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Fellow Texans:

On September 30, 2004, state and local officials asked my office to conduct a review of the operations and management
of the Central Texas Regional Mobility Authority (CTRMA), citing serious oversight concerns. This is the report
resulting from that review.

CTRMA is the first regional mobility authority (RMA) in Texas, and it is vitally important to our state’s future that we
get this first RMA right. And I am forced to say that I am troubled by what I see so far.

CTRMA is an important test case, marking the beginning of a new era of creatively financed road projects in our state.
RMAs can make an important contribution to Texas. They promise to answer pressing transportation needs more
quickly and efficiently than our traditional “pay as you go” approach to road construction.

And CTRMA is an interesting experiment in the interaction between government and the private sector. No other
state has outsourced a road project of this magnitude so completely. CTRMA is responsible for hundreds of millions
of dollars in public spending, but with only one full-time employee until November 2004, has placed most of its
fundamental oversight responsibility in the hands of private contractors — a small circle of financially interested parties.

Their relationships are long-standing, complex and intertwined. Again and again among CTRMA’s contracts, officers and
even in “grassroots” groups formed to promote its efforts, one encounters the same small circle of individuals, some of
whom stand to profit substantially from CTRMA’s projects. It appears to be a story of favoritism and self-enrichment.

This report notes several instances in which CTRMA and its business operatives have engaged in conduct that appears
to violate Texas law. In many others, though CTRMA's activities may not have been technically illegal, fundamental
procurement, contracting, expenditure, conflict of interest and ethical standards were not observed — standards that
good government must strictly adhere to for Texas citizens to have the faith and confidence in government that they
deserve. Public-private partnerships deserve no less.

When this many tax dollars are at stake, I believe that the legislative system under which CTRMA operates must be
tightened and strengthened so that higher standards replace the inner-circle dealings this report reveals. I believe the
people of Texas want to see RMAs live by a higher standard — one that recognizes the substantial stake the public has
in their operations. Public accountability is critical here since the actions and decisions of the RMAs are in no way
subject to voter approval.

This report contains observations and common sense business and legislative recommendations that can improve
CTRMA's operations and public accountability, and build public confidence in CTRMA. The first step should be the
adoption of our recommendation calling for the resignation of the two board members whose personal holdings and
business interests should have prevented their appointment in the first place. Ensuring that CTRMA's board is stripped
of members with the potential for self-enrichment should help restore public trust. Our other recommendations, once
implemented, should build on this trust, provide the accountability that should exist where public funds are involved
and enable CTRMA to influence the success of all subsequent regional mobility authorities.

As always, my office stands ready to help with the implementation of our recommendations.

Sincerely,

Carole Keeton Strayhorn 3

Texas Comptroller
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Central Texas Regional Mobility

Authority: A Need for a Higher
Standard

INTRODUCTION

On September 30, 2004, the Comptroller’s
office was asked by state and local officials to
conduct a review of the operations and man-
agement of the Central Texas Regional Mobility
Authority (CTRMA) (Appendix 1). This report
presents the results of that review.

Texas is on the brink of a significant change in
the way it finances transportation. The state

is moving from its traditional “pay-as-you-go”
method of financing road construction, fund-
ed largely by motor fuels taxes, to an increas-
ing reliance on bond debt and toll roads.

In addition, new governing structures have
been created to give local governments more
authority over road construction and finance.

Laws enacted by the 2001 and 2003 Legisla-
tures authorized the establishment of regional
mobility authorities (RMAs) with significant
powers over road creation. Essentially, these
are county or multi-county toll-road authori-
ties. Each RMA is a political subdivision
formed by one or more counties, with the
approval of the Texas Transportation Com-
mission (TTC), entrusted with financing,
designing, building, operating and maintaining
toll roads and other transportation projects.!

In October 2002, the TTC approved the cre-
ation of the Central Texas Regional Mobility
Authority (CTRMA), the state’s first RMA.2
Its first project is US 183-A, an 11.6-mile toll
road in Williamson County north of Austin.

Double Taxation without
Accountability

Regional mobility authorites (RMAs) are not
directly accountable to the people of Texas.
No voter approval is required for their cre-
ation; no voter approval is required for the
selection of their board members or staff; no
voter approval is required for the selection
and funding of their toll projects; nor is voter
approval required for “conversion,” as it is
called in transportation planner’s language.
Comptroller Strayhorn has repeatedly said,
“the redesignation as toll roads of roads
already constructed, under construction or
funded through traditional means, such as the
gasoline tax, is double taxation.”

RMAs can issue revenue bonds, set toll rates
and, in partnership with a taxing entity, estab-
lish a taxing district to assist with transporta-
tion financing.? Furthermore, the Legislature
authorized TTC to convert parts of the state
highway system to toll roads and transfer
them to RMAs.* Most importantly, however,
RMAs have the power of eminent domain—
the right to take private property for trans-
portation projects.® In effect, RMAs now have
the same road-building powers as the Texas
Department of Transportation (TxDOT), so
long as their projects are consistent with
local and state transportation plans.

