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While the 82° Regular Session of the Texas Legislature was datethby high profile issues
such as the budget, redistricting, voter identifamga and school finance, a considerable volume of
important transportation legislation was passed sigded into law by Governor Perry. The “sunset”
legislation for the Texas Department of Transpate(*“TxDOT") received approval; regional mobility
authorities (“RMAs”) will experience the most sifjpant change in governing legislation since the
enactment of HB 3588 in 2003; and the immediaterr&utof comprehensive development agreements
(“CDASs” or public private partnerships) in Texasshzeen determined.

Entering the session the State was facing a butgtt of $4.3 billion’ That did not bode well
for any meaningful increases in transportation fagdand indeed little progress was made beyond the
Legislature’s authorization of the issuance of #8oh in previously approved Proposition 12 (Gealer
Obligation) bonds. However, the fact that TxDOigdget was not significantly impacted at a time mwhe
many other state agencies were hit with fundingicédns was a positive sign for transportation adves.

For a variety of reasons the tenor of the sessitinregard to transportation issues was much less
contentious than the 8IRegular Session. Several bills approved by thgislaure were the same or
similar to legislation considered in the previoesson but which did not pass due to events umekle
their content. In addition, TXDOT has implementedny of the changes recommended in HB 300 (the
TxDOT sunset bill which did not pass in 2009), da$ generally received high marks for beginning the
process for change as suggested by the widelygizddi Grant Thornton repoftt. Furthermore, SB 792
(passed by the 80Legislature) calmed the waters of previous disputetween TxDOT and local toll
project entities (“LTPEs® and anti-toll sentiment seems to have given wape¢ realization that the state
is facing estimated transportation infrastructueeds of $270 billion between 2011 and 202fd there
are few politically feasible alternatives to genierthe funds needed to meet those needs.

As a result of the volume of legislation passéds bverview is divided into two parts. The first
appears below and is a general summary of billpasficular significance. The second part congi$ts
attached appendices which contains detailed suremafiindividual pieces of legislation or topics.

! Biennial Revenue Estimate 2012-2013, at 2 (Tex. @ovler January 2011) available at

http://window.state.tx.us/taxbud/bre2012/96-402_BR®L2-13.pdf

2 Grant Thornton Management and Organizational @&evi Final Report (May 26, 2010) available at
http://www.txdot.gov/about_us/commission/2010_megtidocuments/gt. pdf

3 Local toll project entities, or LTPEs, are defina Sec. 228.0111(a)(1), Transportation Code eitsgpbcomprised of
RMAs, county toll road authorities (e.g., HCTRAndaregional toll authorities (e.g., NTTA).

4 2030 Committee, It's About Time: Investing in isportation to Keep Texas Economically Competiti&arch
2011); (estimate is of amount needed to maintain 1020 conditions)  available at
http://texas2030committee.tamu.edu/documents/figaR011_report.pdf
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Significant Leqislation Passed
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Primacy (SB 19)
(See Appendix “A” for a detailed summary)

Senate Bill 19 was the culmination of an extengffert by Sen. Robert Nichols to define a process f
determining which toll project entity (i.e., TxDQ3F a LTPE) would have the first option to develok
project within a region. SB 792 enacted during 8¥h Regular Session (now embodied in Section
228.0111 of the Transportation Code) provides @ty process, but it is combined with a cumbersome
and inefficient “market valuation” process, andgtsvisions are set to expire on August 31, 2011.

SB 19 generally grants a LTPE the first option évelop a project, but that option must be exergiaed
certain project implementation steps taken, witinescribed time periods. In general, these are:

> A LTPE has 180 days from the initiation of the prss to exercise its right of primacy (i.e., its option
to develop the project).

» |If primacy is exercised, the LTPE has 180 days fibiat date to initiate the project development
process by advertising the procurement of requsegdices.

» A LTPE has 2 years from the date of exercise ofigfist of primacy (or the date that environmental
clearance is achieved) to enter into a construct@mnract.

» If a LTPE declines to exercise its right of primgoy fails to meet one of the other deadlines), DD
then has 60 days to exercise its option to deviflegproject.

» If TXDOT exercises its option, it is subject to $e@me implementation deadlines as a LTPE.

Note that there is no order of priority as to popjeelivery methods (as was the case in SB 17 filettie
81" Legislative Session), which corresponds to thgeptospecific-authorization for CDA projects (see
discussion of SB 1420 below). As a result, an @sgerof primacy can be made without regard to the
anticipated procurement method. Furthermore, tkercise of primacy over a phase of a project is
considered an exercise of primacy over the entigept, with additional phases to be built as the
developing entity determines them to be financitdsible.

SB 19 replaces the market valuation process arefaesther procedural steps required under cutasnt
For example, no agreement between a LTPE and TxB®ferms and conditions is required, MPOs will
not be required to approve terms and conditiond,there is no required financial commitment to gioe
that must be made in connection with an exerciggriafacy. The bill makes other improvements ad,wel
including defining the process for required accegsand use of, state highway system right-of-way;
provisions requiring sharing of project relatedoimhation; and provisions for valuing right-of-way the
event of a transfer of ownership.

SB 19 should foster a much more collaborative dfidient effort among toll project entities and T
in the project implementation process.

Governor Perry signed SB 19 into law on June 11126ffective immediately.

Design/Build and Design/Build/Finance Authorization— RMAs (SB 1420)
(See Appendix “B” for a detailed summary)

In Texas, the phrase “comprehensive developmerdgeagent” (or “CDA”) generally means a contract
which includes, at a minimum, design and constouctelements, and may also include financing,
operation, maintenance, extension, expansion dret éeature§. That means a CDA can be anything from
a relatively simple design/build contract to a ctiogted “concession” agreement spanning 52 yed&ies (t

® The initiation of the process is tied to variouti@ts- see description in Appendix “A”.
5 See, e.g., Sections 223.201(b); 366.401(b); 3UB, Transportation Code.
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maximum term allowed under Texas lalw)The opportunity for confusion based on the genese of the

term CDA is obvious.

4

With a few project specific (or geographic) exceps, the authorization for RMAs and TxDOT to enter
into concession CDAs expired August 31, 2009, aritiaxization to enter into design/build CDAs is &et
expire on August 31, 2011. For RMAs in particulae potential loss of design/build CDA authority is
critical, as it has been the primary delivery metfar RMA projects throughout the stdte.

As a result Sen. Kirk Watson filed SB 1138, whials {iled) would have extended RMA design/build and
design/build/finance CDA authority (but would natve affected, or extended, concession CDA authority
After concerns were voiced by representatives efTtexas Council of Engineering Companies (“CEC")
and the Associated General Contractors (“AGC"),. S¥atson facilitated discussions which resulteé in
revised approach—a new chapter in the RMA Act aiimg design/build (“d/b”) and design/build/finance
(“d/b/f"y authority for RMA projects, but completelindependent of the CDA process. This marks a
significant improvement over existing law, as agsoan with the CDA process for design/build cootsa

had caused confusion with the more controversiatession agreements and saddled design/build CDAs
with a myriad of procedural requirements that watended to address issues raised by concessiors CDA

Rep. Larry Phillips, Chairman of the House Trangg@an Committee, was the House sponsor of the
companion bill to SB 1138. Rep. Phillips was aldeirtclude the d/b and d/b/f process reflected m th

revised SB 1138 in the TxDOT sunset bill (SB 14&0pugh a floor amendment. Therefore, while SB
1138 did not pass independently, its provisionsukhde enacted by virtue of passage of the TxDOT
sunset bill.

The process for procuring a d/b or d/b/f projeademthis approach is generally similar to the psscesed
in connection with design/build CDAs (and is delsed in more detail in Appendix “B”). Notable feeds
of the d/b and d/b/f legislation include:

A RMA is authorized to enter into a maximum of B d@hd d/b/f contracts in any fiscal year.

There is a mandatory stipend requirement for uressgfal proposers of 0.20% of the contract price.
There is a permissive stipend provision for promgats terminated prior to contract execution.
Awards must be based on a combination of techriodl price proposals, with pricing weighted at
least 70%.

The d/b/f tool is available for all RMA “transpoti@n projects”™ a term defined broadly under the
RMA Act.

There is no expiration date for RMA d/b and d/hsfterity.

YV VYV
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Design/Build — TXDOT (SB 1420)
(See Appendix “B” for a detailed summary)

Under current law TxDOT has authority to use d/tagsocurement process for tolled projects. One of
TxDOT’s objectives this session was to secure drthaity for tolled and non-tolled projects. That
authority was included in SB 1420, and in fact sdeled after the RMA d/b and d/b/f language desdib
above and in Appendix “B”. Highlights of the TxDQilb authority include:

» TxDOT is authorized to enter into 3 d/b projects fiscal year through August 31, 2015 (which
coincides with the next time that TXDOT will undergunset review).

» The d/b tool is available for TXDOT “highway profet(i.e., tolled or nontolled).

» The minimum project size for a TxDOT d/b projec$&0 million.

