Live’ campaign and website,
www.looklearnlive.org, to promote motorist and rider awareness launched by TxDOT and the
Texas Transportation Institute (TT1)%.

The motorcycle safety program has aso alowed for the development of projects designed to
increase motorcycle helmet usage by riders under the age of 21, improve public information and
education on motorcycle safety including the dangers associated with the operation of a
motorcycle while under the influence of alcohol or other drugs, and increase the overal level of
rider education and training. One project that was developed under this program is the “Share
the Road” education and public information campaign. This campaign seeks to bring
motorcyclists to the attention of motorists and promotes safe motorcycle riding habits. The
campaign entails TXDOT placing “Share the Road” emblems on the back of “Watch for Ice on
Bridge” signs. In FY 2009, the state awarded $391,840 for motorcycle safety, and $246,022 is
planned for FY 2010. The total planned funding for motorcycle safety in FY 2011 is
approximately $1.75 million®.

With as many as 1,000 active work zones placed by TXxDOT and its contractors, work zone
safety needs to be addressed. In 2009, there were 108 fatalities and 8,667 injuries in Texas work
zones™. This s especially concerning when you consider that Texas has led the United States in
roadway work zone deaths for the past 10 years™. Although there are a number of work zone
deaths and injuries, TXDOT uses a variety of approaches to improve safety in work zones for
both workers and the traveling public. The Texas Traffic Safety Program provided $718,000 in
grants in 2009 for work zone safety training programs. One approach to safety is requiring each
TxDOT District to develop and maintain an overall work zone management plan that addresses
worker, pedestrian, and motorist safety. Further, TXDOT, in conjunction with TTI, is evaluating
new work zone safety technologies, such as an automated flagger assistance device, mobile
barrier safety zones, and portable traffic signals to help ensure greater safety for roadside
workers™.

The Texas “Move Over” law protects authorized emergency vehicles on the side of the road by
imposing penalties for individuals who violate the law. Enacted in 2003, the “Move Over” law
requires operators of a vehicle to vacate the adjacent lane or reduce speed when there is an
emergency medical services, fire, or law enforcement vehicle stopped on the side of the road.

In 2009, legidation related to the safe passage of vulnerable road users was vetoed. This hill
defined which individuals may be designated as vulnerable road users and included highway
construction and maintenance workers, tow truck operators, utility workers, stranded motorists,
individuals on horseback, individuals operating unprotected farm equipment, pedestrians, and
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bicyclists. It also required that a safe passing distance of a vulnerable road user is three feet for a
car or light truck and six feet for a non-light truck. The bill also would have established
penalties for property damage and bodily injury.

Discussion

Onein five adult Texans cannot drive, and across Texas, more than 280,000 workers do not have
access to a car. These factors, as well as the likely rise of fuel costs, construction costs and
limited transportation funding, should compel the state to take into account other modes of
transportation as it designs the transportation system®. The Subcommittee recommends the
advancement of transportation policies that will protect the safety of al travelers on our
roadways. Implementing a “complete streets’ approach would enable safe access for all users
including pedestrians, bicyclists, motorcyclists, and other vulnerable road users. “Complete
streets’ policies would ensure that transportation agencies take into account all travelers when
building roadways including investing in transit systems, wider roadways, bike lanes, sidewalks,
raised medians, crosswalks, and improved bus stop placement.

Approximately 40 percent of bicycle traffic crash fatalities in Texas occur due to unsafe passing
by a motor vehicle®. It isalso estimated that there are more than 200 “struck bys’ of tow truck
operators annually, with 50 to 60 of those resulting in death. According to Mike Scott with the
Towing and Recovery Association of America, the number of tow operators killed nationally
each year is equal to the number of police and paramedics killed along our roadsides. Texas is
one of only seven states that do not include tow trucksin its “Move Over” law.*

About two-thirds of all fatal crashes involve some type of adverse driver behavior such as
excessive speed, consumption of alcohol, inattention, or aggressive driving'®. The
implementation of “Highway Safety Corridors’ along select routes where crashes are more
frequent, as successfully utilized by other states, could reduce fatal and serious injury crashes.
“Highway Safety Corridors’ include speed limit evaluations, increased enforcement, increased
fines, and enhanced public awareness regarding these efforts to enhance safety.

In carrying out this charge, the Subcommittee focused on pedestrians, bicyclists, motorcyclists,
roadside workers, emergency vehicles, and tow truck operators. There are a number of other
constituencies, however, that could be considered vulnerable road users including motorists
affected by texting, consumption of alcohol, or distracted driving, as well as older drivers and
teen drivers. It isimportant that the state advances legislation that protects vulnerable road users
by improving the overall safety of our Texas roadways.
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Recommendations

The House Committee on Transportation recommends the 82nd L egislature to:

1.

Consider other modes of transportation and the safety of all travelers in the design our
state’ s transportation system.

Consider more clearly defining the "safe passage” of bicycles, pedestrians, and other non-
vehicle users on our roadways.

Consider expanding the current “Move Over” law to include tow trucks.

Consider the implementation of “Highway Safety Corridors’ along select routes, where
crashes are more frequent, to reduce fatal and serious injury crashes
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Charge 6

Study the safety and efficiency of the existing agriculture-related transportation
infrastructure. Consider the air, ground, and rail transportation needs of rural
Texas and analyze the effect on economic development.

Joint Interim Charge with House Committee on Agriculture and Livestock
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On November 19, 2009, Texas House Speaker Joe Straus instructed the House Committee on
Transportation to:

Study the safety and efficiency of the existing agriculture-related transportation infrastructure.
Consider the air, ground, and rail transportation needs of rural Texas and analyze the effect on
economic development. Joint Interim Charge with House Committee on Agriculture and
Livestock

Background

Over the past two decades, changes in demand for the transportation of agriculture and rural
industry have coincided with the deregulation of the transportation sector. This has resulted in
the abandonment of both the regulation of truck rates and competition, and many rural rail links
that were deemed inefficient. Agricultural industrialization and the move towards applying
market principles to guide production decisions have had a profound impact on rura
transportation infrastructure. Combined with strategic rail decisions to terminate inefficient
routes, these changes have resulted in larger and heavier truck hauling agricultural products over
longer distances on pavements and bridges that were not constructed to withstand these loads.
Overall, there is a need to better understand the strategic challenges and issues, as well as the
critical role that transportation plays in promoting competitive agriculture and a strong rural
economy. A letter written by the Honorable Representative Ruth Jones McClendon stresses the
importance of freight rail's inclusion in the state's transportation plan and that "our foresight in
meeting freight rail needs will be essential to the continued growth of the agricultural industry in
Texas and to our role in interstate commerce"'®. A copy of Representative McClendon's |etter
can be found in Appendix C.

Committee Action

The House Committee on Transportation and the House Committee on Agriculture and
Livestock met in a joint public hearing on April 28, 2010. The Committees heard testimony
from the following: Todd Staples, Commissioner, Texas Department of Agriculture; Fred
Underwood, Commissioner, Texas Transportation Commission; Amadeo Saenz, Executive
Director, TXDOT; Maor David Palmer, Assistant Director, Highway Patrol Division at
Department of Public Safety (DPS); Dr. Stephen Roop, Assistant Director for Multimodal
Freight Transportation, Texas Transportation Institute (TTI); Charles Ray Huddleston, State
Director, Texas Farm Bureau; Bob Turner, Government Affairs Consultant, Texas Poultry
Federation; Josh Winegardner, Government Affairs Consultant, Texas Cattle Feeders
Association; Steve Bearden, CEO, Rio Grande Valey Sugar Growers Inc.; Charlie Gee,
Coordinator, Texas Logging Council; Mgor David Palmer, DPS; Jim Allison, General Counsel,
County Judges and Commissioners Association of Texas; Dr. Michael Walton, Chairman, 2030
Committee; Bob Turner, Government Affairs Consultant for Rural Issues, Dennis Kearns,
Legidative Counsel, Texas Railroad Association; Francis Gandy, Commissioner, Port of Corpus
Christi.

Panel One, Commissioners:

Commissioner Todd Staples of the Texas Department of Agriculture, informed the committee
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that agriculture accounts for one in seven Texas jobs and over $100 hillion in the state's
economy. He said 31% of freight train tonnage and 70% of trucking tonnage is agriculture-
related. He stated property rights must be addressed as infrastructure expands and landowners
need to be treated fairly. Commissioner Staples and the members discussed the lack of access
and capacity issues.