Comptroller
Strayhorn has
repeatedly
said, “the
redesignation
as toll roads of
roads already
constructed,
under
construction or
Sfunded through
traditional
means, such
as the gasoline
tax, 1s double
taxation.”
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CTRMA is
managing a
project involving
hundreds of
mallions in public
Sunds. Virtually
all responsibility
and
accountability
JSor this project
lies in the

hands of private
contractors—
some of whom
have been
politically active
in promoting US
183-A and other
toll projects in
Central Texas.

Central Texas transportation projects are
expected to receive revenue from the Texas
Mobility Fund, which was created by the
2001 Legislature to support state revenue
bond issues for transportation projects.
Texas Mobility funds are allocated by TxDOT.

While TxDOT officials have stated in public
hearings that regional mobility plans do not
necessarily have to include tolls in order to
receive money from the Texas Mobility Fund,
other evidence, as documented on pages 11
and 12 of this report, demonstrates just the
opposite.

Loose Management Practices

CTRMA is a unique entity in American gov-
ernment. Few, if any, jurisdictions have ever
embarked on a project of the magnitude of
US 183-A with so little in the way of public
supervision and oversight.

CTRMA is managing a project involving hun-
dreds of millions in public funds. Virtually
all responsibility and accountability for this
project lies in the hands of private contrac-
tors—some of whom have been politically
active in promoting US 183-A and other toll
projects in Central Texas. And the authority’s
prime contractor, its general engineering
consultant or GEC, has hired a number of
subcontractors who have long-standing rela-
tionships with Travis and Williamson County
officials responsible for regional transporta-
tion policies.

Furthermore, CTRMA functioned for two years
before ever adopting an operating budget.

This review found that CTRMA is not exer-
cising effective control over its contractors.
The review team found that:

e CTRMA is managing a project worth
hundreds of millions of dollars, but
had just one full-time employee until
November 2004.

¢ Despite handing out contracts worth
millions of dollars, CTRMA does not
employ a contract manager.

Favoritism and
Self-Enrichment

One of the most intriguing aspects of
CTRMA’s operations is the web of rela-
tionships among those responsible for its
creation. To a surprising extent, this proj-
ect—which will receive hundreds of millions
of dollars in public funds—is the product

of close collaboration among a handful of
individuals, chosen without competition,
resulting in the appearance of favoritism and
self-enrichment.

E-mails released by the authority use terms
such as the “circle’—and “outside the cir-
cle”—in reference to this close-knit group,
which includes developers with substantial
financial interests not far from CTRMA’s US
183-A highway project.

Some of the relationships and potential
conflicts of interest involved in this circle
include the following:

e The chairman of the CTRMA board has
a substantial interest in more than 254
acres of real estate within two miles of
the proposed US 183-A right of way. He
began making land acquisitions in the
vicinity of US 183-A less than a month
after the Capital Area Metropolitan
Planning Organization (CAMPO)
adopted plans for the road.

¢ One of the Williamson County commis-
sioners who voted to create CTRMA—
and to appoint four of its seven board
members—now serves as its executive
director.

e The executive director also serves as
treasurer of Team Texas, a nonprofit
forum for Texas toll authorities and
contractors that appears to be a trade
association, an apparent violation of
state law.

¢ The executive director’s former cam-
paign manager, active in Williamson
County politics and a convicted felon,
is now a GEC subcontractor. He has

2 Special Repert: Central Texas Regional Mobility Authority: A Need for a Higher Standard  March 2005
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also billed the authority directly for
thousands of dollars in various ser-
vices.

e CTRMA's general engineering consul-
tant, which is responsible for much
of the authority’s day-to-day opera-
tions, contracted with individuals and
entities connected to CTRMA board
members and staff, CAMPO members
and elected officials in Williamson and
Travis Counties.

e CTRMA's GEC hosted an event for area
public officials at the Four Seasons in
Austin, at a cost of more than $7,000.
CTRMA was listed as a co-host for this
event; this appears to violate the “no
gifts” provision of the Transportation
Code.

e The “media relations” coordinator for
Texans for Mobility, a private group
formed to campaign for toll projects, is
also a CTRMA subcontractor for pub-
lic relations. A subsidiary of this sub-
contractor also answers queries from
the public for CTRMA.

e Another private organization, the Capi-
tal Area Transportation Coalition, has
been strongly supportive of CTRMA’s
road plans. Among its members are
several CTRMA contractors, including
the consulting firm that served as the
authority’s initial staff.

This web of relationships is troubling, given
the major expenditures of taxpayer dollars
that are involved.

These and other relationships are discussed
in greater detail in this report.

Lax Expenditure Controls

This review uncovered a number of troubling

instances of lax expenditure controls. Some
examples may represent common practice
for executives of private businesses, but not
public entities. These incidents, however,
point to a significant lack of accountability

for taxpayer dollars—accountability that is
particularly vital for a project whose deci-
sion-makers never have to face voters.