" A concession CDA is a CDA that, in addition te thesign and construction elements of a projes, iacludes long-
term finance, operations, and maintenance feataesled with a long-term contractualationship.

8 RMAs have relied on design/build CDAs because ef tisk transfer inherent in design/build CDA contsa
financial market acceptance; and the lack of extenfinancial resources to absorb delays, costramsr and other
project risks.

3
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There is a mandatory stipend requirement for uressgfal proposers of 0.25% of the contract price.
There is a mandatory stipend requirement for piEments terminated prior to contract execution.

Awards must be based on a combination of techriodl price proposals, with pricing weighted at
least 70%.

4
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While similar in process, there are differencesveen the TxDOT and RMA d/b authority under SB 1420.
Most notably, the RMA authority allows for the inslon of financing in a d/b procurement; TxDOT
(which has the resources of Fund 6 available)nistéid to d/b only. TxDOT has a minimum projectesiz
requirement (RMAs do not), and the TxDOT stipendoant is slightly higher than the RMA stipend
amount. Further, the TXDOT authority will be suttjeo review in 2015, whereas the RMA authoritpdg
subject to expiration.

Comprehensive Development Agreements (SB 1420)
(See Appendix “B” for a detailed summary)

As noted above, subject to a variety of exceptig®eral concession CDA authority for TxDOT and
RMAs expired on August 31, 2009. Efforts were medeng the regular and special sessions of tiie 81
Legislature to extend CDA authority, but those effdailed.

The emphasis from early in the"8Regular Session was on authorizing CDAs on a ptajeecific basis.
This project-specific approach reflected the pmiee of Sen. Williams, Chairman of the Senate
Transportation Committee, and was a concept thpat Rhbillips seemed to agree with, although the ldous
and Senate differed in their approach to the reguauthorizing legislation (Sen. Williams wantedeaies

of “single-shot” project specific bills; Rep. Plijls preferred to combine projects within one or enoitls).
The compromise is reflected in SB 1420, which arfles the following projects to be developed as
concession CDAs:

TxDOT Authorized Concession CDA Projects

State Highway 99 (Grand Parkway)

IH 35E Managed Lanes (from IH 635 to US 380)

North Tarrant Express (Segments 2E, 3A, 3B, 3C,41d
SH 183 Managed Lanes (from SH 161 to IH 35E)

SH 249 (from Spring-Cypress Road to FM 1774)

SH 288

US 290 Hempstead Managed Lanes (from IH 610 to §H 9

VVVYVYVVY

TxDOT or RMA Authorized Concession CDA Projects

» Loop 1(MoPac Improvement) (from FM 734 to Cesar &z

» US 183 (Bergstrom Expressway) (from Springdale Rod@atton Ave.)

» A project consisting of the Outer Parkway (from @&83 to FM 1847); and the South Padre
Island Second Causeway (from SH 100 to Park Ro8&yl 10

Note that with the exception of the Grand Parkwipmjects must have secured environmental clesran
by August 31, 2013, and the authorization to eimiera concession CDA expires August 31, 2015 (eixce
the Grand Parkway). In addition, for the projemtishorized for development by a RMA, TxDOT may not
provide financial assistance to support the CDAcprement process.

Governor Perry signed SB 1420 into law on June2011. The bill takes effect September 1, 2011 jgixce
for provisions relating to concession CDAs, whiake effect immediately.

® SB 1719 was also passed, which requires TxDOT herdto the terms and conditions agreed to in aayigus

market valuation waiver agreement for the Grandway.
10 Provisions were included to exempt facility agrents for the indicated segments from further itipe bidding
so that they can be awarded to the previously ele€€DA developer for the entire North Tarrant E2gs project.
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RMA Clarification Bill (HB 1112)
(See Appendix “C” for a detailed summary)

4

Based on lessons learned from previous financigsactions, as well as requests from local goventsne
for additional types of project authority, RMAs gl clarification to provisions of Chapter 370 bkt
Transportation Code (the “RMA Act”) last sessiordaafter those efforts proved unsuccessful due to
reasons unrelated to the content of the propoggidldéon, again during the 82Regular Session. The
clarification language was embodied in HB 1112 spoed by Rep. Phillips and Sen. Nichols. In gdnera
HB 1112 does the following:

» Authorizes RMAs to develop and operate parking cstmes and to develop projects within a
transportation reinvestment zone.

» Clarifies language authorizing expenditure of fyndsmputation of surplus revenues, expenditures of
feasibility funds, and the ability to issue refumglibonds.

» Grants RMAs the ability to use the toll collectiand enforcement powers available to other toll
authorities.

» Expressly authorizes RMAs to develop projects ilordmnation with cities or counties that have
created a transportation reinvestment zone or pkdg additional revenue source.

Governor Perry signed HB 1112 into law on June2D1,1, effective immediately.

Transportation Reinvestment Zones (HB 563/HJR 63/SR420)
(See Appendix “D” for a detailed summary)

In 2007, legislation was passed authorizing thenfdion of transportation reinvestment zones (“TRZs”
In general, a TRZ can be established by a cityoamty by designating an area around a transpomtatio
project and capturing the increase in ad valorenrésenue which can then be dedicated to the fingnc
of the project. A TRZ operates somewhat like a iteorement reinvestment zone, but the formation
process is streamlined, oversight is vested in dbgerning body which forms the TRZ, and the
administration is simplified.

The initial TRZ legislation suffered from a variet§y constraints, the biggest of which was that &ZTR
could only be used in connection with a projectalhieceived pass-through funding from TxDOT. This
session Rep. Joe Pickett and Sen. Nichols filedslEtgon (HB 563 and its companion, SB 538) to
significantly improve the use of TRZs by, amongestimprovements, expanding the use of TRZs beyond
pass-through projects. Rep. Pickett also filedslagon (HJR 63) authorizing a referendum to amérel
Texas Constitution to allow counties to issue boseisured by TRZ revenues (the existing constitation
language does not include this express authorizétiocounties). Both the legislation and the refelum
language were passed by the Legislature. In addibecause HIR 63 passed later in the sessiorH@nd
563 had already been passed), certain conformimguiege was also included in SB 1420. Between these
three legislative actions, the utility of TRZs atoal to generate local funding for projects shaogdgreatly
expanded.

Among the improvements made to the TRZ statutes are

De-coupling TRZs from the pass-through program.

Authorizing TRZs to be used fany “transportation project” (as defined in the RMAtAc
Improving the county collection mechanism.

Improving flexibility for municipal use of a TRZ.

Requiring delegation of project development autlyan certain instances.

Allowing TRZs to capture local sales tax incrementsuse in funding pass-through projects.

VVYYVYVY



Several TRZs have already been formed (some inipation of the TRZ legislation described abovenbei
passed), and they are likely to become a more pogabl for local governments given the breadth of
projects for which they can be used and the lackvailable project funding from state and fedeaairses.
Details concerning the combination of TRZ legiglatare set forth in Appendix “D”.

Governor Perry signed HB 563 into law on June 12,12 The bill takes effect September 1, 2011. HJR
63 will be presented to the voters at an electioiNovember 8, 2011.

Environmental Review Process (SB 548/HB 630/SB 1420
(See Appendix “E” for a detailed summary)

One of the most time consuming steps in the dewedop of a transportation project is securing the
necessary environmental clearance. The processidimg so can involve multiple agencies and an
extraordinary amount of time. Senators Nichols &Wdtson, along with Rep. Pickett, responded to
concerns about the process, including the impabtdt on locally funded projects, by filing legigtet
which initially authorized TXDOT and local entiti&s provide funds to reviewing agencies in exchaioge

a commitment to expedite project reviews. Howetlaqugh further work with TxDOT and local entitjes
including primarily representatives of Williamsomhty and RMAs, a much more detailed process was
developed which allows a local government sponswiyding a LTPE) to prepare the environmental
review documents for a project, subject to TxDOView and approval, and includes specific time frame
for completion of the review process. That ledislawas repeated in several places in virtualgniital
form (SB 548, HB 630, and SB 1420) and each obthe was passed by both the House and Senate.

Highlights of the new process include:

» TxDOT must, through rulemaking, adopt standardsterenvironmental review process.

» The standards are to include timelines, requirederd, and a process for resolving disputes.

» The expedited process will be available for prgeitentified in the financially constrained portiof
the STIP or UTP; identified by the Commission; ocdl projects (with local government sponsors)
subject to review (provided that the local governtrgponsor must pay a fee).

» For projects qualified for the expedited reviewadknes for decisions (or responses) by TxDOT are
imposed by statute.

» TxDOT and a local government sponsor may enter amoagreement to assign relative roles and
responsibilities of the parties; FHWA may be a paxt well.

» TxDOT, a county, or a LTPE may provide funding tatate or federal agency in order to expedite
environmental reviews.

Once again, this is a fundamentally different applo aimed at expediting the environmental review
process. Details are set forth in Appendix “E”.

Governor Perry signed HB 630 and SB 548 into lawame 17, 2011. Both bills take effect September 1
2011 with the exception of Transp. Code § 222.088thprization to provide assistance to expedite
environmental review) in SB 548, which takes effeuinediately.