Commissioner Fred Underwood, of the Texas Transportation Commission, testified about the
"extensive" secondary road network for rural Texas and agriculture, which is the "backbone of a
healthy economy". He said aging highways are "consuming limited financial resources.” Due to
declining gas tax revenue, increasing fuel efficiency, and the cost of road construction inflating
65% from 2002-08, there is not enough money to maintain the existing system. Truck traffic is
increasing in rural Texas because the railroad industry is abandoning rural Texas and removing
theralils.

Chairman Pickett stated that some farm-to-market roads are becoming "congested arterials' and
current maintenance of farm-to-market roads is inadequate. Commissioner Underwood stated
that farm-to-market roads were not designed to endure today's heavy truck traffic. (The impact
of one heavy truck isequal to 9,600 cars.)

Panel Two, Agencies:

Amadeo Saenz, Executive Director of TxDOT, testified that there are not resources for
maintenance of rural roads, but the agency isinvestigating best practices to stretch its dollars. He
told the Committee that 86% of rural roads are rated "good" and that rural traffic fatalities have
been dropping in recent years due to safety improvements. He said that TxDOT is aso
developing a comprehensive rail plan. Mr. Saenz said more truck traffic on rural roads increases
the cost of maintaining those roads and decreases those roads' life spans. Finally, he discussed
the twenty-seven different types of permits for overweight and oversized vehicles.

Major David Palmer, Assistant Director for the Highway Patrol Division at the Department of
Public Safety (DPS), Director Saenz, and the Committee discussed, at length, many aspects of
heavy truck traffic and enforcement and their constituents' concerns.

Dr. Stephen Roop, Assistant Director for Multimodal Freight Transportation at the Texas
Transportation Institute (TTI), said the price of energy impacts freight transportation, and the
needs and natures of agricultural transportation and freight transportation are very different. Dr.
Roop discussed the proposed "freight shuttle system,” which would utilize automated guide ways
and private financing. He said TTI is exploring the feasibility of a pilot program on the El Paso-
Juarez border for such a program.

Panel Three, Agriculture Producers:
Charles Ray Huddleston, State Director of the Texas Farm Bureau, testified for increased truck
weight limits, which would allow for transportation of more agricultural products. He requested

increased rural road construction and maintenance.

Bob Turner, a government affairs consultant to the Texas Poultry Federation, spoke of the fuel
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savings of train freight, but the lack of availability of trains require the use of trucks.

Josh Winegardner, a government affairs consultant to the Texas Cattle Feeders Association,
Steve Bearden, CEO of the Rio Grande Valey Sugar Growers Inc., and Charlie Gee, a
coordinator for the Texas Logging Council, recommended increasing the gross vehicle weight to
97,000 pounds and adding a 6th axle to, theoretically, mitigate the increased weight and not
increase the wear on roadways by reducing truck trips.

Major David Palmer of DPS was recalled to discuss super-single tires and the proposed federal
adoption of a gross vehicle weight of 97, 000 pounds. He said there appears to be an increase in
the number of safety violations on overweight trucks.

Panel Four, State and Local Impacts and Economic Development:

During the fourth panel, Jim Allison, general counsel for the County Judges and Commissioners
Association of Texas, stated, "Agriculture is the life blood of our Texas rura economy, the
county road system is a vital part of the arteries that transport that lifeblood. With over 160,000
road miles and 17,000 bridges in the county road system, agriculture relies upon the county road
system for transport of its products and supplies. Unfortunately, even as demand and usage of
the county road system has increased, financial support has dwindled''®. The county road
system receives $7.3 million annually from the state gas tax and this amount has remained
unchanged since 1951. County property taxes primarily fund county roads and are an insufficient
source of funding. The bridge rehabilitation program is funded 80% by federal grants, 10% by
state grants, and 10% by county funds. Mr. Allison said additional state funding is necessary for
county roads. He recommended ending Fund 6 diversions, indexing of fuel taxes, raising fuel
taxes by 10 cents, and allowing local option elections for county transportation needs.

Dr. Michael Walton, Chairman of the Texas 2030 Committee, discussed the committee's "Texas
Transportation Needs Report." The committee's goals were to preserve and enhance the state's
transportation systems, preserve and enhance urban and rural mobility, enhance safety, and
examine all modes of transportation. He said the report did not address changes in the sizes and
weights of truck, and the report focused only on needs, not funding.

Dr. Walton, Mr. Allison and the members went on to discuss funding and taxes, political will,
toll roads, public-private partnerships, local option elections, disparities, road utility districts,
strengthening bridges, productivity gains, and costs.

Bob Turner, a government affairs consultant for rural issues, testified about the importance of
rural airports with regards to economic development. He discussed the missed opportunities of
rura rail and the permanent loss of rail right-of-ways. He said the state-owned South Orient
Railroad has economic potential with a connection to the deepwater Mexican ports.

Dennis Kearns, legisative counsel for the Texas Railroad Association, said the industry is
investing in new locomotives, which average $2 million each. Longer train lengths and other
measures are increasing efficiencies and productivity. In 2008, 60,000 agricultural product units
were moved in Texas by rail. Mr. Kearns also discussed how the Pacific Northwest ports are
becoming integral to shipping goods to Asia. Representative Hardcastle and Mr. Kearns
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discussed the impacts of closing the "short lines" and itsimpact on trucking in rural Texas.

Francis Gandy, a commissioner for the Port of Corpus Christi, discussed how the Port was
deepening their channel due to the Panama Canal, tenants, and rail projects and shipments.

Discussion
Farm-to-Market Road System

There are more than 62,000 center-lane miles of rural highway in Texas, with the 10,175 mile
Texas Trunk System forming the core of the rural network. Also, in the trunk system are 40,969
miles of Farm or Ranch-to-Market roads and spurs. This constitutes the most extensive network
of secondary roadways in the world.

The Texas Highway Trunk System is a program to improve the mobility and safety of highway
users on the state's rural highway system. The program objectives are to provide a rural four-
lane divided or better network to connect major activity centers within Texas and to provide
access to maor points of entry. To successfully maintain high mobility and safety, it was
recognized that access to the highways had to be controlled while still allowing sufficient access.

The network was initially established between 1930 and 1950 with the improvement of existing
unpaved roads linking rural communities. As early as 1945, the then Texas Highway
Commission authorized construction of 7,500 miles of rural roads funded by the state and federal
governments on a equal cost-share basis. The first construction contracts were let in January
1946 in Randall County. The Colson-Briscoe Act of 1949 included $15 million annually in
funding to construct local roads that did not have sufficient traffic volume to pay for their
construction and maintenance. In 1962, the Texas legislature increased the appropriation to
ensure that at least $23 million annually would be available to construct new farm roads. That
same year, the commission increased the size of the state's farm-road system from 35,000 to
50,000 miles.

County Roads

The county road system in Texas is comprised of 160,000 center-lane miles and 17,000 bridges.
The county road system receives $7.3 million annually from the state gasoline tax, an amount
that has not changed since 1951. Additionally, the Texas Department of Transportation (TXDOT)
allocates approximately $6 million in surplus materials annually to counties. The ongoing
county bridge rehabilitation program is funded 80 percent by federal grants, 10 percent by state
grants and 10 percent by county funds. Counties also receive a portion of the local motor vehicle
registration fees, including the optional local registration fee which may be assessed by the
commissioners court. Currently, 242 of 254 counties collect this fee. Counties also receive a
portion of the state truck permit fee. All other local funds must be raised though the property tax
assessment.

All of the state's 254 counties are authorized by law to retain a portion of motor vehicle
registration fees they collect. Section 502.102 of the Transportation Code governs the allocation
of tag-fee revenue between TxDOT and individual county road and bridge funds based on the
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number of miles maintained by the county up to 500 miles, the amount of certain taxes and
penalties collected by the county's tax assessor-collectors, and net collections. Other funding
sources for county roads include TXxDOT's Local Government Assistance Program, optional road
and bridge fees, 2060 permit fees, lateral road and bridge funds and the Off-System Bridge
Program. Over the last 20 years, state assistance for county roads totaled more than $8.8 billion.