Some of the incidents identified in this
review include the following:

e CTRMA has authorized, as of this writ-
ing, more than $2 million for public
relations, marketing and “outreach”
services, much of it expended in areas
miles away from any impact US 183-A
may have and before any construction
has started. At least 12 firms are pro-
viding public relations work for this
single project.

e CTRMA hired and contracted to pay an
independent consultant $4,000 at $250
per hour to help develop a job descrip-
tion for the authority’s chief financial
officer (CFO) position.

e CTRMA has reimbursed employees
and contractors for meals, alcoholic
beverages, first-class airfare, profes-
sional memberships and events that
would be considered impermissable by
both state and local government agen-
cies. For example, CTRMA’s executive
director was reimbursed for alcoholic
beverages purchased in Monterey, Cali-
fornia; the executive director approved
his own expense statement.

Holding RMAs Accountable

This report contains 27 recommendations
that would build public confidence in
CTRMA and help all RMAs fulfill their mis-
sion of providing transportation resources
quickly and efficiently, with maximum
accountability to the public. Many of these
recommendations identify needed changes
in state law to ensure that all RMAs are
accountable to taxpayers. Others identify
improvements that CTRMA should make
to its business practices and that should be
implemented by other RMAs at the appropri-
ate time.

The chairman of
the CTRMA board
has a substantial
interest in more
than 254 acres of
real estate within
two miles of the
proposed US 183-A
right of way.

Carole Keeton Strayhorn, Texas Comptroller 3



Some of the Comptroller’'s recommendations

to amend state law include the following:

e To prevent double taxation, pro-
hibit the conversion to toll-road
status of any road on which con-
struction begins without tolls iden-
tified as a funding source.

e Prohibit the Texas Department of
Transportation from making allo-
cations from the Texas Mobility
Fund contingent upon the inclu-
sion of toll roads in regional road
plans.

e Make RMAs more accountable to

taxpayers by giving elected officials

more oversight of RMA operations.

o

Require commissioners court
approval of any toll road project
that will be built or operated by an
RMA in the court’s jurisdiction.

Require the commissioners courts
of each RMA's constituent counties
to appoint all RMA board mem-
bers, including the board’s chair.

Allow the commissioners courts
of counties establishing RMAs to
remove any board member, includ-
ing the board’s chair.

e Require RMAs to follow provisions
in the Statewide Contract Man-
agement Guide.

e Require RMAs to perform criminal
background checks for contractors
and subcontractors and prohibit
them from contracting with con-
victed felons.

Sloea'a,l ‘Repart: Central Texas Regional Mobility Authority: A Need for a Higher Standard

e Require RMAs to follow state
guidelines concerning the reim-
bursement of staff and board mem-
ber expenses.

e Prohibit RMAs from contracting for
public relations or public involve-
ment services with any entity
engaged in transportation-related
advocacy efforts.

¢ Limit RMA board member terms to
four years.

The Comptroller also recommends that
CTRMA and any other RMA:

e Employ a professional contract
management officer to ensure that
its contractors and subcontractors
comply fully with the terms and
conditions of their contracts.

e Adopt contract procedures to
ensure that its contractors and
subcontractors receive contracts
based entirely on published speci-
fications.

e Employ an in-house general coun-
sel to ensure that the authority’s
best interests are represented.

e Require board members to disclose
all real estate holdings.

And finally, the Comptroller recommends
that:

e CTRMA Chairman Robert Tesch
and board member Johanna Zmud
resign immediately, Tesch because
of the potential for self-enrichment
and Zmud because she is precluded
from serving by TxDOT regulations.

4 Special Repeort: Central Texas Regional Mobility Authority: A Need for a Higher Standard  March 2005
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I. DOUBLE TAXATION WITHOUT
ACCOUNTABILITY

Regional mobility authorites (RMAs) are not
directly accountable to the people of Texas. No
voter approval is required for their creation;

no voter approval is required for the selec-

tion of their board members or staff; no voter
approval is required for the selection and fund-
ing of their toll projects; nor is voter approval
required for “conversion,” as it is called in
transportation planner’s language. Comptrol-
ler Strayhorn has repeatedly said, “the redes-
ignation as toll roads of roads already con-
structed, under construction or funded through
traditional means, such as the gasoline tax, is
double taxation.”

Travis and Williamson counties created the
Central Texas Regional Mobility Authority
(CTRMA) in the wake of 2001 legislation
allowing counties to create regional mobility
authorities, or RMAs, to finance, build, oper-
ate and maintain toll roads and other trans-
portation projects. CTRMA is a two-county
political subdivision of the state, authorized
to operate in its jurisdiction by the Texas
Transportation Commission (TTC).”

The CTRMA board includes seven members,
with three each appointed by the commis-
sioners courts of Travis and Williamson coun-

EXHIBIT 1
CTRMA Board Members

Board Member Selected By

Robert “Bob” Tesch,

) Governor*
Chairman

Lowell H. Leberman, Jr. Travis County

Henry H. Gilmore Travis County
Johanna Zmud
Robert L. Bennett, Jr.

James “Jim” Mills

Travis County
Williamson County

Williamson County

David Singleton Williamson County

* Chairman Tesch was originally appointed to the board
by Williamson County and later was selected by the
governor to serve as chairman.

Source: Central Texas Regional Mobility Authority.

ties and a seventh member appointed by the
governor to serve as chairman (Exhibit 1).