TXDOT Sunset Bill (SB 1420)
(See Appendix “F” for a detailed summary)

Significant aspects of the TxDOT sunset bill haeerb discussed above (e.g., d/b and d/b/f; CDAs; TRZ
language, and environmental reviews). Other mig@tures of the sunset bill include:

» TxDOT is required to undergo sunset review agaih years (2015).

» The structure of the Transportation Commission iem¢he same (i.e., 5 gubernatorial appointees),
but the “rural” member must now come from a couwith a population of less than 150,000 (the
current commissioner is grandfathered).

» TxDOT is required to adopt a compliance program.

6
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» Modifications are required to the planning procasd related documents.
» For certain TXDOT toll projects in which a privasector entity has an interest in performance, a
committee comprised of representatives from TxD@®E,local MPO, each city and county which has
contributed funding or ROW to the project, and tHePE for the area (if any) must determine the

tolling structure and methodology, distribution fafiancial risk, and method of financing for the
project.

4

Other Bills of Interest
(See Appendix “G” for a detailed summary)

A variety of other legislation was also passed Wwhiight, directly or indirectly, impact tolling and
transportation infrastructure developmeriome of these are listed below; a more complete desonp
appears in Appendix “G”".

» SB 18- comprehensive reform of eminent domain. Agnother changes, it requires that an entity
authorize the initiation of a condemnation procegdat a public meeting and by a record vote.
Governor Perry signed SB 18 into law on May 19,2 @ffective September 1, 2011.

» HB 1201- removes references to the Trans Texasidoorrand authorizes the Transportation
Commission to establish speed limits of up to 85hrop certain parts of the state highway system.
Governor Perry signed HB 1201 into law on June2D1,1, effective immediately.

» HB 1274- defines military vehicles for purposesexemption from paying tolls. Governor Perry
signed HB 1274 into law on June 17, 2011, effectimmediately.

» HB 2327- establishes a pilot program to allow bokraise of shoulders of certain highways (in Bexar,
El Paso, Tarrant and Travis Counties). GovernonyRetoed HB 2327 on June 17, 2011.

» SB 731- requires payment of a non-refundable febeattorney general’s office for legal sufficignc
reviews of CDAs. Governor Perry signed SB 731 late on June 17, 2011, effective immediately.

» SB 1048- authorizes governmental entities to enterpublic-private partnerships for certain faoils
and infrastructure (excludes projects on the dtigaway system). Governor Perry signed SB 1048
into law on June 17, 2011, effective Septembe01,12

» HB 2729- authorizes local governments to select dedignate a developer-agent for projects.
Governor Perry signed HB 2729 into law on June2D1,1, effective immediately.

Funding

House Bill 1 is the Appropriations Bill which estshes the state budget. As it relates to TxDQiE, t
Legislature appropriated approximately $10.5 hillifor FY 2012 and $9.3 billion for FY 2013. The
Legislature also authorized the issuance of $®hilbf Proposition 12 bonds, to be used as follows:

$1.4 billion for rehabilitation and safety projects

$600 million to fund metropolitan and urban molilirojects

$500 million for nine specified bridge projects yaremaining funds can be used for other bridge
projects)

$300 million for planning and feasibility studiesjtsourced engineering work, ROW acquisitions, etc.
for the most congested roadway segments in thenfmst congested areas in the state

$200 million for statewide connectivity projects

YV V VVY

Note that none of the Proposition 12 bond procelealge been directed for deposit into the State
Infrastructure Bank. That was, based on previagsslation, the intended use for $1 billion of the
Proposition 12 bonds, but none of that money hasleen directed to the SIB.

Governor Perry signed HB 1 into law on June 17,12@ithout changes to the provisions referenced abov
The bill takes effect September 1, 2011.

While HB 1 was passed by the House and Senatgadtimn of the budget related to school finance was
not adequately addressed in legislation. ThereBweernor Perry called a Special Session (whictabeg

7
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the day following the end of the Regular Sessiondddress school finance and also legislationae|sd
healthcare cost containment. The “call” for thessen has since been expanded to include legislatio
related to congressional redistricting, the operatif the Texas Windstorm Insurance Associatiod, the
abolishment of “sanctuary cities”. It is not exfeet that the legislature will address any transgimm
issues or the budget as it relates to TXxDOT or Rheposition 12 bonds during the Special Session;
however, it is not impossible that adjustmentsrie or both could be made.

Appendices

Appendix “A”- Summary of SB 19 (Primacy)

Appendix “B”- Summary of Design/Build, Design/Bulinance and CDA Provisions of SB 1420
Appendix “C"- Summary of HB 1112 (RMA Clarification

Appendix “D"- Summary of HB 563/HJR 63/SB 1420 (fisportation Reinvestment Zones)
Appendix “E”- Summary of SB 548/HB 630/SB 1420 (tommental Review Process)

Appendix “F’- Summary of SB 1420 (TxDOT Sunset)

Appendix “G”- Summary of Other Bills of Interest

The foregoing and the attached appendices areimelyded to be a summary of results of th& &gular
Legislative Session. Interested parties shoulduaibthe text of specific legislation concerningge and
application of changes to law and provisions ofvimesly enacted laws. Questions may be directed to
Brian Cassidy, (512) 305-4855bdassidy@lockelord.com Lori Fixley Winland (512) 305-4718
(Iwinland@lockelord.com or Brian O'Reilly (512) 305-4853%0reilly@lockelord.com




Appendix “A”

SUMMARY OF SB 19
(Primacy)

The passage of SB 792 in 2007 was intended, in fjoaresolve disputes over which toll project gni.e.,
TxDOT or a local toll project entity or “LTPE”") wdd have the first option—or right of “primacy’— wevelop a
toll project in a region. The process required an8B 792 included the preparation of a “markeuatbn”
analysis of toll projects; financial commitmentsdito the market valuation results; and additigmatedural steps
prior to an exercise of primacy rights. The SB f®2cess was successful at resolving potentialutispover
development rights, but the market valuation pregesved to be cumbersome, costly, and inefficient.

Soon after the 8D Legislative Session Sen. Robert Nichols began feorteo streamline the primacy
process. He worked with all types of toll projedtities (i.e., TXDOT, RMAs, county toll road authi@s, and the
North Texas Tollway Authority) and ultimately despkd a consensus proposal which delineated a prdoes
determining primacy while eliminating the cumbersomarket valuation process. The concepts develbpeiien.
Nichols were embodied in SB 17 filed during thé' 8&gislative Session. Despite having broad suppBri7 died
on the House calendar (along with hundreds of difiks) behind the Voter ID bill.

Sen. Nichols furthered his effort following the*8llegislative Session and continued working with tible
project entities and others to refine the primamycpss and address related issues. The stakeswenrehigher at
this point, as the process required under SB 7923gato expire on August 31, 2011 (with the exoepdf some
limited project specific protections). The rexfltSen. Nichols efforts, in collaboration with ttedl project entities,
was SB 19 filed in the 82 Legislative Session. It was co-authored by Sesafhapiro and Watson, and was
sponsored by Rep. Wayne Smith in the House. Atmabill had broad support in the legislature, aftthmately
passed unanimously in the full Senate and overwihglmin the House. SB 19 was sent to the GoveomMay
26, 2011. Governor Perry signed SB 19 into lawame 17, 2011, effective immediately.

SB 19 does a number of important things, as stt fielow:

Primacy Process

SB 19 describes the process by which the firdbopb develop a toll project is determined. Imegel, it
provides that:

» A LTPE has the first optiorto develop, finance, construct, and operate gtojlect.
» Theprimacy determination process may be initiatad follows:

« A LTPE may initiate the process once an MPO approves the inclusion fopect in the
MPO's transportation improvement program.

«  TxDOT may initiate the processnce an MPO approves the inclusion of a projethénMPQO’s
transportation improvement program and (i) if thejgct is subject to federal environmental
approval, a Finding of No Significant Impact (FONShas been issued or the Final
Environmental Impact Statement (FEIS) has been #tduhfor approval; or (ii) if the project is
subject to state approval, TXDOT has issued a FQ@NX8&as approved the FEIS.



» Thetime period for exercising an optioto develop a project is determined as follows:

A LTPE has 180 days after initiatiomf the process to exercise its option to develppogect.
(That period will be extended if a record of demis(ROD) has not been issued for a federal
environmental approval within 60 days after thecess has been initiated, in which case the
period will be 120 days after the approval is isjue

If the LTPE declines the option or fails to acthiit the required tim&@xDOT will have 60
daysin which to exercise its option to develop, financonstruct, and operate the project.

» Thetime period for developing a projedifter primacy rights have been exercised is deteunas

follows:

If a LTPE exercises its optioto develop a project, it must:

= Advertise for the initial procuremenof required services (including desigmjthin
180 daysafter the date the option is exercised or the datéronmental clearance is
achieved; and

= Enter into a contract for construction of the proge within 2 yearsof the later of the
date the option is exercised or the date enviromahetearance is achieved.