Rural Rail

According to TXDOT, Texas railroads handle more than 10 million carloads over a 15,000 mile
rail system, which leads the nation in total rail miles and rail tons carried. Forty-five railroads
operate in Texas, including three Class 1 railroads: the Union Pacific, the Burlington northern
Santa Fe, and the Kansas City Southern. In December 2009, TXDOT created a Rail Division to
perform a variety of functions related to rail safety and preserving and expanding rail access in
rural Texas.

Railroad Congestion

Congestion is a problem on our state's rail network as well as on our highways. Rura
agricultural producers who utilize rail to transport their products are adversely affected by a
major railroad congestion problem in Fort Worth. Tower 55 is an at-grade intersection of the
Burlington Northern Santa Fe and Union Pacific railroads located adjacent to downtown Fort
Worth, and has been identified as the busiest railroad intersection in the United States. Between
100 and 120 trains pass through this location daily and an additional 70 trains per day use the
adjacent Trinity Railway Express line. Due to the high traffic volume, and the time it takes for
trains to complete a crossing, trains must wait an average of 90 minutes to pass through Tower
55. TxDOT is working with the Burlington Northern Santa Fe Railroad, the owner of the
crossing, and the north Central Texas Council of Governments to reduce or eliminate congestion
at Tower 55. A study is planned to identify the best option for a grade-separated crossing at
Tower 55, which is likely the most efficient long-term solution. In the meantime, a third north-
south track will be added and adjacent to Tower 55. Thiswill enable more trains to pass through
Tower 55 at the same time and allow tower operators to stage trains closer to the intersection and
move them through more efficiently. The improvements are expected to cost $93.7 million and
in afew years might relieve some of the Tower 55 congestion.

South Orient Railroad and North East Texas Rural Rail Transportation District

In West Texas, TXDOT owns the South Orient Railroad (SORR), approximately 391 miles of rail
that extend from San Angelo Junction to Presidio at the Texas-Mexico border. SORR has one of
only five rail border crossings between Texas and Mexico, and one of only eight between the
U.S. and Mexico. TxDOT estimates that between 2001 and 2008, transporting freight along the
SORR has saved $43,257,369 in pavement maintenance costs for parallel roads. Commodities
moved on the SORR are primarily agricultural: wheat, cotton, feed, fertilizer, molasses, mash,
milk; industrial: steel, scrap metal, paper; and energy related: pipe, sand, wind tower
components. Several agricultural cooperatives are located along the rail and depend on the rail
traffic. There are currently severa projects underway to rehabilitate the line from San Angelo
East toward Coleman. Once complete, these projects will enable 25 mile per hour speeds on
this segment of the line. Train speeds are currently limited to 10 miles per hour across the entire
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SORR route, except for a segment of approximately 131 miles between San Angelo and Sul phur
Junction.

In East Texas, the North East Texas Rura Rail Transportation District (NETEX), a political
subdivision of the state, owns and manages a 66-mile rail line from West of Mount Pleasant to
West of Greenville. NETEX has been relatively successful in preserving its railroad corridor and
continuing to provide freight rail services. It has also developed potential projectsin cooperation
with local economic development entities which would expand rail services to new and existing
businesses in the area, increase NETEX operations, and provide economic stimulus.
Commodities transported across this rail line include plastics, wax, agricultural products, scrap
iron, lime, fly-ash and chemicals.

Rural Truck Traffic

Over the past two decades, the transportation demands of agricultural producers and rural
industries have changed and railroads, for economic reasons, have abandoned many rura rail
links. In many regions of the state, the volume of truck traffic on rural infrastructure has
significantly increased due to a variety of factors including: agricultural industrialization
resulting in fewer but larger farms, increases in the physical size of agricultural equipment
transported by truck between specialized operations, economic revival of the oil industry
resulting in short but high-volume heavy truck movements, increases in alowable truck gross
weights on state roads and highways, increases in truck traffic resulting from the North
American Free Trade Agreement, and the abandonment of approximately 2,400 miles of railroad
track in Texas.

Overweight and Oversized Vehicles

For approximately 40 years, the state continued to absorb county roads into the state system to
relieve county responsibility for heavy traffic. In recent years, TXDOT has been unable to
continue expansion of the state system. Meanwhile, a state permit system, adopted in 1989, has
resulted in unrestricted traffic by heavy trucks on county roads and numerous permitted and
exempted loads. Permitted loads are those that exceed legal limits and require a TXDOT-issued
permit. Exempt loads are those that do not require a permit, but are allowed to exceed legal
limits by a specific statute or law. Any vehicle exceeding the legal gross vehicle weight or axle
weight is considered an overweight vehicle. The current legal load limits are 20,000 pounds for
a single axle, 34,000 pounds for a tandem axle, 42,000 pounds for a tridem axle and 80,000
pounds total gross weight. Although state law generally requires operators of oversize and
overweight vehicles to obtain a permit, it specifically exempts vehicles transporting particul ar
commodities including milk, chili peppers, timber, cotton, and several other products. With few
exceptions, permits are required to transport non-divisible loads or loads that cannot reasonably
be divided to meet legal size and weight requirements. By law, permitted |oads are engineered
to minimize damage to roads and bridges. For overweight loads, TXDOT specifies axle weights
and spacing to properly disburse the weight of the load. Permitted loads are aso required to
travel a route specified by TXxDOT and must meet other safety requirements governing signage
and lighting and the use of escort vehicles. Fees vary from $60 for a single trip permit with no
weight to $4000 for an annual permit for unlimited trips for loads up to 12 feet wide, 14 feet high
and 120,000 pounds.
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Using widely-accepted formulas, TXDOT calculated that increasing gross vehicle weights from
80,000 pounds to 89,000 pounds would increase pavement damage by more than 57 percent.
This increased damage reduces expected 20-year pavement life to 12.71 years. At current annual
replacement costs, aroad that lasts 20 years costs $10,000 per lane-mile each year to maintain. |f
the same road lasts only 12.71 years, however, the cost increases to $15,736 per lane-mile each
year. Damage caused by 89,000 pound gross-weight vehicles will increase TXxDOT’s costs by
$5,736 per lane-mile each year'®. It has also been determined that each overweight truck inflicts
as much road damage as 10,000 automobiles, and counties do not have funds available to absorb
the cost of additional damage.

Recently, organizations in the industry have been advocating that federal and state governments
consider new legidation that would allow states to increase the Interstate truck weight allowance
from 80,000 to 97,000 pounds, provided that trucks operating above 80,000 pounds add a sixth
axle. They claim that adding a sixth axle will allow them to carry heavier loads and provides no
additional damage since the additional weight is evenly distributed. Current law limits the weight
of five-axle trucks traveling on the interstate system to 80,000 pounds.

However, not everyone sees the proposed legislation as beneficial. An article at eTrucker.com
reports that the Owner-Operator Independent Drivers Association opposes the federal bill
because they believe that increasing the truck weight allowance would endanger road users and
hasten infrastructure deterioration. In addition, other transportation safety groups say past size
and weight increases have not yielded fewer trucks, trips or miles traveled. In fact, there is
research that suggests fewer, heavier trucks on the road can be detrimental to safety. Heavier
trucks lead to increased level of damage per individua accident and there was a direct
correlation found between accident damage and higher gross vehicle weight in five axle trucksin
a study completed by the National Transportation Research Board'®. This report also broadly
covers the impact of overweight trucks on infrastructure and concludes that the overall damage is
significant, but may be resolved by the macro-economically positive benefit of cheaper
transportation on cost of goods distribution.

Conclusion

As urban and rural areas of the state compete for transportation funding, it is increasingly
becoming obvious that there a growing need for both urban and rural needs. In the coming
years, a significant portion of the state's rural highway system will require rehabilitation. Due to
the widening gap between rural highway needs, and available funding and the loss of rural
railway capacity, prioritizing which rural highway projects are funded has become more
important than ever before. A lack of funding from traditional state and federal gas revenues for
new highway construction and rehabilitation and maintenance of existing roads and highways
continues to be the primary obstacle.
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Recommendations
The House Committee on Transportation recommends the 82nd L egislature to:
1. Keep the current weight limit at 80,000 pounds and using no more than five axles.