The terms of all CTRMA board members
expired as of February 2005. Williamson
County has reappointed its current members.
At this writing, Travis County has not yet
made its appointments, and the governor
has not designated a new chair. When these
appointments are complete, two of the six
county-appointed members will serve two-
year terms; two for four years; and a final
two, along with the chair, will serve six-year
terms. All subsequent member terms will be
for six years, giving the board staggered six-
year terms. Appendix 2 provides a timeline
of significant events in CTRMA's short tenure.

Questions have surfaced regarding the
constitutionality of the six-year duration of
terms for all RMA board members, as they
are described in the RMA's governing statute,
Chapter 370 of the Transportation Code. The
six-year terms of RMA board members may
be held to violate Article XVI, Section 30(a) of
the Texas Constitution, an issue raised by liti-
gation filed on March 2, 2005 in Travis County
District Court. The section says, “The duration
of all offices not fixed by this Constitution
shall never exceed two years.” On its face,
this provision could invalidate the service of
CTRMA's board members and, in the extreme,
invalidate past decisions by those members.
The Legislature should consider legislation to
approve retroactively CTRMA board decisions
and amend the Texas Constitution to set the
terms of RMA board members at four years to
avoid any uncertainty that may result from an
unfavorable court or attorney general ruling.

The Capital Area Metropolitan Planning
Organization (CAMPO), a 23-member body
consisting primarily of elected officials from
Travis, Williamson and Hays counties, must
approve CTRMA projects (Exhibit 2). Like
all metropolitan planning organizations,
CAMPO is required by federal law to approve

Questions

have surfaced
regarding the
constitutionality
of the six-year
duration of terms
JSor all RMA board
members.
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all transportation plans in its region that
receive federal funding.

The CAMPO board includes 21 elected offi-
cials as well as one representative from the
Capital Metropolitan Transportation Author-
ity (Capital Metro) and one from the Texas
Department of Transportation (TxDOT). (Cap-
ital Metro is a transit authority established in
1985 by Austin-area voters that uses the pro-
ceeds of a one-cent local sales tax to provide
public transportation within its jurisdiction.)

EXHIBIT 2

Capital Area Metropolitan
Planning Organization Members

Member

Steve Ogden
Dan Gattis
Dawnna Dukes
Terry Keel
Todd Baxter
Elliott Naishtat
Mark Strama
Eddie Rodriguez
Mike Krusee
Sam Biscoe

Karen Sonleitner

Danny Thomas

Gonzalo Barrientos, Chair

Greg Boatright, Vice Chair

Brewster McCracken

Representing
State Senator, District 14
Williamson County Commissioner

State Senator, District 5
State Representative, District 20
State Representative, District 46
State Representative, District 47
State Representative, District 48
State Representative, District 49
State Representative, District 50
State Representative, District 51
State Representative, District 52

Travis County Judge

Travis County Commissioner

Gerald Daugherty Travis County Commissioner
Bill Burnett Hays County Commissioner
Will Wynn City of Austin Mayor
Daryl Slusher City of Austin Council Member

City of Austin Council Member

City of Austin Council Member

Nyle Maxwell City of Round Rock Mayor
Dwight Thompson Alliance of Cities Mayor
John Trevino Capital Metro
Bob Daigh TxDOT (District Engineer)

Source: Capital Area Metropolitan Planning Organization.

While Hays County is represented on
CAMPO, the county has not petitioned TTC
to join CTRMA or to create its own RMA,
although it still could choose to do either.

CAMPO coordinates regional transportation
planning with TxDOT, area cities and counties,
Capital Metro, the Capital Area Rural Transpor-
tation System (which provides public transport
services in Austin-area rural areas) and other
transportation providers.

Since its beginning, CTRMA has worked
closely with TxDOT to create its construction
plan, and its operations depend heavily on
TxDOT development and funding; Travis and
Williamson Counties provided some early,
but relatively limited financial assistance.

On April 12, 2004, CTRMA and TxDOT pre-
sented the authority’s proposed regional
implementation program to CAMPO. This
identified the greater Austin area’s immediate
mobility needs and proposed toll-road projects
for CTRMA to operate or develop (Exhibit 3).

Exhibit 4 illustrates CTRMA’s and TxDOT’s
road plan, the Central Texas Regional Mobil-
ity System.

EXHIBIT 3
CTRMA and TxDOT
Initial Project List

US 183-A: San Gabriel to SH 45 North

SE 45: SE US 183 to IH 35
US 290 phase of the “Y” in Oak Hill
US 183/ SH 71: IH 35 to the Airport
Loop 1 US 290 to William Cannon
SH 45: Loop 1 to FM 1626 (4 lanes)
SH 71 phase of the “Y” in Oak Hill
LP 360: RM 2244 to south of Walsh Tarlton
US 290: US 183 to SH 130

Loop 360: Loop 1 to US 290

Note: Since this list was made public, CAMPO has deferred
funding to the Loop 360 project and removed the toll-road
designation from Loop 1 (US 290 to William Cannon).
Sources: Central Texas Regional Mobility Authority
and Texas Department of Transportation.