If TXDOT exercises its optioto develop a project (after a LTPE has declinedbijition or
fails to adhere to the time requirements) it must:

= Advertise for the initial procuremenbf required services (including designijthin
180 daysafter the date the option is exercised or the datéronmental clearance is
achieved; and

= Enter into a contract for construction of the proge within 2 yearsof the later of the
date the option is exercised or the date enviromtahetearance is achieved.

» Other Primacy Related Issues:

An exercise of primacy over a phase of a project isexercise of primacy over the entire
project, with additional phasego be developedhenthe toll project entity determines them
to befinancially feasible

TxDOT and a LTPE may enter into an agreement gddnitiation of the primacy process
allocating responsibilities for project developmantd may agree to an early initiation of the
primacy process.

TxDOT and a LTPE may agree to waive, decline, oteakteps in the process.

After initiation of the primacy proces$xDOT must share project-related informatiofe.g.,
T&R estimates, plans, specifications, environmestiatlies, etc.) with the LTPE; if thedf PE
declines its option or fails to act timely, ntust share project-related information with
TxDOT. If either entity enters into a construction cawntr it must reimburse the other for
shared project-related information that it uses.

Environmental reviewsmay begin before the initiation of the primacy pss. If a LTPE
exercises primacy for a project for which the eominental review process has not begun, it
must start that process within 180 dag§exercising its option.
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« If a project is located in an area where more thiae LTPE operates, the first entity to have
constructed toll projects in the area is the onexircise the option on its own behalf or at the
request of the other entity.

Use of Right of Way (“ROW")

>

SB 19 also contains provisions addressing prajeglementation issues and use of ROW.

TXDOT mustassista LTPE in implementing a project for which the LTIRES exercised its optidoy
allowing the LTPE access to, and use of, state higly system ROW

e TxDOT may not require payment for such use or agcescept taeimburse third party
costsactually incurred by TxDOT as a result of such asd to reimburse the actual (i.e.,
historical) costof ROW transferred to the LTPE.

e A LTPE may agree to pay a revenue shaffer a time and amount to be determined) as
reimbursemenfor the cost of ROW

* Payments for ROW received by TxDOT must be spenbfioer projects in the district where
the toll project is located.

* TxDOT must reimburse a LTPE for its cost of ROW usby TxDOTfor a project that will
be developed by TxDOT.

» All requirements for reimbursement may be waiveglagreement.

TxDOT and a LTPE must enter into an agreement efuse of state highway ROW which ensures that
construction of the project complies with state etkral law and protects TxDOT from damages.

TxDOT and a LTPE can agree to remove a toll projdotm the state highway systeand transfer the
ROW to the LTPE.

Other Provisions

Other issues addressed by SB 19 include:

TxDOT must use surplus toll revenues for other goty in a “region” where the project is locatedt(no
within a department district, as provided in cutrbaw). A “region” is defined in Section 228.00)(3
Transportation Code, as: (i) a metropolitan statiftarea and any contiguous county; or (ii) twgaadnt
TxDOT districts.

Where a region has multiple TxDOT districts, susplavenues are to be allocated based on the pageent
of toll revenue from users of the project or systemeach district (based on recorded electronit tol
collections).

The market valuation requirement and requirement to suli T&R studies to the state auditor’s office
before executing a CDA are repealed

Prior market valuation agreements, project agreé&neaiver agreements, and similar documents atre no

affected by the repeal of Section 228.0111, Trariafion Code (the existing primacy and market vidua
provision).
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Appendix “B”

SUMMARY OF DESIGN/BUILD, DESIGN/BUILD/FINANCE
& CDA PROVISIONS OF SB 1420

SB 1420, the TxDOT sunset bill, contains a sectibat gives RMAs design/build (“d/b”) and
design/build/finance (“d/b/f") authority. This &n improved alternative to what RMAs had initiatigquested,
which was an extension of d/b and d/b/f CDA autiyoriSen. Kirk Watson filed SB 1138 which would kayranted
this authority, but after concerns were voiced lytain industry associations, including the Texasr@il of
Engineering Companies (“CEC") and the Associatedea Contractors (“AGC”) (and Sen. Nichols), Séfatson
brokered a revised approach developed throughftbgsof RMAs, AGC, and CEC which removes the dfid
d/b/f authority from the CDA statutes and placeat guthority in an independent section of the RM&.Aln doing
so the confusing (and politically-charged) assdmmatvith concession CDA's is eliminated, along wittocedural
requirements associated with CDAs that were negalyr intended for design/build contracts (i.e.wapaper
publications of CDA terms, public hearings, etc\hile SB 1138 did not pass as a stand-alone Rél. Larry
Phillips, the House sponsor of the companion bilEB 1138, was able to amend the TxXDOT sunse{$il 1420)
to include the revised version of SB 1138. SB 1428 sent to the Governor on May 31, 2011. GovePRary
signed SB 1420 into law on June 17, 2011. Thetdiks effect September 1, 2011 except for prowssielating to
concession CDAs, which take effect immediately.

RMA D/B and D/B/F Authority

The process set forth for d/b and d/b/f procuremey RMAs is very similar to the process currenthed
for d/b CDAs, with some additional refinements detent with certain provisions of the Texas Localv&rnment
Code. In general, the key features of the d/bddb# authorization include:

» Authorization to use the “design-build method” fothe design, construction, financing, expansion,
extension, related capital maintenance, rehabilitat, alteration, or repair of a “transportation prigct.”

e A d/b (or d/b/f) contractay not grant a private entity a leasehold inter@sta projecor the
right to operate or retain revenugom the project.

* The d/b and d/b/&uthorization extends to “transportation projectshich means it may be
used for all projects defined in the RMA Act amBportation projects.

» A RMA is limited to entering intawo d/b and/or d/b/f contracts in any fiscal year

» The authorized procurement process requiresstumnce of a request for qualifications (RFQjellowed

by ashort-listing of teams; followed byssuance of a request for detailed proposals (RFD&}he short-
listed teams.

* At leasttwo, but no more than fivefirms must beshort-listed

« If only one proposatesponsive to an RFQ is received, fliecurementmust beterminated
(i.e., cannot proceed with one proposer).

e A procurement may be terminated at any time.

» A RFDP must include a variety of project-relatefbimation, along with the scoring criteria and weigg
to be given to each.

» Cost proposals shall be given a weighting of atde@0% and must include:

= thecost to delivethe project;
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= the estimatedumber of days to complete the projeand
= anyterms for financingthat the d/b/f developer plans to provide.

» A RFDP mustalso include a copy of the general form of d/b otbff contractif the terms are
subject to negotiation as part of the process.

= A RMA will be deemed to assume certain risks uniedgerwise provided in the final
RFDP (including all supplements and addenda- wharhinclude revision to the form of
d/b or d/b/f contract).

= The intent is taassure that all proposers are proposing based om $hme allocation of
risk.

» The RFDP shall provide fqguayment of a stipendo unsuccessful proposes$ not less than .2% of the
contract amount(provided that the value of the work product is less than the stipend).

» Payment of the stipendllows for use of the work productontained in an unsuccessful
proposal (at the risk of the RMA).

A RMA may (but is not required) tprovide for payment of a partial stipend in the exe
procurement is terminategbrior to securing project funding and executiortre d/b or d/b/f
contract.

» Performance and payment bonasust be provided in the amount of the contraayioted that:

» the RMA may determine that it is impracticable &oprivate entity to provide security in that
amount anc¢tan determine an alternate amourand

« alternate forms of security may be useicluding cashier’'s checks, U.S. bonds or notes,
letters of credit (drawn on federal or Texas chadebanks), or forms of security deemed
suitable by the RMA.

Differences Between TXDOT and RMA D/B Authority

TxDOT also received d/b authorization in the sufsifor any highway project (previously TxDOT was
limited to using d/b only for toll projects). Pexurally the d/b processes for RMAs and TxDOT dmoat
identical. However, there are some important diffiees, including that:

» TxDOT may only enter into d/b contracts (améy not utilize d/b/¥.

» TxDOT d/b projects must have a value of at leas0$8illion.

» TxDOT is limited to entering into anaximum of three d/b contracts in any fiscal ye#éhis limitation
expires in 2015—which is also the next time thaDDA is scheduled to undergo sunset review).

» TxDOT may proceeavith a procuremergven if one only response is receiviedthe request for proposals
(subject to an independent review of the process).

» TxDOT must pay a stipend of .25%, and must pay atigh stipend in the event a procurement is
terminated prior to signing a d/b contract.



Concession CDA Authority

With a few limited exceptions, concession CDA auity for TXDOT and RMAs expired on August 31,

2009, and all CDA authority (including design/buiA authority) would have expired on August 3112@and
still will for all put the projects discussed belpty Early in the session Sen. Tommy Williams expressis
preference that concession CDA projects be authdrizn a project-specific basis, with each projesindy the
subject of a separate bill and each project hathiagsupport of the local delegation. As a resutbhes twelve project
specific bills were filed in the Senate. On theusl® side, Rep. Larry Phillips agreed with the notd project
specific CDA authorization, but for procedural r@as preferred an approach that combined the aatitbprojects
in to one bill (although ultimately a dozen projepecific CDA bills were filed in the House as wellVarious
projects were included in House amendments to tkieOIT sunset bill, with sixteen projects ultimatddging
included in the bill passed by the House. Throtighconference committee process the project spegpproach
was retained but the list of projects was reduceaddiude those listed below.