2. Continue studying ways to improve the effectiveness of freight rail for agriculture
producers and shippers to increase the lifespan of county roads
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l Texas Department of Transportation

DEWITT C. GREER STATE HIGHWAY BLDG. - 125 E. 11TH STREET « AUSTIN, TEXAS 78701-2483 « (512) 463-8585

December 15, 2010

The Honorable Larry Phillips

Chairman, House Select Committee on Transportation Funding
P.O. Box 2910

Austin, Texas 78768-2910

Dear Chairman Phillips:

Thank you for the opportunity to testify before the House Select Committee on Transportation
Funding on October 26, 2010. | appreciate your commitment to an ongoing dialogue with the
Texas Department of Transportation (TxDOT).

Enclosed is the additional information requested by the Committee during the hearing:
1) A summary of TxDOT planning rules; 2) an updated primer on public transportation funds
and distributions; and 3) a public document outlining TxDOT's project
selection process. This  brochure is available on our website at
ftp://ftp.dot.state.tx.us/pub/txdot-info/fin/2011projectselection.pdf.  Additionally included for your
information is a white paper on Transportation Development Credits which was also a topic of
conversation during the hearing.

1 hope you and the members of the Committee find this information helpful. 1 look forward to
continuing to work with you in identifying potential transportation funding solutions. If | can be of
any further assistance, please do not hesitate to contact me at (512) 305-9501. Staff inquiries
may be directed to Wendy Reilly, Legislative Liaison, at (512) 463-8665.

Sincerely,

(Pom de

Amadeo Saenz, Jr, P.E
Executive Director

Enclosure
cc: The Honorable Larry Phillips, District Office
Members of the House Select Committee on Transportation Funding
Courtney Reid, Clerk, House Select Committee on Transportation Funding
Texas Transportation Commission
James M. Bass, Chief Financial Officer, TxDOT
Eric L. Gleason, Director, Public Transportation, TxDOT
James L. Randall, P.E., Director, Transportation Planning & Programming, TxDOT
Wendy Reilly, Government and Public Affairs Division, TxDOT

THE TEXAS PLAN
REDUCE CONGESTION + ENHANCE SAFETY » EXPAND ECONOMIC OPPORTUNITY « IMPROVE AIR QUALITY
INCREASE THE VALUE OF OUR TRANSPORTATION ASSETS
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TxDOT Planning Rules

Background

Federal law requires the State of Texas to develop a comprehensive and intermodal statewide
transportation plan and transportation improvement program. It's been difficult for both the
public and the state's transportation entities to determine their precise roles in the process of
developing these plans because of its complex nature and many moving parts.

During the 81% legislative session, improvements in this process were envisioned as part of the
Texas Department of Transportation’s (TxDOT) Sunset bill. Even though the transportation
Sunset bill did not pass, the Texas Transportation Commission had its professional staff work
with its regional transportation partners across the State to draft new planning rules to make the
process more streamlined, transparent and efficient. A full list of participants is included at the
end.

On August 26, 2010, the Texas Transportation Commission adopted new planning rules
recommended by an 11-member public advisory committee. These new rules:

o Institute more extensive and effective public involvement processes during the development
of TxDOT plans;

e Require TxDOT to prepare and report annual long range funding forecasts for use in
developing programs and funding allocations;

« Establish funding allocation formulas to distribute funds to MPOs and TxDOT districts;

« Prohibit transfers of funds between Metropolitan Planning Organizations (MPOs) or TxDOT
districts unless these transfers are documented and agreed upon by all effected MPOs or

districts; and

« Create performance measures to evaluate the effectiveness of projects selected by MPOs
and TxDOT districts for funding.

Overall, the proposed rules empower both MPOs and the general public by providing increased
transparency and efficiency of the state’s transportation planning process and practices.

Synopsis of Rules

The core of the new planning rules requires TxDOT to codify its planning and program rules in
such a way that will enable the agency MPOs, to develop long-range, mid range and short
range plans each with specific criteria. Here are the specific actions:

« The development of rules for a comprehensive approach to new transportation planning,
programming, funding, and performance reporting required a significant expansion of
the existing rules found in Chapter 15, Subchapters A and D. Consolidating and expanding
those provisions required repealing the previous planning and programming provisions while
simultaneously proposing new Chapter 16, Planning and Development of Transportation
Projects.
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November 8, 2010

+ New Subchapter A, General Provisions, incorporates the purpose provision and definitions
from the existing requirements of Chapter 15, Subchapter A. It also includes an introduction
that summarizes the planning and programming process, identifies its component parts,
describes the relationship among the Department and metropolitan and rural planning
organizations, and includes a flow chart illustrating the planning and programming process
and stages. This process involves the various transportation entities cooperatively
developing separate but interrelated long-range planning documents that identify
projects, strategies, and transportation needs and both mid-range and short-range
programming documents that list and prioritize projects for implementation.

« New Subchapter B, Transportation Planning, incorporates most of the existing planning
requirements of Chapter 15, Subchapters A and D, plus additional requirements that are
necessary to provide a detailed, coordinated, and comprehensive planning -process.
For example, there are new formalized procedures and requirements for the 24-year
Statewide Long-Range Transportation Plan.

« New Subchapter C, Transportation Programs, incorporates most of the existing
programming requirements of Chapter 15, Subchapter A, plus additional requirements that
are necessary to provide a detailed, coordinated, and comprehensive programming
process. For example, there are new formalized procedures and requirements for TxDOT's
10-year Unified Transportation Program.

¢« New Subchapter D, Transportation Funding, includes provisions necessary to develop
reliable financial assumptions and forecasts for common use by all participants in the
planning and programming process, and equitably allocates available state and federal
resources to department districts, metropolitan planning organizations, and other authorized
entities to fund individual projects.

« New Subchapter E, Project and Performance Reporting, contains provisions needed to
establish strategic performance measures and a reporting system to monitor and evaluate
the effectiveness of the planning and programming process and to identify areas that need
improvement.

Rulemaking Advisory Committee
Working over a year on this project were:

HCTRA

Planning Committee Chair

The Honorable Edward M. Emmett
County Judge, Harris County

NCTCOG MPO

Planning Committee Vice Chair

Michael Morris, P.E., Director of Transportation
North Central Texas Council of Governments

Commission appointed member
Starr County Judge Eloy Vera
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November 8, 2010

El Paso MPO
Honorable Joe Pickett
Chair, House Committee on Transportation

H-GAC MPO
Alan Clark
MPQO Director

Deep East Texas Council of Governments
Walter G. Diggles, Sr., Executive Director

CAMPO
Honorable Senator Kirk Watson

Texas Association of Regional Councils
Dr. Jerry Marshall

Federal Highway Administration
Barbara C. Maley

San Antonio VIA Metropolitan Transit Board
Jesse Balleza
Vice President

Abilene MPO & West Texas Representative
Ross L. Jones, Attorney

For further information

Contact: Wendy Reilly, TxDOT Government and Public Affairs Division, 512/463-8665 or
Wendy.Reilly@TxDOT.gov
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TeExas Housg OF REPRESENTATIVES

CoMMITTEE ON TRANSPORTATION
P.O. Box 2910 « Avustin, TExas 78768-2910 « (512) 463-0818

April 19, 2010

Mr. Amadeo Saenz, Jr.
Executive Director
Mr. John Barton
Assistant Executive Director for Engineering Operations
Texas Department of Transportation
125 East 11th Street
Austin, Texas 78701-2483

Dear Mr. Saenz and Mr. Barton

As you know, House Transportation Chairman Joe Pickett recently asked me to serve as
chairman of the subcommittee on the policies and procedures related to toll roads in Texas. My
goal for the subcommittee is to provide a transparent overview of the various funding
mechanisms used to build and lease toll roads and to examine, among other things, the legal
authority that the Department of Transportation and project participants believe authorizes each
type of toll road development and operation and additional options for funding future

transportation projects in Texas.