6 Special Repert: Central Texas Regional Mobility Authority: A Need for a Higher Standard  March 2005
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EXHIBIT 4
Central Texas Regional Mobility System

50Ut Sap Gabrie/ pier 130

TOLL

1
@ 130

35

NEW TOLL

NEW TOLL

(1) JLANES

(183

NEW TOLL

LANES 130

TOLL

~(1)

NEW TOLL || t
LANES

35
\ 130 CAMPO approved turnpikes
@ under construction

‘§ Included in CAMPO 2005

NN Plan as turnpike but
not funded

45 . Existing roadways

New toll lanes added to
roadways under CAMPO
Plan 07-12-04

@ Phase 1- frontage

roads only
Toll designation removed
by CAMPO 01-25-05

Sources: Central Texas Regional Mobility Authority and Texas Department of Transportation. Conceptional plan only.
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The most
controversial
part of the plan,
Judging from
news accounts
and mazil
received by the
Comptroller’s
office, was the
proposed addition
of tollbooths to the
section of Loop 1
(MoPac) crossing
William Cannon
Drive.

CTRMA’s proposed regional implementation
program includes projects that were included
in CAMPO'’s Transportation Improvement
Program (TIP), a federally required, three-year
plan listing transportation projects that can

be developed with available funds. CAMPO
amended its TIP on July 12, 2004, expanding
the list of projects to include all of the toll-road
projects CTRMA and TxDOT had proposed.

As public knowledge of CTRMA’s plan spread
during summer 2004, many Central Texas
residents became increasingly concerned
about the plan’s reliance on toll roads.

The most controversial part of the plan, judg-
ing from news accounts and mail received by
the Comptroller’s office, was the proposed
addition of tollbooths to the section of Loop
1 (MoPac) crossing William Cannon Drive.
This segment touched off a particularly con-
tentious debate about what should or should
not be tolled; what constitutes “conversion”
of a road; and just how the state should fund
highway construction and maintenance.

It should be noted that, despite CTRMA's close
involvement with TxDOT in developing a toll
road network for Travis and Williamson coun-
ties, at present it is directly responsible only
for the construction and operation of US 183-
A. TxDOT is planning and building the other
roads in the region’s plan. CTRMA officials told
the review team that these toll roads would be
turned over to the authority at a later date.

CTRMA Funding

CTRMA developed its financial plan in coop-
eration with TxDOT, CAMPO and the two
counties’ commissioners courts. The author-
ity plans to rely on local, state and federal
revenue, bond revenue, toll revenue and may
receive private equity investment as well.

CTRMA’s proposed regional implementa-
tion program, as presented to CAMPO on
April 12, 2004, described a series of funding
sources extending through 2015, including
contributions from TxDOT, CAMPO, Travis
and Williamson counties, the newly created

EXHIBIT 5
CTRMA Regional Implementation Plan
Funding Sources 2004-2015 (in millions)
Total: $2.215 billion

Local Funds***

1% TxDOT Right of
Way and Professional
Services ***22.1%

$22.9

CAMPO Metropolitan
Mobility Funds 1.1%

$23.7
Texas
Mobility Funds 7.3%
$161

TxDOT Central Texas
Turnpike Project 9.9%
$220

Franchise
and CDA*
20.4%
$452.7

TxDOT Other
Contributions**
19.9%
$440

* These funds were intended for Loop 360 projects, which have since been removed from the plan.
** These dollars are likely to be distributed to CTRMA through toll equity grants.

*##* Local funds are provided by Travis and Williamson County.

Sources: Central Texas Regional Mobility Authority and the Texas Department of Transportation.
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EXHIBIT 6
Current CTRMA Funding Sources, as of February 2005 (in millions)
Total: $378.8 million

Bond Revenue

Local Funds 61.8%

from Counties $234
0.3%
$1.1

TxDOT Toll
Equity Grant # 1
3.4%
$12.7

Federal
TIFIA Loan
17.4%

$66

Sources: Central Texas Regional Mobility Authority and the Texas Department of Transportation.

Texas Mobility Fund and proceeds from rev-
enue bonds.

CTRMA and TxDOT originally anticipated
that $452.7 million in private equity would
become available through a comprehensive
development agreement (CDA), an arrange-
ment authorized by the 2001 and 2003 Legis-
latures that allows transportation authorities
to contract with private companies for the
design, construction and operation of road
projects.

The proposed CDA identified in Exhibit 5
originally was intended to support projects
on Loop 360. As of this writing, the CDA has
been pulled from the plan due to CAMPO’s
decision to defer funding issues related to
this project to a later date.

All current sources of funding are being
directed towards the development of
CTRMA’s only ongoing project, US 183-A, or
the authority’s administrative costs.

As of February 2005, CTRMA’s revenue
included funds from TxDOT, Travis and Wil-
liamson counties and bonds (Exhibit 6).
Exhibit 6 also identifies a federal loan through
the Transportation Infrastructure Finance and

Innovation Act (TIFIA). CTRMA secured this

loan in February 2005, although it is not likely
to draw on these funds until 2008. (The likely

use of the TIFIA loan is described in the Rev-

enue Bonds section below.)

TxDOT Contributions

TxDOT contributions to the CTRMA regional
implementation plan will come from the
State Highway Fund.