TxDOT CDA Projects

The following CDA projectsare now specificallyauthorized by law to be developad concession CDAs
by TxDOT:

» State Highway 99 (Grand Parkway)

» IH 35E Managed Lanes (from IH 635 to US 380)

> North Tarrant Express (Segments 2E, 3A, 3B, 3C,4Hd

» SH 183 Managed Lanes (from SH 161 to IH 35E)

» SH 249 (from Spring-Cypress Road to FM 1774)

» Highway 288

» US 290 Hempstead Managed Lanes (from IH 610 to §H 9

RMA or TXDOT CDA Projects

The following CDA projectsare now specificallyauthorized by law to be developad concession CDAs
by TXxDOT or a RMA

» Loop 1 (MoPac Improvement) (from FM 734 to Cesaa{ir)

» US 183 (Bergstrom Expressway) (from Springdale Rod@atton Ave.)

» A project consisting of the Outer Parkway (from @%/83 to FM 1847); and the South Padre Island
Second Causeway (from SH 100 to Park Road 100).

CDA Project | mplementation Requirements

The following requirements and restrictiongpply to all of the CDA projects described aboualdss
otherwise indicated):

1 CDA authority for NTTA and county toll road aufities is not subject to expiration.
2 Provisions were included to exempt the indicategments from further competitive bidding so thay could
be awarded to the CDA developer for the entire N@drrant Express project.
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» Authorization to enter into a CDA expires August 32015 (except for the Grand Parkway, for which
there is no deadline).

» Environmental clearance must be obtained by AugB4t 2013(except for the Grand Parkway, for which
there is no deadline).

» A full financial plan for the project, including costing methodology acwkting proposalsmust be
presented to the Transportation Commissibafore entering into a CDA.

» Prior to December 1, 2012, a repariust be presented the Transportation Commission on the project
status including the status of environmental cleararare explanation of project delays, and anticipated
date for completion of any procurement.

» TxDOT may not provide financial assistance to a RMéY costs of procuring a CDA.

» For TxDOT CDA projectsproposers must indentify companies that will fillek project roles,and
changes to those companies may only be made uimiged circumstances. If changes are made in
violation of this requirement, any resulting costings must accrue to the state (and not the grieatity).

This appears intended to address concerns thaessionaires were being awarded projects based on
collective team qualifications, only to have thésams changed in order to save the concessionaimeym
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Appendix “C”

SUMMARY OF HB 1112
(RMA Clarification)

HB 1112, authored by Rep. Larry Phillips and sjpoed in the Senate by Sen. Robert Nichols, is a
clarification bill that makes several modificatiottss Chapter 370, Transportation Code (the “RMA Adiadsed on
the experience that some RMAs have had in devajopird financing projects. It also makes a smathimer of
changes related to the powers and duties of RMAlstlam composition of RMA boards. HB 1112, whichvéesy
similar to legislation considered during the"®ession, maximizes the ability of RMAs to secuseassary project
financing and to pledge and receive revenues; allfowv more efficient use of RMA budgets; promottstesvide
consistency with regard to toll collection and enément; and fosters local control by allowing RMi&sdevelop
the projects needed most in their communities. &2 was sent to the Governor on May 30, 2011. eGur
Perry signed HB 1112 into law on June 17, 201katffe immediately.

Below is a summary of the statutory changes reftein HB 1112:

RMA Powers & Duties

» Amends the definition of “transportation projectto include aparking area, structure, or facilityor a
collection device for parking fees amdprovements in a transportation reinvestment zone

» Grants RMAs the same toll collection and enforcemgrowers as TxDOT, county toll road authorities,
and the NTTA

» Authorizes a RMA through its board of director participate in the state travel management pragr

administered by the comptroller for the purposelathining reduced airline fares and reduced trageht
fees.

Project Financing

» Clarifies the ability of a RMA to borrow and repayponeyfrom TxDOT and other entities by:

* Providing thaipayment obligation®f a RMA under a contract or agreemarg included as
part of the costof acquisition, construction, extension, or imprmentof a transportation
project and are considered in the computation ofifplus revenues;

e Authorizing a contract or agreement between a R another entity pursuant to which the
RMA will plan, develop, operate, or maintain a spartation project;

» Providing that eRMA may pledge all or part of its revenues and aother funds available
to the payment of its obligations under a contramtagreement.

» Clarifies the permissible sources, uses, and reimburserguirements fofeasibility study expenditures

» Authorizes a RMA tmledge the proceeds from the sale of other bondstfe repayment of bonds or a
loan agreement This clarifies the ability of RMAs to issue shéerm debt or bond anticipation notes to
pay for initial project costs and then repay thettdwith the issuance of longer term bonds.

» Clarifies thata governmental entity magnter into andnake paymentsinder agreements with RMAs
connection with the financing, acquisition, constation, or operation of a transportation project by
RMA.

» Allows a governmental entity tagree with a RMA t@reate a transportation reinvestment zone and to
collect and remit to the RMA taxes, fees, or assessts collected for purposes of developing
transportation projects This change clarifies the ability of a city ayunty to establish a transportation
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reinvestment zone and then dedicate the revenue the zone to fund a transportation project dewdop
by a RMA.

Governance & Board Composition

» Provides that thappointment of additional directors from a countjiat is added to a RMa&hall be by a
process unanimously agreed to by the commissiormrsrt of all counties of the RMA, thereby giving
RMAs greater flexibility to determine the compasitiof their boards upon the addition of a new cgunt

> Provides that the governing body of a municipafitgy, upon approval of at least 2/3 of the members,
establish itself as the board of directors of a Ritiat it created.

» This provision applies only to the Camino Real RMAs it is the only municipally created
RMA in existence.

* In the event that the governing body of the cityesldbecome the board of directors of a
municipal RMA, the governor shall appoint one aiddial director, who serves as the
presiding officer of the board. A RMA governedthis manner cannot be dissolved unless
the dissolution is approved by at least 2/3 ofii@mbers of the governing body; all debts,
obligations, and liabilities have been paid anccltisged or adequate provision has been
made for payment; there are no suits pending agdiedfRMA or adequate provision has been
made for the satisfaction of any judgment; and BMA has commitments from other
governmental entities to assume jurisdiction ofralhsportation facilities.



Appendix “D”

SUMMARY OF HB 563/HJR 63/SB 1420
(Transportation Reinvestment Zones)

Transportation Reinvestment Zones (“TRZs") are ramovative tool for generating funding by capturing
and leveraging the economic growth that resultsfeotransportation project. A TRZ allows a cityamunty to
designate a geographic area around a proposedodrgaiton project and capture the incremental prtyptax
revenue generated in the area for use in fundiagl#velopment of that projecA TRZ does not result in a tax
increase—it merely allows for the dedication of the increrm@nincrease in tax revenues generated within the
boundaries of the TRZ.

Under the existing TRZ statutes (Sections 222.125107, Transportation Code), a city or county wigh
to establish a TRZ must determine that the aramoductive and underdeveloped and that estabéishof a
TRZ will promote public safety; facilitate the déspment or redevelopment of property; facilitate thovement of
traffic; and enhance the ability of the city or abuto sponsor a pass-through project. The gowugrbody of the
city or county creates the TRZ by adoption of adirance, order, or resolution following a publiahiag. In the
case of a municipal TRZ, the city then pays thérernax increment produced from taxes collectecpmperty in
the TRZ into a tax increment account, which maysed to fund a pass-through project. The collaati@chanism
for a county TRZ is slightly more complicated: Té@mmissioners court may abate a portion of theaddrem
taxes imposed by a county on property in the TRZroad utility district may then be formed havingetsame
boundaries as the TRZ, and the road utility distmay impose taxes on property in the districtinaaount equal
to the amount of taxes abated by the county.

HB 563, authored by Rep. Joe Pickett and sponsioréide Senate by Sen. Robert Nichols, amends the
TRZ statutes to de-couple TRZs from the pass-tHrquggram; provide an alternative collection medésmnfor
county TRZs; allow a city or county to capture gades tax increment generated in a TRZ; prohiliticéons in
traditional transportation funding as a result dfRZ; and improve various provisions related to ¢lseablishment
of TRZs and use of TRZ revenues.

Also passed during the session was HJR 63. Undeent law counties do not have the express
constitutional authority to issue bonds securedblgyincrement revenues. That is one reason tloe pRZ statutes
provide for the abatement of taxes followed by fitvenation of a road utility district (which can boragainst the
taxes it collects) to assess a tax in the same amotJR 63 authorizes the submission to the votéra
constitutional amendment which would allow countiesissue bonds secured by tax increment revenddss
amendment would make the TRZ tool much easierltp implement at the county level.