To begin the subcommittee's work, 1 would like to examine several toll projects that are
representative of the different approaches to both tolling roads and the construction and

operation of those roads. Those projects are:

MO OISR O ER R D D e
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The Dallas-Fort Worth Turnpike/Interstate 30
The Sam Houston Tollway

Westpark Tollway

The Camino Columbia Toll Road

The 121 Tollway

SH 130 Segments 5 and 6

SH 161/Chisholm Parkway

North Tarrant Express Managed Lanes

US 183-A Turnpike

. Central Texas Turnpike (State Highway 130, State Highway 45, Loop 1)
. DFW Connector

. Highway 281

. State Highway 99/The Grand Parkway

JOE C. PICKETT, Chair «+ LARRY PHILLIPS, Vice-Chair
Yvonne Davis, Ruth Jones McClendon, Tommy Merritt, Todd Smith,
Jim Dunnam, Bill Callegari, Ryan Guillen, Wayne Smith, Linda Harper-Brown
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Each of the projects above are different to some degree, whether it is the details of the individual
contracts, the different revenue streams used to fund the project, or how the project changed
from its initial conception to final completion or current reality. For example, it is my
understanding that the Camino Columbia Toll Road began as a private toll road that entered
foreclosure and was ultimately repurchased by the State. I am certain there are other examples
the Department and its public and private project part1c1pants are aware of that would aid the
subcommittee's study of tolling practices.

I request that the Department provide me with a suggested list of examples of every single toll
project (i.e., anything that is a toll road or has toll-related parts including managed lanes,
interchange connectors, etc.) to be studied by the subcommittee that will allow the Members to
develop an in-depth understanding of all historical, current, and future options for toll roads in
Texas. This would include examples of all the different variables that influenced the initial,
interim, and final configuration of all identified projects. If there is another governmental or
private entity who you believe has information related to this study, please identify them.

. Also, please suggest a toll project that addresses each of the relevant variables involved in tolling
and toll finance in Texas and state what those relevant variables are clearly in a separate column
next to the project’s name. The types of information that I, and the members of the
subcommittee, would like to know are: whether there is private financing involved; whether
there is a TIFIA loan involved; whether the state’s gas tax or state bonds have been used and in
what manner, etc. Based on the Department's project suggestions and my list above, I would like
you to prepare a comprehensive chart of all the various mechanisms that have been used to create
toll roads.

Further, for each toll project the department lists, please identify the specific legal authority that
enables the Department and all other project participants to enter into a specific kind of toll road
project. Please describe this clearly in a separate column next to the project’s name with a
specific cite to each relevant section of the Texas Constitution, Federal or state law or regulation,
or other source of law. Similarly, in a separate column, please describe any conflicting or
ambiguous authorities, whether constitutional, statutory, regulatory, or otherwise, that may cause
the public to feel that some toll road projects are, in fact, either unconstitutional or entered into
extra-legally. Lastly, in a third column that addresses legal implications of toll roads in Texas,
please describe in detail any related legislative changes that occurred in reaction to or soon after
each project was initiated or completed.

Finally, for each toll project the department lists, please outline the important details of the
contract stipulations. For example, please list whether or not the contract contains compensation
clauses, non-compete clauses, the specific duration of the contract, etc. Please do so clearly in a
separate column. In a separate column, please also clearly state the status of each project.

After T receive all the necessary information I am asking in this letter to provide, the
subcommittee will hold a hearing and engage in a roundtable discussion of the projects. Again,
our first meeting will be to educate the subcommittee on all of the variations in projects.



For our anticipated second hearing, 1 would like to go through all projects, grouped by type from
the examples used in the first meeting. Toward that end, for the second meeting, I would ask the
Department for an inventory of all toll roads/lanes in Texas, when they were built, under what
legal/constitutional authority, by whom, and with what source(s) of revenue, including toll
roads/lanes that are under development (in the design/construction stages) and those currently in
the conceptual or planning stages. We have not been in the toll road business all that long, so I
do not believe that it would be extraordinarily time-consuming for the Department assemble this
information. If this would impose an undue burden on the Department, please let me know as
soon as possible. Please also include the original toll revenue projections and the actual
collections, and information that would allow the subcommittee to determine whether there are
sufficient revenues to cover the debt payments, road maintenance, etc.

In the end, I would like to develop an exhaustive list of all the options that have been tried and
all the options that are being considered or possible within the existing legal frameworks. I
would like to be able to describe to the full committee and the full House the legal authority for
each option, including the financing options. Most importantly, I would like to start putting this
into terms and concepts that the taxpaying public understands.

I ask that the Department employees assigned to this task work closely with my legislative
director, Jenny Casey, to ensure that the information is comprehensive yet digestible. Please do
not hesitate to contact my office with other questions or suggestions, including suggestions of
other entities from whom we should request the information sought in this letter.

State Representative

CC: The Honorable Joe Pickett
Chairman, House Committee on Transportation
The Honorable Bill Callegari
The Honorable Yvonne Davis
The Honorable Ruth Jones McClendon
The Honorable Todd Smith
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Texas Department of Transportation

DEWITT C. GREER STATE HIGHWAY BLDG. - 125 E. 11TH STREET » AUSTIN, TEXAS 78701-2483 « (512) 463-8585

June 9, 2010

The Honorable Jim Dunnam
Texas House of Representatives
P.O. Box 2910

Austin, Texas 78768-2910

Dear Representative Dunnam:

Thank you for your letter requesting information on toll projects and associated funding
mechanisms to help prepare for hearings of your subcommittee as appointed by House
Transportation Committee Chairman Joe Pickett and provide information related to your interim
charge from Speaker Joe Straus: Study the practices and procedures used in the development
of toll roads and make recommendations as necessary. | apologize for the delay in responding
as it required obtaining data from various resources to attain the most accurate information.
Nonetheless, we certainly appreciate your interest in this area of transportation and your
dedication to acquiring the information necessary to help the committee members, and the

public, make informed decisions.

Your letter requested detailed information on several toll projects representing different
approaches to developing and operating such roadways. For your reference, the table labeled
“Enclosure A" lists the various toll projects under the purview of the Texas Department of
Transportation (TxDOT). It includes project status, responsible entity, types of financing, project
delivery method, key contract stipulations, related applicable laws, and any other relevant
factors that may have changed or influenced the projects. Please note that for those toll projects
included in your request that do not fall under our purview, we listed the appropriate local toll
project entity and recommend contacting those entities for additional information. In addition,
your letter requested a separate column describing any conflicting or ambiguous authorities,
whether constitutional, statutory, regulatory, or otherwise, that may cause the public to feel
some toll road projects are unconstitutional or entered into extra-legally. This column is not
included in Enclosure A as we are not aware of any such provisions for TXDOT projects.

In your letter, you specifically reference the Camino Columbia Toll Road as a private toll project
that entered foreclosure and was ultimately “repurchased” by the State. The project did in fact
originate as a fully private endeavor without direct involvement from TxDOT; however the traffic
did not meet the original projections leading to a default on the bonds. Given the unigue history
of this project, we will be prepared to discuss this project at your hearing(s) to provide additional
details and data on the Camino Columbia Toll Road in a format that you and the members of
your committee will find most helpful.

The table shows that each project is unique with respect to financing, contract stipulations, and
project scope, which reflects the variety of tolling options available under current law. Please
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The Honorable Jim Dunnam -2- June 9, 2010

refer to “Enclosure B” which cites each statute that authorizes these various development and
financing options for toll projects in Texas. “Enclosure C”" provides a summary of the various
project delivery options  authorized under current law and details the advantages and
disadvantages of each option. These options range from traditional approaches, such as
design/bid/build, to more recent approaches, such as concessions and pre-development
agreements.

Finally, “Enclosure D lists every toll road and bridge in Texas and the entity responsible for the
facility. This information had been provided previously by email; however, | thought it would be
helpful to include it with this correspondence to have all of the information together.

We are prepared to provide this and other related information when you and the members of
your committee are ready to hear from us. My staff and | would be happy to research any
additional topics you feel may be helpful or provide more detailed information on the topics
contained in the correspondence.

Your leadership and commitment to the people of Texas as chair of this subcommittee will help
improve mobility in this state. | appreciate all the work you do and look forward to working
together to address our state’s transportation challenges. If you have additional questions or
need more information, please contact me at (512) 305-9501, or should your staff have any
questions, they may contact Caroline Love, Government and Public Affairs Division, a

(512) 463-1965. :
Sincerely,
(D \
/

Amadeo Saenz, Jr., P.E.
~ Executive Director

Enclosures
cc: The Honorable Jim Dunnam, Texas House of Representatives, District Office
The Honorable Joe Pickett, Texas House of Representatives
The Honorable Bill Callegari, Texas House of Representatives
The Honorable Yvonne Davis, Texas House of Representatives
The Honorable Ruth Jones McClendon, Texas House of Representatives
The Honorable Todd Smith, Texas House of Representatives
Leigh Anne Lauderdale, Texas House of Representatives Transportation Committee,
Capitol Office
Texas Transportation Commission
John A. Barton, P.E., Assistant Executive Director for Engineering Operations, TxDOT
Caraoline Love, Government and Public Affairs Division, TxDOT
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ENCLOSURE B
Summary of Tolling Statutes in the Texas Transportation Code

Texas statutes regulating the tolling of public highways and the financing, construction, operation, and
maintenance of toll projects are spread throughout the Transportation Code. Please see below for a
summary of the statutory provisions impacting toll projects. Where only part of a chapter regulates toll
projects, the applicable subchapter or sections are listed.