The fund’s primary purpose is to receive
money allocated for the construction of
roads and the maintenance of state high-
ways. The fund’s primary revenue source is
state and federal motor fuel tax collections,
although other fees and taxes generate some
state dollars for the fund.

TxDOT also will contribute funding ear-
marked for the Central Texas Turnpike Proj-
ect (CTTP), a planned network of four toll
roads in the Austin area, including SH 130,
SH 45 North, Loop 1 extension and CTRMA’s
US 183-A. TxDOT removed US 183-A from
the CTTP to allow CTRMA to develop the
road as its first project. CAMPO approved
these toll roads in 2000 and TxDOT is financ-
ing the construction of the project’s first

As of February
2005, CTRMA’s
revenue included
Sfunds from
TxDOT, Travis
and Williamson
counties and
bonds.
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TxDOT's
contributions to
CTRMA are likely
to be made in the
JSorm of toll equity
grants.

phase, including Loop 1, SH 45 North and the
northern 49 miles of SH 130.8

TxDOT believes the SH 130 project will be
less expensive than originally estimated, and
plans to make the resulting savings available
to CTRMA after calendar 2007. No funds
from this source, however, have been allo-
cated or are anticipated for use in financing
US 183-A.

TxDOT has stated it also will provide
CTRMA with rights of way and professional
services. Rights of way are acquired through
the purchase or condemnation of land.
TxDOT can either acquire rights of way or
reimburse cities and counties for acquiring
them in the state’s name.

The review team could not establish what
percentage of the $490 million devoted to
rights of way and professional services in
Exhibit 5 will actually be used for right of
way acquisition. Repeated requests to the
Texas Transportation Commission (TTC)
failed to yield the needed information.
Similarly, the review team could not estab-
lish what “Professional Services” actually
includes.

Both right of way and professional services
will be funded through TxDOT’s Austin Dis-
trict budget.

Toll Equity Grants

TxDOT’s contributions to CTRMA are likely
to be made in the form of toll equity grants,
funds made available under the Transporta-
tion Code for the “cost of the acquisition,
construction, maintenance, or operation of a
toll facility of a public or private entity.”

In the past, TxDOT was authorized to pro-
vide these funds only as loans. In 2001,
however, S.B. 342 removed the obligation of
repayment. TxDOT now can contribute up to
$800 million annually in toll equity grants to
transportation projects and has recommend-
ed that the Legislature remove this cap.1?

CTRMA already has received two toll equity
grants from TxDOT to support the US 183-A

project. On April 24, 2003, TxDOT awarded
CTRMA $12.7 million to begin design work
on the road.!! The grant was not provided as
a lump sum, but instead reimburses CTRMA
for various expenses as they are incurred.

TTC approved a second toll equity grant

on December 16, 2004, to help pay for the
construction and initial operations of US 183-
A. As of this writing, TTC has authorized a
grant of between $52 million and $65 million.
The exact grant amount will be subject to
CTRMA’s financial need after it sells revenue
bonds.

This grant is intended to help the authority
cover construction costs and its operating
and maintenance costs during the first years
of US 183-A’s operations, until its toll revenue
becomes sufficient. The grant should give
CTRMA the financial flexibility it needs to
meet its obligations to bondholders.!2

Toll Equity Limitations

The 2003 grant came with restrictions
spelled out in an agreement between CTRMA
and TxDOT. According to this agreement, the
grant is:

...to be used for the study and devel-
opment of the proposed US 183-A
turnpike project to the extent nec-
essary to secure financial closing,
including costs related to: (1) project
management; (2) contract negotia-
tion and preparation; (3) preliminary
engineering; (4) securing federal
funding; (5) preparing an investment
grade traffic and revenue study; (6)
the services of legal counsel and
rating agencies; and (7) incidental

administrative and other expenses.!3

During an expenditure audit of CTRMA’s use
of this first grant, however, TxDOT found
that the agreement failed to stipulate wheth-
er the funds could be used for general admin-
istrative costs. The authority subsequently
agreed to use reimbursements from the

grant to fund no more than half of its general
administrative costs.
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CTRMA and TxDOT entered into the finan-
cial assistance agreement governing the
second toll equity grant on February 3, 2005.
According to the agreement, CTRMA would
have wide latitude to expend these funds for
the construction, operation or maintenance
of US 183-A, and the funding would “not

be subject to future discretionary actions

of TxDOT.”! This flexibility underlines the
importance of the toll equity grant to the US
183-A financial plan.

Other restrictions related to TxDOT fund-
ing categories (2, 11 and 12) are detailed in
Appendix 3.

Texas Mobility Fund

Central Texas transportation projects also
are expected to receive revenue from the
Texas Mobility Fund, which was created by

the 2001 Legislature to support state revenue
bond issues for transportation projects.

While TxDOT officials have stated in public
hearings that regional mobility plans do not
necessarily have to include tolls in order to
receive money from the Texas Mobility Fund,
other evidence suggests the opposite.