In anticipation of HIR 63 being approved by thdevs, the TXDOT sunset bill (SB 1420) contains
implementation language to provide the requirecegaiaw authorization to issue bonds. The languadsB 1420
will be helpful even if HIR 63 is not approved b tvoters, as it will clarify the nature of the @aues collected in
the event they are pledged or assigned to a thiry.p

HB 563 was sent to the Governor on May 20, 20Gbvernor Perry signed HB 563 into law on June 17,
2011. The hill takes effect September 1, 2011R B3 will be presented to the voters at an eleatiomNovember
8, 2011.

Collectively, HB 563, HIJR 63, and the implementiagguage contained in SB 1420 will significantly
improve the scope and use of TRZs as a tool fatightransportation projects.

Changes Applicable to Municipal and County TRZs

While there is a separate process for establistitygand county TRZs, they are very similar. Cipes
made by HB 563/SB 1420 which are common to bothude
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>

De-coupling TRZs from the pass-through progrably removing the requirements that a municipality o
county intend to enter into a pass-through agreémvégh TxDOT in order to form a TRZ and that a TRZ
promote a transportation project described in 88@22.104 (the pass-through statute).

Authorizing a TRZ to be established for any transpation project with “transportation project” having
the meaning assigned to it in the RMA Act, and neag TXDOT to delegate authority over such progect
(subject to certain limitations or agreements).

Providing that that the base yedor purposes of establishing the tax incremenhésyear of passagef
the ordinance, order, or resolution creating th& Rsome year in the futuréand that the base year be
identified in the ordinance, order, or resolutioaeating the TRZ).

Recognizingthatcommitments established by pre-existing tax incremeeinvestment zones or economic
development agreemenshiould be considered in determining the amouthetax increment.

Providing for amendments to TRZ boundariefue to changes in project scope, provided thapgrtg
may not be removed from a zoifieany part of the tax increment has been assignegledged to secure
bonds or other obligations.

Authorizing a municipality or county teontract with a public or private entityo develop, redevelop, or
improve a transportation project in a TRZ;pledge and assigall or a specified amount afioneyin the
tax increment account or revenue received fromsassentgo that entity andprohibiting a municipality

or county from rescinding that pledge or assignmestice made if the entity that received the pledge o
assignment has itself pledged or assigned the amogecure bonds or other obligations.

Prohibiting TxDOT from reducing traditional and/or committed transportatitmding because of the
designation or use of a TRZ.

Assuring that existing TRZs have the benefit ofgteutory improvements made by HB 563/SB 1420.

Changes Applicable to Municipal TRZs

>

>

>

>

Changes made by HB 563/SB 1420 which are unigumeunicipal TRZs include:
Authorizing a municipality tassue bonds secured laypledge ofhe tax increment
Providing thata municipal TRZ terminates on

» December 31 of the year in which the municipalitprapletes a contractual requiremerif,
any, that included the pledge or assignment of maleposited to a tax increment account or
the repayment of money owed under an agreementdeelopment, redevelopment, or
improvement of the project for which the zone wasighated; or

« December 31 of the 10th year after the year the@eovas designatedf before that date the
municipality has not entered into a contract witlpublic or private entity to develop a
transportation project within the zone or otherwrs® used the zone for the purpose for
which it was designated.

Removing the requirement that adif themoneydeposited to the tax increment accobetused to fund a
projectand instead providing thatmunicipality may specify the portioof the tax incremerthat is to be
used for project purpose@llowing the rest to be used for general fundppses).

Allowing any surplus remainingin a tax increment accouah termination of a zoneto be used for other
purposesas determined by the municipality.
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Changes Applicable to County TRZs

>

Changes made by HB 563/SB 1420 which are uniqeeuaty TRZs include:

Authorizing a county toissue bonds secured bg pledge ofthe tax increment(provided the
constitutional amendment is passed in November).

Providingan alternative collection mechanism for a counfyRZ (as an option to be used in place of
abatement of taxes and creation of a road utilgtridt) through themposition of “assessments”.

Providing that aTRZ terminates on December 3d&f the year in which the countgompletes any
contractual requirementhatincluded the pledge or assignment of assessments

Sales Tax Increment Financing

HB 563 also added the concept of a local saleIFRX to the existing TRZ framework. The concept is

similar to the existing TRZ structure (which is édon ad valorem taxes), but allows a city or cpuotcapture
all or a portion of the incremental sales tax gatezt within a TRZ Note, however, that while HB F8Rws the
ad valorem tax revenues captured by a TRZ to be faseany transportation project, sales tax revezamured by
a TRZ may only be used for pass-through projects.

With respect to the sales tax TRZ concept, HB 563:

>

Defines the “sales tax bas€for a TRZ as the amount of sales and use tax intbbgea municipality or
county attributable to the zone for the year in chhthe zone was designated (note that this does not
encompass the state portion of the sales tax).

Allows a municipality or county to determinén the order or ordinance creating a TRZ or Bubsequent
order or ordinancehe portion of the tax increment generated from saland use taxeisnposed by the
municipality or countyattributable to the zon@above the sales tax base.

Authorizes a municipality or county to enter intonaagreement with the comptrolleto provide for the
withholding of the sales tax increment and depafsihe money into a tax increment account.

Authorizes a municipality or county to use the saland use taxdeposited into the tax increment account
to pay for pass-through projectand to satisfy claims of holders of tax incremieohds, notes, or other
obligations issued or incurred for pass-througheuts.

Requires a public hearingn the designation of the sales tax increment.
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Appendix “E”

SUMMARY OF SB 548/HB 630/SB 1420
(Environmental Reviews)

The federal environmental review process can lengthy and complicated one, particularly for large
more complex projects requiring the preparatiodetiled environmental studies and extensive rebigwstate and
federal agencies. The agencies charged with cdimgléhese environmental studies have limited staftl
resources, further adding to the length of timeunegl to complete the environmental review proceAs.a result,
the environmental review process can significardblay a governmental entity’s ability to delivereded
transportation improvements on a timely basis.

During the 81 Legislative Session, Sen. John Carona filed SBVBBizh addressed the delays in project
delivery (and associated costs) caused by prolomge@w periods for environmental documents by vailhg
RMAs and other LTPEs to “fund” positions at variaiate and federal entities to help to expeditgeptaeviews .
SB 502 received unanimous support in the Senatevasdhen voted unanimously from Chairman Pickettsise
Transportation Committee before ultimately dyingtbe House floor due to the delays caused by theMD Bill.
The provisions of SB 502 were also inserted in® TxDOT sunset bill (HB 300), further evidencingjiative
support for this issue. The issue continued tongathe attention of legislators as evidenced i 8enate
Transportation and Homeland Security Committeetsrim charges which included a charge to study rmadte
recommendations to expedite the environmental vepi®cess for transportation projects.

During the 82nd Legislative Session, Sen. Robérthds and Rep. Joe Pickett sponsored legisla&b (
548 & HB 630) to allow TxDOT and local toll authtieils to enter into an agreement to provide funds state or
federal agency to expedite the agency’s performanriciés duties related to the environmental revipracess;
establish standards for environmental review; allawlocal government sponsor (“LGS”) to prepare an
environmental review document for a highway projectd establish deadlines for TXDOT review and apal of
an environmental review document prepared by a LBS8th bills passed unanimously in the House anthte
and the legislation was also included in an idahfiorm in the TXDOT sunset bill (SB 1420).

SB 548 was sent to the Governor on May 27, 20H1H# 630 was sent to the Governor on May 30, 2011.
Governor Perry signed both HB 630 and SB 548 iat@ bn June 17, 2011. Both bills take effect Septmi,
2011 with the exception of Transp. Code § 222.G08hprization to provide assistance to expeditérenmental
review) in SB 548, which takes effect immediately.

Standards for Environmental Review

SB 548/HB 630 require TXxDOT tdevelop standards for the environmental review pees for
highway projects, including timelingdy rule. The standards adopted:

» Must address:
« issues and subject matter to be included in thgepracope;
e required content of a dradhvironmentateview document;
e the review process to be followed;
* reviewdeadlines; and

« a process for resolving disputes (dispute resatuimocess must be concluded not later
that the 60th day after the date either party retpudispute resolution).

» May also address process and criteria for prioritization of project TxDOT faces constraints on
adequate resources to timely process documentiveeice
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» Will apply regardless of whether the document eparred by TxDOT or a LGS.

Preparation of Environmental Review Documents by L&

SH 548/HB 630 also establishes a process purdoamhich a LGS (which includes a RMA)
may prepare the environmental review document foighway project.

» The process is limited to highway projects that:

« are in the financially constrained portion of théat8 Transportation Improvement
Program (“STIP”) or Unified Transportation Progr&tTP”"); or

» identified by the commission as being eligible totjTipate.

» A LGS may use the process for a highway project not idéed in the UTP, STIP, or identified by
the commission if the sponsor submits a fee witle ttequired notice The commission will set the
fee but it may not exceed the actual cost of reiigwthe document. The fee must be deposited into
the state highway fund and used to pay costs kktatéhe environmental review process.