Title 5 - Railroads

Chapter 91 - Rail Facilities
Section 91.054 - Comprehensive Development Agreements

Title 6 - Roadways

Chapter 201 - General Provisions and Administration
Section 201.001 - Definitions
Section 201.113 - Agreements with Regional Tollway Authorities
Section 201.616 - Annual Report to Legislature
Section 201.707 - Agreements for Service on Regional Tollway Authority Projects
Section 201.907 - Contract for Enforcement
Section 201.943 - Authority to Issue Obligations; Purposes; Limitations

Chapter 203 - Modernization of State Highways; Controlled Access Highways
Section 203.052 - Commission Determination Required
Section 203.0521 - Acquisition of Remainder
Section 203.066 - Declaration of Taking for Toll Project
Section 203.067 - Possession of Property for Toll Project
Section 203.068 - Right of Entry for Toll Project
Section 203.092 - Reimbursement for Relocation of Utility Facilities
Section 203.0922 - Prepayment Funding Agreement for Relocation of Utility Facilities

Chapter 222 - Funding and Federal Aid
Subchapter A - General Provisions
Section 222.032 - Use of Federal Aid for Toll Bridge Construction
Section 222.033 - Interstate Toll Bridges
Subchapter E - Toll Facilities

Chapter 223 - Bids and Contracts for Highway Projects
Subchapter E - Comprehensive Development Agreements

Chapter 227 - Trans Texas Corridor
Chapter 228 - State Highway Toll Projects

Chapter 282 - Toll Underpass or Tunnel in Certain Counties

Chapter 283 - Causeways, Bridges, and Tunnels in Certain Counties

Texas Department of Transportation Page 1 of2 June 2010
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ENCLOSUREB
Summary of Tolling Statutes in the Texas Transportation Code

Chapter 284 - Causeways, Bridges, Tunnels, Turnpikes, Ferries, and Highways in Certain
Counties

Chapter 341 - Private Causeways

Chapter 342 - Ferries and Certain Toll Bridges

Chapter 362 - Turnpikes and Toll Projects

Chapter 363 - County Toll Bridges

Chapter 364 - Toll Bridges in Counties Bordering the Rio Grande

Chapter 365 - Road District Toll Roads

Chapter 366 - Regional Tollway Authorities

Chapter 367 - Municipal Toll Bridges over Rio Grande

Chapter 370 - Regional Mobility Authorities

Chapter 371 - Comprehensive Development Agreements for Highway Toll Projects
Chapter 372 - Provisions Applicable to more than one Type of Toll Project

Chapter 395 - Outdoor Signs and Motorist Information Panels on Toll Roads in Certain
Counties

Chapter 431 - Texas Transportation Corporation Act
Section 431.073 - Project in County of 500,000 or more or Adjacent County
Section 431.106 - Public Safety Rules

Chapter 451 - Metropolitan Rapid Transit Authorities
Subchapter O - Advanced Transportation District

Chapter 472 - Miscellaneous Provisions
Section 472.003 - County Payments for Joint Highway Project

Chapter 680 - Miscellaneous Provisions
Subchapter B - Tolls for Motorcycle

Texas Department of Transportation Page 2 of 2 June 2010
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Delivery Method
Design-Bid-Build

Owner designs (or contracts
for the design of) the project.
Construction bids are
solicited from final plans.
Construction contract
awarded to lowest-priced
initial qualified bid

Advantages
Suitable for all project types

All design is completed and
coordinated before any construction
begins

More accurate project costs can be
determined, as plans are completed
prior to the start of any construction
Process is attractive to all contractors
(large and small)

ENCLOSURE C

Texas Department of Transportation Project Delivery Methods

Disadvantages
Award is based solely on lowest
initial bid price
Owner assumes risk for
completeness and accuracy of
design
Owner assumes risk for quality
control

Design/Build

Owner contracts with a
single entity for the design
and construction of a project.
The design-builder may also
provide maintenance
services on the project for an
extended time (up to 15
years)

Single developer entity at risk for
design and construction, providing
greater efficiency

Contract is usually a fixed-price, so
cost control and budget are
responsibility of the design-builder
Quality control is responsibility of
the design-builder

Opportunity for innovation by
design-builder

Quicker delivery time (combining
design and construction timeframes)
Extended maintenance agrecments
possible

Environmental clearance activities
can be on-going during procurement

Not applicable to all projects.
Particularly smaller projects do
not benefit from combined
activities

Not as familiar a delivery method
to owner, design firms, or
contractors

Concession

Owner contracts with a
developer who is responsible
for the design, construction,
finance, operation, and
maintenance of a project for
up to 52 years.

Reduces (or eliminates) public
subsidy on projects

Developer assumes risk for cost,
schedule, traffic and revenue,
financing, and quality
control/assurance

Allows for greater innovation
Environmental clearance activities
can be on-going during procurement
Opportunity for revenue sharing with
Owner

Not applicable to all projects
Requires greater effort to develop
an agreement that appropriately
addresses potential future risks
Not as familiar a delivery method
to owner, design firms, or
contractors

Pre-Development
Agreement

Owner contracts with a

private developer to plan

future facilities jointly with
#he owner.

Partnership between Owner and
Developer allows for private
industry perspective in selecting
projects for development
Owner retains approval right of
projects developed

Requires effort to develop an
agreement that appropriately
addresses potential future risks

~ Not as familiar a delivery method

to owner, design firms, or
contractors

Initial planning work may not
lead to facility development

93
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ENCLOSURE D

List of TOLL ROADS &
TOLL BRIDGES in TEXAS

STATEWIDE TOLL AUTHORITIES:
1. Texas Turnpike Authority Division of TXDOT

Facilities currently operated by TxDOT:

- CTTS (Central Tx Turnpike System — LP 1 N, SH 45 N, SH 130 Seg 1-4)
- SH 45 Southeast - Austin

- Camino Columbia - Laredo

- Lp49-Tyler

Facilities currently under construction to be operated by TxDOT or by private
contract to TxDOT

- SH 130 Seg 5&6

- DFW Connector (managed lanes)

- North Tarrant Express (1820 / SH 183 managed lanes)

- 1-635/ LBJ Freeway (managed lanes)

REGIONAL MOBILITY AUTHORITIES (Transportation Code, Chapter 370):
1. Alamo RMA

Cameron County RMA

Camino Real RMA

Central Texas RMA

Grayson County RMA

Hidalgo County RMA

Northeast Texas RMA

Sulphur River RMA

LRl U R

Facilities currently operated by Regional Mobility Authorities:
- 183A (Central Texas RMA)

Facilities currently under construction to be operated by RMAs
- Spur 550 /511 (Cameron Co RMA); (construction by TxDOT and CCRMA)
- Lp 49 Extension (Northeast Texas RMA)

- US290 East & US 290/US 183 Interchange (Central Texas RMA)
- 183A Extension (Central Texas RMA)

REGIONAL TOLL AUTHORITIES (Transportation Code, Chapter 366):
1. North Texas Tollway Authority

Facilities currently operated by North Texas Tollway Authority:

Texas Department of Transportation Page 1 of 3 June 2010
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ENCLOSURE D

- Sam Rayburn Tollway / SH 121

- Dallas North Tollway

- President George Bush Turnpike
- SH 161

- Lewisville Lake Bridge

- Mountain Creek Lake Toll Bridge
- Addison Airport Toll Tunnel

COUNTY TOLL AUTHORITIES (Transportation Code, Chapter 284):
Harris County Toll Road Authority (HCTRA)

Brazoria County Toll Road Authority (BCTRA)

Chambers County Toll Road Authority (ChCTRA)

Collin County Toll Road Authority (CoCTRA)

Ft Bend County Toll Road Authority (FBCTRA)

Liberty County Toll Road Authority (LCTRA)

Montgomery County Toll Road Authority (MCTRA)

Waller County Transportation Authority (WCTA)

PRAANMP -

Facilities currently operated by County Toll Authorities:
- Katy (I-10) Managed Lanes (HCTRA)

- Sam Houston Tollway (HCTRA)

- Westpark Tollway (HCTRA)

- Hardy Toll Road (HCTRA)

- Sam Houston Tollway Ship Channel Bridge (HCTRA)
- Fort Bend Parkway Toll Road (FBCTRA)

- Westpark Tollway (FBCTRA)

FERRIES AND CERTAIN TOLL BRIDGES (Transportation Code, Chapter 342):
Los Ebanos Ferry (Privately owned)

COUNTY TOLL BRIDGES (Transportation Code, Chapter 363):
No bridges operating under this chapter.