Transportation Commissioner Robert Nich-
ols has been quoted as telling State Repre-
sentative Joe Pickett of El Paso that, “El
Paso could lose some of its Texas Mobility
Fund money if other communities build toll
roads and have additional highway projects
that they are willing to build with toll rev-
enue.”’® And an April 12, 2004 presentation
on the proposed TxDOT/CTRMA regional
implementation program included a slide
specifically stating that Texas Mobility Fund
revenue would be made available only to
transportation plans containing toll projects
(Exhibit 7).

EXHIBIT 7
TxDOT/CTRMA Presentation, April 12, 2004

Additional Mobility Funds

TxDOT allocation FY 2004-15  $596,000,000

Texas Mobility Funds

$161.000,000 *

Total

$757,000,000

* Only available for Toll Roads

Ip " : ]
o 4 !

:S'ources: Central Texas Regional Mobility Authority

'.’ fll /" [ {

and the Texas Depar-tmem of Tramsportation.

While TxDOT
officials have
stated in public
hearings that
regional mobility
plans do not
necessarily have
to include tolls in
order to receive
money from the
Texas Mobility
Fund, other
evidence suggests
the opposite.
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Texas Mobility
Fund revenue
would be made
available only to
transportation
plans containing
toll projects.

CAMPO board member and Austin City
Councilman Danny Thomas was troubled
by the same issue at the January 24, 2005
CAMPO meeting. He stated that, since
CAMPO’s July 2004 vote to include additional
toll roads, he has repeatedly asked the TTC
and CAMPO staff whether the Austin area
would have lost Texas Mobility Fund dol-
lars if it had not approved the additional toll
roads. He said that he had not yet received a
straightforward answer.

Travis County Commissioner and CAMPO
board member Gerald Daugherty agreed with
Councilman Thomas and said that he went to
TTC meetings twice and was told if CAMPO
didn’t “do this Plan in its totality, that [they]
will lose, most likely, [their] Texas Mobil-

ity Fund dollars...that if you don’t do this,
then you will lose $161 million” in promised
mobility fund dollars.!6

CTRMA Chairman Bob Tesch made the same
point in an October 20, 2004 letter to Austin
Councilmember Brewster McCracken. He
said, “We are all acting in response to a fund-
ing mechanism dictated largely by TxDOT,
and we are reacting to the policy statements
and directives we receive from the depart-
ment.”

In the same letter he quoted a TxDOT staff
member who said, “...the staff of TxDOT
feels that any deviation from the existing
plan may jeopardize the funding level Central
Texas could expect.”

Limitations on the
Texas Mobility Fund

Bonds backed by the Texas Mobility Fund
may be issued for one or more of the follow-
ing purposes:

(1) to pay all or part of the costs of con-
structing, reconstructing, acquiring
and expanding state highways, includ-
ing any necessary design and acquisi-
tion of right of way, in the manner
and locations determined by the com-
mission that, according to conclusive
findings of the commission, have an

expected useful life, without material
repair, of not less than 10 years;

(2) to provide participation by the state
in the payment of part of the costs of
constructing and providing publicly
owned toll roads and other public
transportation projects that are
determined by the commission to be
in the best interests of the state in its
major goal of improving the mobility
of the residents of the state;

(3) to create debt service reserve
accounts;

(4) to pay interest on obligations for a
period of not longer than two years;

(5) to refund or cancel outstanding obli-
gations; and

(6) to pay the commission’s costs of
issuance.!”

Local Funds

State law does not require counties establish-
ing RMAs to provide them with startup fund-
ing. Travis and Williamson counties did so,
however, each providing $550,000 to begin
CTRMA operations. The city of Cedar Park in
Williamson County agreed to aid the county
in providing rights of way.

Williamson County’s contribution was deliv-
ered in two parts. On March 1, 2003, the
county provided a $250,000 grant “to pay

for various expenses related to the creation
and initial funding” of CTRMA during fis-

cal 2003.18 Williamson County transferred
operational control of this first sum to Prime
Strategies, Inc., a county consultant charged
with the initial tasks involved in establishing
CTRMA.Y The funds originated from a 2001
county road bond program.

On September 30, 2003, Williamson County
provided the remainder of its funding, a
second grant of $300,000.2° This allotment
initially came from the county’s 2000 general
obligation road bond program, although a
subsequent change in its interlocal agree-
ment with CTRMA ultimately supplied the
funds from county general revenue.2!
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On August 8, 2004, the city of Cedar Park and
Williamson County entered into an interlocal
agreement to provide rights of way needed
for US 183-A. Cedar Park agreed to transfer
all US 183-A right of way tracts that it had
acquired within its city limits to Williamson
County for CTRMA’s eventual use. William-
son County agreed to acquire the remaining
rights of way and turn them over to CTRMA
before construction begins.

Travis County also provided CTRMA with
an initial $250,000 startup grant on June 4,
2003.22 The county transferred the entire
amount directly to CTRMA. A second grant
of $300,000 on October 16, 2003 was intend-
ed to support CTRMA operations in fiscal
2004. The second grant allowed CTRMA to
spend the money for “general administrative
purposes.”? In both cases, the grant money
originally came from Capital Metro’s Trans-
portation and Mobility Enhancement Fund,
also called the quarter-cent rebate fund.