> For an environmental review document prepared bg8, theLGS must prepare a detailed scope of
the project in collaboration with TxDOTbefore TXDOT may process the environmental review
document.

» A LGS may submit notice to TXDOT proposing that thesB5 prepare the environmental review
document If this notice is submitted, it must include thmject scope and a request for classification
of the project.

» A LGS that submits a notice i®sponsible for preparing all materials for projesicope determination;
environmental reports; the environmental review douoent; environmental permits and conditions;
coordination with resource agencies; and public paipation.

» TxDOT and a LGS may enter into agreement defining the relative roles and resporiiiiies of the
parties in the environmental review processFHWA may be a party to any such agreement if
allowed by law.

TxDOT Review Deadlines

SB 548/HB 630 sets forth certaitbeadlines that TXDOT must adhere twhen reviewing an
environmental review document prepared by a LGS.

» Specifically, TxDOT must:

« Make a determination as to whether an environmetdaument prepared by a LGS is
administratively completend ready for technical review withB0 daysfrom receiving
the LGS’s document. If TxDOT declines to confirhretdocument is complete, ritust
send a written response to the LGS specifying #séskfor its conclusions.

* Issue a classification lett80 daysafter the date it receives notices from the LGS.
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For a project classified as @rogrammatic categorical exclusign render an
environmental decision not later tha@0 days after receipt of the supporting
documentation.

For a project classified ascategorical exclusionrender an environmental decision not
later thar©0 daysafter receipt of the supporting documentation.

For a project requiring preparation of anvironmental assessmeiftEA”), provide all
comments on a draft EA not later th@@ daysafter receipt of the draft and render the
decision on the project not later th&@ daysafter the later of the date the revised EA is
submitted or the public involvement process conetud

For a project requiring preparation of anvironmental impact statemertEIS™), render
a decision not later thalR0 daysafter the draft final EIS is submitted.

Render any decision on amnvironmental reevaluationnot later thanl20 daysafter
receiving the supporting documentation.

» The computation of review deadlines listed abovesdaot begin until an environmental review
document is determined to be administratively catel

» The computation ofleadlines will be suspendeatlring any period which:

the document is being revised by or on behalf eflt&S in response to TXDOT comments;

the highway project is the subject of additionalrkyancluding a change in design of the
project and during the identification and resolution efansignificant issues; or

the LGS ispreparinga response to any issue raised by legal couns@xi@OT concerning
compliance with applicable law.

Authorization to Provide Assistance to Expedite Enronmental Review

SB 548/HB 630 also authorizes TxDOT, a county, RTBr RMAs to enter into aragreement to
provide funds to a state or federal agency to exXpethe environmental review processr the applicable entity's
transportation projects.

» The agreement may specify projects the applicabtéyeconsiders to be priorities for review and
must require the agency receiving moneydmplete the environmental review in less time thian
customaryfor that agency’s completion of the environmeméadiew.

» An agreement does not modify the rights of the mubkgarding review and comment on
transportation projects.

» An entity entering into an agreement must makedilable on their website.

Additional Requirements

SB 548/HB 630 also requires TxDOT to:

» Submit a report to the commission identifying pobge being processed under the new local
environmental review process by June 30 and DecefBibef each year.
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» Submit the report to the House Transportation Catemiand Senate Transportation & Homeland
Security Committee by December 1 of each year.

» Post copies of the report on its website and pmvite report to each member of the legislature who
has at least one project covered by the repottair tistrict.

» Establish a process to certify TXxDOT district enwirmental specialistdo work on all documents
related to state and federal environmental revievegsses.
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Appendix “F”

SUMMARY OF SB 1420
(TXxDOT Sunset Bill)

SB 1420, the TXDOT sunset bill, was authored by. Sean “Chuy” Hinojosa and sponsored in the House
by Rep. Linda Harper-Brown. SB 1420 is the culrtiora of four years of work, as TxDOT was up for sen
review during the 81 Legislative Session, but the sunset bill failedotss. As previously mentioned, SB 1420
contains provisions providing RMAs with d/b/f authy, an expedited process for local environmeméaliew,
CDA authorization for specific projects for bothO®T and RMAs, certain CDA implementation requiremsen
and, in anticipation of the approval of HIR 63, lempentation language for county issuance of boratkdd by
TRZ funds. In addition to these issues, SB 142Qains provisions of interest to RMASs as follows:

TxDOT Governance, Ethics & Compliance

» TheTexas Transportation Commission (“TTC”) remains &membersappointed by the Governor.

» The rural member must be from a county with a populatiof less than 150,00@the current rural
commissioner is grandfathered in).

» A commissioner igrohibited from accepting a contribution to a camiga for election to an elected
office while serving as a commissioner.

» The TTC is required testablish a compliance progranvhich must include a compliance office to oversee
the program. The compliance office is responsfbleacting to prevent and detect serious breaclies o
TxDOT policy, fraud, waste, and abuse of officelinling any acts of criminal conduct within TxDOT.
The compliance office has primary jurisdiction fowersight and coordination of all investigations
occurring on TxDOT property or involving TxDOT empgkes.

» TxDOT is required to develop and implement a polioyencourage the use négotiated rulemaking
proceduresfor the adoption of TxDOT rules and appropriateernative dispute resolution procedurds
assist in the resolution of internal and exterrigpdtes under TxDOT's jurisdiction.

» TxDOT staff is required to deliver TXDOT's Legislet Appropriation Request (“LAR”) to the TTC in an
open meeting not later than the 30th day beforel#tte TXDOT submits the LAR to the Legislative Batlg
Board.

» TxDOT will undergoreview by the Sunset Advisory Commission in 2(fl%e standard review period for
an agency is every 8 years).

» The TTC or a TxDOT employemay not use money under TxDOT's control or engagelébbying (i.e.,
an activity to influence the passage or defeategfslation). This provision does not prohibit tinge of
state resources to provide public information dolimation responsive to a request or to communiagte
officers and employees of the federal governmepunsuit of federal appropriations or programs.

» TxDOT is required tamaintain a system to promptly and efficiently ach @omplaintsfiled with the
department.

» TxDOT is required to eivelop and implement a policy for public involvenmehat guides and encourages
public involvement with TxDOT.

Transportation Planning

» The Statewide Transportation Plan (“STP”) will now cev a period of 24 yea; and TxDOT is required
to update the STP every 4 years.
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The STP must contain specific, long-term transpionagoals for the state and measurable targetsgoh
goal; identify priority corridors, projects, or aethat are of particular concern to TxDOT in megthose
goals; and contain a participation plan to obtaimial input on the goals and priorities under th® $om
other state agencies, political subdivisions, Idaisportation entities, and the general public.

TxDOT is required taollaborate with MPOgo0 develop mutually acceptable assumptions foptirposes
of long-range federal and state funding forecastsuse those assumptions to guide long-term planinin
the STP.

TxDOT is required talevelop a Unified Transportation Plan (“UTP”) covarg a period of 10 yearso
guide the development of and authorize construabibtransportation projects. The UTP must annually
identify target funding levels and list all projedhat TxDOT intends to develop or begin constarctf
during the program period. The TTC is requiredattopt rules that specify the criteria for selecting
projects to be included in the program; define paiogfunding categories (including safety, mainte®an
and mobility); and define each phase of a majanspartation project. Further, the TTC must estibli
rules specifying the formulas for allocating furidgach category.

TxDOT mustannually develop and publish a forecast of all fusd’xDOT expects to receivencluding
funds from this state and the federal governmenrtd,use that forecast to guide planning for the UTRe
TTC by rule is required to establish criteria fas@jnating a project as a major transportationegtpj
develop benchmarks for evaluating the progress ohagor transportation project and timelines for
implementation and construction of a major transgmm project, and determine which critical
benchmarks must be met before a major transpamtatioject may enter the implementation phase of the
UTP.

TxDOT is required taestablish a project information reporting systeand a transportation expenditure
reporting system that makes information regardihgfarxDOT's transportation plans and the pri@dtiof
transportation expenditures for identified projegsily accessible and searchable on the TXDOT websi

Transfer of Real Property No Longer Needed by TXDOT

>

The TTC is permitted tavaive payment for real property transferred to avgonmental entityif the
property is a highway right-of-way and the governiaé entity assumes or has assumed jurisdiction,
control, and maintenance of the right-of-way forbliw road purposes. This transfer must contain a
reservation providing that if the transferred pmp&eases to be used for public road purposestethie
property shall immediately and automatically reverthis state.

Procurement & Comprehensive Development Agreemen{§CDA”s)

>

Requirements that notice of bids must be publishead newspaper are removed, and the TTC is pednitte
to determine the most effective method for prowdine required notice.

Surplus revenue of a CDAeld in subaccounts of the state highway fund rbestllocated for projects
approved by TxDOT within the region

Determination of Financial Terms for Certain Toll Projects

>

The distribution of aproject's financial risk, the method of financingdr a project, and the tolling
structure and methodologynust bedetermined by a committefor a proposed TxDOT toll project in
which a private entity has a financial interest dmdwhich funds dedicated to or controlled by gioa
will be used; right-of-way is provided by a muniaiipy or county; or revenues dedicated to or cdletdo
by a municipality or county will be used.
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» The committee must consist of a representativex@fdT; a representative of any local toll projectitgn
for the area in which the project is located; aespntative of the applicable MPO; and a repreteataf
each municipality or county that has provided rexear right-of-way.
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Appendix “G”

SUMMARY OF OTHER BILLS OF INTEREST

Below is a brief summary of some of the other hillsnterest passed by the"82egislature.