TOLL BRIDGES IN COUNTIES BORDERING THE RIO GRANDE
(Transportation Code, Chapter 364):
1. Cameron County (3 bridges, one in joint ownership with City of Brownsville:
Gateway, Free Trade, and Veteran’s International bridges)
2. Starr County (2 Bridges, one in joint ownership with Camargo Bridge
Company: Roma — Ciudad Migel Aleman, Rio Grande City — Camargo
bridges)

Texas Department of Transportation Page 2 of 3 June 2010
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ENCLOSURE D

ROAD DISTRICTS (Transportation Code, Chapter 365):
1. Galveston County Road District #1 (1 bridge: San Louis — Vacek Pass

Bridge)

MUNICIPAL TOLL BRIDGES OVER THE RIO GRANDE (Transportation Code,
Chapter 367):
1. City of Pharr (1 bridge: Pharr — Reynosa Bridge)
2. City of McAllen (1 bridge: McAllen — Hidalgo — Reynosa bridge)
3. City of Laredo (4 bridges: Juarez-Lincoln, Gateway to the Americas
International, Colombia-Solidarity, and World Trade bridges)
4. City of Eagle Pass (2 bridges: Camino Real and Piedras Negras bridges)
5. City of Del Rio (1 bridge: Del Rio — Ciudad Acuna bridge)
6. City of El Paso (3 bridges: Ysleta-Zaragosa, Good Neighbor, Paso del Norte
bridges)

NOTE: there are three private toll bridges in operation that are not addressed by
state statutes:

1. B&M Bridge - Brownsville, TX (1908 Federal statute)

2. B&P Bridge - Progreso, TX (1928 Federal statute)

3. Presidio — Ojinaga International Bridge (Tolling of northbound traffic only)

Other International Border bridges:
1. Progreso — Nuevo Progreso International Bridge (Hidalgo County)

2. Anzalduas International Bridge (McAllen)
3. ElPorvenir International Bridge (Fort Hancock)
4. Fabens—Caseta International Bridge (Tornillo)
5. Lake Amistad Dam International Crossing
Texas Department of Transportation Page 3 of 3 June 2010
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Collaborative Projects
TxDOT & The Central Texas Regional Mobility Authority

Since the inception of the Central Texas Regional Mobility Authority (CTRMA) in 2002,
TxDOT has assiduously pursued a strong partnership with the authority. Beginning in 2006 with
the opening of the extension of Loop 1, the CTRMA and TxDOT have worked together to create
a network of inter-connective roadways to relieve congestion resulting from the massive growth
in Central Texas. The Loop 1 Extension, SH 45 and SH 130, also known as the Central Texas
Turnpike System, all provide enhanced connectivity and congestion relief in the north Austin
area. The Loop 1 Extension was built to extend past the former endpoint of Loop 1 to connect to
SH 45. This new system of roadways now provides an east/west connection for residents in
Travis and Williamson counties and connects to IH 35 and SH 130. Additionally, SH 130
(Segments 1-4) is a49-mile tollway located east of |1 35 through Williamson and Travis counties,
extending from IH 35 north of Georgetown to US 183 southeast of Austin. Segments 5 & 6 of
SH 130 are a continuation of the northern segments of SH 130; upon completion, SH 130 will be
a new 91-mile tollway intended to provide needed relief to the congested | 35 through Central
Texas.

In 2005, construction began on the 183A toll road. The project, which extends through Cedar
Park and Leander in northwest Williamson County, opened to traffic in March 2007. During its
first year of operation, the road generated more than 55,000 toll transactions per day, double the
24,600 originally projected. As aresult, the CTRMA is accelerating development of the northern
extension of 183A. Overdl, the 183A project has significantly improved travel times and
reduced traffic on adjacent roadways including US 183.

Traffic on US 290 East between US 183 and SH 130 has increased more than 78 percent since
1990, and the resulting congestion is chalenging the area’s quality of life and economic
prosperity. To address this challenge, the CTRMA is constructing the Manor Expressway. This
project will triple the current capacity of US 290 East between US 183 and SH 130. It will be a
6.2-mile limited-access road, which will include three tolled lanes in each direction, and three
non-tolled frontage lanes in each direction. The new Manor Expressway will be constructed in an
expanded median of the existing US 290 East. The existing US 290 will be widened and
improved and will remain non-tolled. Therefore, drivers preferring not to use the Manor
Expressway will have the option of using these non-tolled frontage roads. Construction on the
first section will begin in early 2010 and portions of the road could begin opening by late 2012.
Once completed, the Manor Expressway will link up with other important roadways in the
region, including US 183 and the new SH 130 toll road.

TxDOT & The Northeast Texas Regional Mobility Authority

The Northeast Texas RMA (NET RMA) was created in 2004 in order to enhance mobility in the
Northeast Texas region. Since its creation, it has grown to include 12 counties. In 2006, the NET
RMA agreed to partner with TXDOT to build key segments of Loop 49. Loop 49 is a proposed
corridor in Northeast Texas that, when complete, will connect Lindale, Tyler, Longview and
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Marshall, Texas, and will provide much needed connectivity with Interstate 20 and the US 59
corridors. The Loop 49 concept is comprised of three key pieces. The first is a 32 mile outer
Loop around Tyler that has been in planning phases for over 30 years. Through traditional
funding sources and local partnerships, TXDOT completed construction on seven miles of this
segment that connects SH 155 and FM 756 on the south side of Tyler. After completion of this
two-phase segment, funding constraints and declining gas tax revenues prevented further
development of Loop 49 through traditional funding sources. The American Recovery and
Reinvestment Act allowed TxDOT to begin construction on an additional 6.2 mile, $38 million
segment connecting SH 31 on the west side of Tyler to SH 155 on the southeast. In addition, the
sale of Proposition 14 Bonds allowed TxDOT to start construction on a fourth segment that will
connect FM 756, south of Tyler to SH 110 on the southeast. When these two projects are
complete, TXDOT will have approximately 16 miles of Loop 49 in operation, connecting SH 31
to the west and SH 110 to the southeast around Tyler. These segments provide much needed
congestion relief for US 69, which currently carries 44,000 cars a day north and south through
Tyler. A portion of this segment of US 69 is among the Top 100 most congested roadways in the
State. Loop 49 provides a much needed east-west corridor and, ultimately, connectivity with 1H
20 alleviating congestion along US 69. The NET RMA recently selected a design-build team and
isin the process of preparing afinancial plan for the sale of bonds that will fund the final western
leg of the Outer Loop connecting SH 31 and IH 20.

The second key component of the Loop 49 concept is the Lindae Relief Route. This
approximate seven mile segment will connect US 69 on the north side of Lindale, TX west and
south to IH 20. This segment will greatly reduce congestion through the city of Lindale by
providing an alternate route from US 69 to IH 20. Currently, there are approximately 24,000 cars
per day travelling US 69 through Lindale, TX. TxDOT is currently completing the final
environmental coordination.

The final component is the Longview Outer Loop, more commonly referred to as the East Texas
Hour Glass (ETHG). This project is still in the conceptual planning phase. Ultimately, this
project will extend east from SH 110 to IH 20 at the Gregg County Line, then north and east
around Longview to US 259, and easterly to US 59 above Marshall, TX. Corridor studies and
environmental studies must be completed before the alignment of the proposed roadways can be
accurately established.