Other Transportation Bills

>

HB 1201 (Kolkhorst) — Removes references to the Trans-Texas Corridar §tatute; authorizes
the Transportation Commission to establish a sfiegtinot to exceed 85 mph on certain parts of
the state highway system and to designate exclusines for oversize/overweight vehicles.
Governor Perry signed HB 1201 into law on June2D1,1, effective immediately.

HB 1274 (Pena)- Amends a current provision requiring toll prajeatities to exempt military
vehicles from payment of tolls to define “militamehicle” as including an unmarked military
vehicle operated by military personnel conducting emergency preparedness, response, or
recovery operation or participating in a trainingkeise for an emergency preparedness, response,
or recovery operation. The definition does notluide a vehicle operated for personal use.
Governor Perry signed HB 1274 into law on June2D2,1, effective immediately.

HB 2327 (McClendon)— Establishes a motor bus-only lane pilot progfamhighways in Bexar,

El Paso, Tarrant, and Travis Counties that areqfahe state highway system and have shoulders
of sufficient width and structural integrity. Tlpeogram must provide for the use by motor buses
of highway shoulders as a low-speed bypass of atedéighway lanes, subject to certain speed
limits. The program must also include various safpublic awareness, and training measures.
TxDOT is required to initiate the pilot program Becember 31, 2011. Governor Perry vetoed
HB 2327 on June 17, 2011.

SB 246 (Shapiro)— Addresses tolling services agreements betwesINTHT A and other entities

(including TXDOT). Provides that toll revenues #re property of the entity that is entitled to the
revenues under a tolling services agreement fotalthproject, regardless of who holds or collects
the revenues; authorizes any public or privatetyemdi agree to fund a cash collateral account to
serve as a performance guarantee for tolling sesyiand requires the NTTA and TxDOT to enter
into a written agreement regarding terms and canditof tolling services prior to the provision

of such services. Governor Perry signed SB 246law on June 17, 2011, effective immediately.

SB 469 (Nelson} NTTA toll collection and enforcement legislatioRequires the NTTA to use
video recordings, photography, electronic datahgpanders, or other tolling methods to permit
the owner of a vehicle to pay a toll at a lateledaets forth procedures for collecting unpaidstoll
and specifies administrative fees to be chargedve@or Perry signed SB 469 into law on June
17, 2011, effective September 1, 2011.

SB 731 (Nichols)- Requires a toll project entity to pay a nonrefainie examination fee when
submitting a CDA to the attorney general’s offie@ fegal sufficiency review. The attorney
general must set the examination fee by rule, hedfée may not be set in an amount that is
determined by a percentage of the cost of thepmject and must cover only the usual actual
costs incurred by the attorney general for condgctihe legal sufficiency review. Further
requires the attorney general to issue a legaicserfity determination not later than the 60th day
after the examination fee and transcript of progeglare received. The toll project entity may
seek reimbursement for the fee from the privatdigpant under the CDA. Governor Perry
signed SB 731 into law on June 17, 2011, effedtivaediately.

SB 959 (Wentworth)— TxDOT toll collection and enforcement legislatio Authorizes TxDOT
to use video billing or other tolling methods tampé the owner of a vehicle to pay a toll at a tate
date. Also allows TxDOT to enter into an agreemgitlh another entity to allow a transponder
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issued by TxDOT to be used to pay for parking sewioffered by the entity. Allows automated
enforcement technology to be used to produce aménthat shows the vehicle dimensions,
including the presence of a trailer and the nundfeaxles. Governor Perry signed SB 959 into
law on June 17, 2011, effective immediately.

SB 1422 (Nelson} Authorizes the governing body of a municipabty ordinance to designate a
contiguous geographic area in the jurisdiction le# tmunicipality to be a public transportation
financing area. The area must have one or monsitréacilities. The municipality may capture
ad valorem or sales and use tax generated in ##aad deposit it in a tax increment account to
be used to compensate a Coordinated County Tramsipor Authority for maintenance and
operating expenses associated with public transfiontservices. The process is similar to that of
a TRZ. Governor Perry signed SB 1422 into lawumeJ17, 2011, effective September 1, 2011.

HB 2396 (McClendon)— Allows an advanced transportation district tsues bonds backed by a
pledge of sales and use tax proceeds. Governoy Signed HB 2396 into law on June 17, 2011,
effective September 1, 2011.

HB 3030 (McClendon)— Authorizes tax increment financing for transption infrastructure
zones created in certain intermunicipal commutel déstricts. Allows use of funds for
transportation infrastructure, economic developnmojects, and affordable housing within the
zone. Governor Perry signed HB 3030 into law ameJLi7, 2011, effective September 1, 2011.

SB 650 (Watson)- Sunset review of Capital Metropolitan Transpiota Authority. Governor
Perry signed SB 650 into law on June 17, 2011ctife immediately.

SB 888 (Carona)— Authorizes a regional transportation authoritycteate a local government
corporation. Governor Perry signed SB 888 into tewJune 17, 2011, effective immediately.

Eminent Domain

>

SB 18 (Estes)} Comprehensive eminent domain reform bill. Gsat “Truth in Condemnation
Procedures Act”, which would require a bona fiddeofand good faith negotiations with
compensation for economic loss. Requires an etttiputhorize the initiation of a condemnation
proceeding at a public meeting by record vote amslibmit a letter to the Comptroller identifying
each provision of law that grants the entity emirgomain authority. Provides for compensation
for a material impairment of direct access on drtloé remaining property that affects the market
value of the remaining propertyProvides a property owner with a right to repurehpsoperty
acquired by eminent domain if no progress has lmade toward the public use 10 years after
acquisition. Governor Perry signed SB 18 into tawMay 19, 2011, effective September 1, 2011.

Procurement

>

HB 628 (Callegari)— Adds a new Chapter 2267 to the Government Celd¢ed to contracting
and delivery procedures for construction projectdie chapter applies to a public work contract
made by a governmental entity or quasi-governmeetaity and sets forth requirements for
contracts for facilities using competitive biddingpmpetitive sealed proposals, construction
manager-agents, construction managers-at-risk, design-build. RMAs, NTTA, TxDOT
contracts, and projects receiving state or fedeigtiway funds are expressly excluded from the
new chapter. Governor Perry signed HB 628 into ¢esdune 17, 2011, effective September 1,
2011.

HB 2729 (Callegari)— Authorizes a local governmental entity (whiauld include a RMA) to
contract with a private entity to serve as the llagavernmental entity’s agent in the design,
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development, financing, maintenance, operationgarstruction of a civil works project or an
improvement to real property. “Civil works projéd$ defined to include roads and streets and
related facilities. Governor Perry signed HB 27@2% law on June 17, 2011, effective
immediately.

SB 1048 (Jackson) -Creates a new chapter in the Government Code pngvigovernmental
entities authority to enter into public-private fperships for facilities and infrastructure. Thi b
does not apply to projects on the state highwategysbut may apply to other RMA projects. But
note that Rep. Davis (the House sponsor) statetiemilouse floor that the bill is not intended to
apply to roadway projects. Governor Perry signBd1848 into law on June 17, 2011, effective
September 1, 2011.

Public Information Act

>

HB 2866 (Harper-Brown) — Provides that the submission of a request, @oticdocument to the
attorney general through the attorney general’dsgdased electronic filing system satisfies a
governmental body’s requirement under the Publforination Act to submit the request, notice,
or document by a specified time period. Also alidhe attorney general to deliver a decision to a
governmental body electronically. Governor Peigned HB 2866 into law on June 17, 2011,
effective immediately.

SB 1638 (Wendy Davis} Makes the emergency contact information proviockedn employee or
official of a governmental body confidential undiwe Public Information Act. Also makes
driver’s license numbers, license plate numberd,aher information related to a driver’s license,
permit, vehicle title, or registration issued byotrer state confidential (under current law this
information is confidential only when issued by ex@s state agency). Governor Perry signed SB
1638 into law on June 17, 2011, effective immedyate

SB 602 (Rodriguez) — Allows a governmental body to redact driver'setise or personal
identification information or credit card, debitrdacharge card, or access device numbers when
responding to an open records request without doessity of first seeking a decision from the
attorney general. The governmental body must peotd the requestor a description of the
redacted information and instructions on how thlguestor may seek a decision from the attorney
general if desired. Also provides that if a reqoesnodifies a request in response to a
requirement for a deposit or bond, the modifieduest is considered a new, separate request and
that a request received by U.S. mail is considevdthve been received by the governmental body
on the third business day after the date of theénpaxk. Governor Perry signed SB 602 into law
on June 17, 2011, effective September 1, 2011.
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