Thanks to the alternative funding sources provided by the American Recovery and Reinvestment
Act and Proposition 14 Bonds, TxDOT has been able to expedite the construction of Loop 49
and provide much needed connectivity and congestion relief through the city of Tyler. TXxDOT
will continue to work through the NET RMA and local partnerships to complete this project.

TxDOT & The North Texas Tolling Authority
The NTTA was created in 1997 in order to address the transportation demands in the Metroplex.
The Authority’s mature system of roadways serves to manage congestion and improve mobility

for the residents in North Central Texas. With aimost 80 centerline miles, the NTTA’s system is
amajor infrastructure component in the North Texas region.
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The Dallas North Tollway provides 32 miles of mobility for residents traveling from Dallas to
the rapidly growing communities in both Collin and Denton counties. The President George
Bush Turnpike is an east/west route that provides a link to the Central Expressway (US 75), the
Dallas North Tollway, IH 35E, and LBJ Freeway (IH 635). It also serves as an alternate route to
the Dallas-Ft Worth International Airport for residents along that corridor. The 26-mile long Sam
Rayburn Tollway, formerly known as SH 121, is a collaborative effort between both NTTA and
TxDOT. TxDOT began constructing the project that travels through cities in both Denton and
Callin counties including Carrollton, Coppell, Frisco, McKinney and Plano; in 2008, NTTA
assumed responsibility for operations, maintenance and construction of the Sam Rayburn
Tollway for the next 50 years. Segments 4 and 5 are still under construction, and the total project
should be complete by 2012. The Lewisville Lake Toll Bridge is a 1.7 mile tolled bridge that
serves as an east/west connection in Denton County across Lewisville Lake. The bridge aso
connects IH 35 to the Dallas North Tollway.

The most recent collaborative effort between TXDOT and the NTTA is certainly one of which
both partners can be proud. In March of 2010, the NTTA agreed to partner with TxDOT on a
financing plan to fully develop the SH 161/Southwest Parkway and Chisholm Trail project.
Knowing the regional significance of providing this additional capacity, TxDOT worked together
with the region to put together a financing package that allows for the projects to be developed in
the near term. This collaborative effort involves an approximately $400 M Transportation
Infrastructure Finance and Innovation Act (TIFIA) loan from the Federa Highway
Administration; approximately $330 M in funds advanced by the Regiona Transportation
Council (RTC); and, the issuance of bonds by the NTTA supported by the projects toll
revenues. TxDOT is supporting the development of the project by providing atoll equity loan to
guarantee payment of eligible costs associated with the development, operation and construction
of the SH 161 project. Asthe North Central Texas region continues to grow to the north, east and
west of Dallas/Ft Worth, the NTTA continues to grow with it by providing many alternate routes
to more effectively and efficiently transport the region’ s residents.

TxDOT & The Harris County Toll Road Authority

As the most populous county in Texas and one of the most populous in the Unites States, Harris
County requires an extensive transportation infrastructure system to address its mobility needs.
The Harris County Toll Road Authority (HCTRA) was created in 1983 to construct toll roads in
the rapidly growing Harris County region. Since 1988 with the opening of its first project, the
Hardy Toll Road, HCTRA has continued its efforts to keep up with the demands of the traveling
public. TXDOT and HCTRA have enjoyed a long-standing, mutually beneficial and productive
relationship for many years dating back to the inception of the Beltway 8/Sam Houston Tollway
system devel opment.

Following the Hardy Toll Road, HCTRA built an outer loop around the Houston area: the Sam
Houston Tollway. TXDOT and HCTRA worked collaboratively in the development,
implementation and construction of the Beltway 8/Sam Houston Tollway system infrastructure
in use today. In particular, TXDOT and HCTRA made joint investment in constructing the
roadway. HCTRA funded the construction of the main lanes, while TXxDOT paid for the
construction of the major interchanges where the Sam Houston Tollway crossed TXDOT existing
facilities in various locations including: IH 45 North and South; 1-10 East and West; and US 59
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North and South. Additionally, both TXDOT and HCTRA worked together to innovatively enter
into an agreement allowing for the exchange of assets (including infrastructure and monies)
related to the transfer of ownership of the Beltway 8 Ship Channel Bridge, constructed by the
Texas Turnpike Authority. The agreement and exchange ultimately allowed for an accelerated
implementation of the Beltway 8 East and South system that significantly improved system
connectivity. The Sam Houston Tollway provides connectivity to IH 45, IH 10 and US 59 and
serves to move traffic around the city of Houston in a more efficient manner. The Westpark
Tollway is a 19 mile route that serves the residents of west Houston and provides access to US
59, the Sam Houston Tollway and SH 6.

The Katy Managed Lanes project opened to traffic in April of 2009. As the first roadway of its
kind in Texas, the Katy Managed Lanes project will provide a more flexible option for
commuters traveling between SH 6 and IH 610 West by utilizing “dynamic pricing”. Dynamic
pricing means that the toll rate changes based on variables such as the amount of traffic on the
roadway and the time of day. The project is a collaborative effort between TxDOT, HCTRA, the
Federal Highway Administration and Houston METRO. HCTRA partnered with TXDOT in
order to leverage funding for the project so it could be built in less time and for less money to
provide a much-needed option for commuters traveling the congested Katy Freeway; HCTRA is
responsible for operating and maintaining this transportation asset.
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TEXAS HOUSE OF REPRESENTATIVES

A
f:(".
i
= 73 RuTtH JoNEs MCCLENDON
\ il / State Representative, Districe 120
S
COMMITTEES: TEXAS LEGISLATIVE ORGANIZATIONS:
Rules and Resolutions - Chair ’ Mexican American Legislative Cenicus
Appropriations Texas Legisiative Sportsman's Cetticns
Transperrtation ' Texas Tourism Cauicris
Sunset Advisory Commission Texas Legislative Black Cancus
November 24, 2010

The Honorable Joe C. Pickett
House Committee on Transportation
Capitol Extension, Room E1.308
Austin, Texas 78701

Dear Chairman Pickett,

Please consider these comments for preparing the report on the Speaker’s Interim Charge we have been
studying jointly with the House Committee on Agriculture, which was stated as follows: "Study the safety
and efficiency of the existing agriculture-related transportation infrastructure. Consider the air, ground, and
rail transportation needs of rural Texas and analyze the effect on economic development.”

As you are probably aware, the Texas Rail Plan was adopted by the Transportation Commission on
November 18th [see http://www.txdot.gov/public_involvement/rail_plan/trp.htm]. The Plan makes it
undeniably clear that the agricultural industry in Texas depends substantially on heavy rail for the transport
of commodities within Texas, and in interstate commerce.

For example, the Association of American Railroads (AAR) reported that Texas ranked second in 2008 in
tons of coal and farm products terminated, indicating a strong demand from other states for coal and farm
products. In the major railroad commodity groups terminating in Texas, the tonnage of coal and farm
products transported increased 32% between 1991-2008, from 19,373,633 to 25,550,893 tons. Between
2002-2007, farm product transportation moving through Texas by rail increased from 6.77 million to 8.38
million tons. Out of 96.6 million tons of commodities originating in Texas, 5 million tons of farm products
and 3.5 million tons of food products were moved by rail. The West Texas Region Freight Study of the
Rail Plan projected that the overall freight rail tonnage for the West Texas Region will more than double by
2025, and the rail movement of agricultural products (including corn grain, ethanol plants, feed
supplements, dairy industry, and cotton) show a projected increase of tonnage by 151 percent.

This clearly illustrates that the statewide transportation plan must include systematic, substantial
contributions to the Rail Relocation and Improvement Fund. Our foresight in meeting freight rail needs
will be essential to the continued growth of the agricultural industry in Texas and to our role in interstate
commerce.

Respectfully submitted,

&
th Joges McClendon

ce: The Hon. Joe Straus, Speaker; Members, House Committee on Transportation; Members, House
Commiittee on Agriculture and Livestock; Ms. Deirdre Delisi, Chair, Transportation Commission

District Oftfice: 403 S, WW, White, Suite 210 * San Antonio, Texas 78219 « {210) 225-2107 » Tax (210) 333-7700
Capitol Office: PO, Box 2910 # Austin, Texas 78768-2H10 « (512) 463-0708 * Fax (912) 463-7071
Enail: ruth.mcclendon@ house seate.tsus * 1-800-618-2785
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