Limitations on Local Funds

In providing this startup funding, the Tra-

vis and Williamson County commissioners
courts agreed that CTRMA should not be
unduly burdened with spending restrictions,
as they wanted to provide the young authori-
ty with enough flexibility to meet unforeseen
problems.?

Since CTRMA may use TxDOT toll equity
grants to cover only half of its administra-
tive costs, it relies on Williamson and Tra-
vis County funds for the remainder until

it secures bond proceeds. This motivated
CTRMA’s executive director to renegotiate
the terms of the authority’s second, $300,000
grant from Williamson County. The director
feared that the money’s origin in a 2000 road
bond program would prevent CTRMA from
spending these funds exclusively on general
administrative expenses. To overcome this
hurdle, CTRMA and the county amended
their interlocal agreement. In effect, CTRMA
returned the bond proceeds to Williamson
County, which replaced them with an equal
amount of unencumbered funds from the
county general revenue fund.?

Since Travis County’s funding originally
came from Capital Metro, the funds are sub-
ject to Capital Metro’s spending restrictions.
Principally, these require CTRMA to use the
funds to support projects within Capital Met-
ro’s jurisdiction that enhance regional mobil-
ity. The US 183-A project qualifies.

CTRMA’s interlocal agreements with its par-
ent counties also require it to spend county-
provided funds only on items described in
the budgets it provides to the counties, and
to follow state purchasing laws in its spend-
ing. CTRMA provides both counties with
financial reports on a monthly basis, describ-
ing operational costs after they are incurred.

The only other significant restriction
includes a prohibition against using Travis
County funds “for entertainment, liquor or
recreational activities.”?% This sort of restric-
tion highlights the importance of closely
tracking expenditures by their source of
funding, a subject discussed in Chapter 3.

In addition, the in-kind right of way com-
mitments from Williamson County and
Cedar Park came with specific construction
requirements and other progress measures
that will trigger the return of donated rights
of way to city and county control if CTRMA
does not meet the progress measures.

Revenue Bonds

CTRMA issued approximately $234 million of
bond debt in the form of insured senior lien
revenue bonds ($168 million) and bond antici-
pation notes (BANs-$66 million) on February
16, 2005. BANs are short-term, interest bear-
ing securities. Standard & Poor’s gave the rev-
enue bonds an underlying rating of Baa3 and
an insured rating of Aaa. Another major rating
agency, Moody’s, assessed the underlying rat-
ing at BBB- and the insured rating at AAA.
Standard & Poor’s and Moody'’s assigned rat-
ings of Aa3 and AA respectively to CTRMA’s
uninsured BANs. These investment grade
ratings translated into CTRMA achieving an
overall cost of financing of 4.6 percent.2”

CTRMA provides
both counties with
financial reports
on a monthly
basis, describing
operational costs
after they are
incurred.
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The state

and federal
contributions,
while helping

to establish

the project’s
creditworthiness,
do not obligate the
state and federal
governments

to assume
responsibility for
any default on the
authority’s part.

CTRMA intends to use the proceeds from
this bond sale for US 183-A’s construction,
operations and initial debt service.

The bond rating is based on the creditworthi-
ness of the issuing entity and the financial
viability of the project expected to generate
the repayment revenue. CTRMA's creditwor-
thiness is based on the revenue it expects

to receive from toll collections on US 183-A,
TxDOT grants, TIFIA loans and an assess-
ment by the market of CTRMA’s governance.
The state and federal contributions, while
helping to establish the project’s creditwor-
thiness, do not obligate the state and federal
governments to assume responsibility for
any default on the authority’s part. The con-
stituent counties are similarly free of any
obligation in case of default.

Vollmer Associates LLP, a CTRMA consultant,
performed a traffic and revenue (T&R) study
to develop revenue estimates for the US 183-A
project. This study was critical in assessing
the overall financial viability of the project.
One of the required assumptions for this study
was the toll rate CTRMA planned to charge.
The amount charged reflected 2007 dollars,
when the toll road is scheduled to open. The
final Vollmer T&R study indicated CTRMA
would charge $2 to travel 12 miles from SH
45/RM 620 to the northern terminus, averaging
16.7 cents per mile. The report acknowledged
that the portion of project north of FM 1431
would consist of non-tolled frontage road with
room for main tolled lanes to be constructed
at a later date. The study also identified the
most expensive segment of the project to be
of a trip between FM 1431 and Brushy Creek
Road. CTRMA would charge $1.50 for this 1.5-
mile trip, averaging $1 per mile.?8

CTRMA financial advisors used the results of
the T&R study to structure the financial plan
for US 183-A. They expect toll collections to
begin in 2007, with the authority able to rely
exclusively on toll revenue for annual debt
service and operations and maintenance
costs by 2013.29

The early stage of a toll road project’s life,
before toll revenues mature, is called the

“ramp-up phase.” CTRMA plans to leverage
multiple sources of revenue to ensure that
the authority maintains a minimum revenue-
to-primary debt service ratio of 1.75 each
year (the minimum ratio required by rating
agencies to certify the bonds as investment
grade). During the later years, CTRMA
financial advisors expect this ratio to be as
large as 7.55, providing the authority with
significant flexibility if toll revenue doesn’t
meet expectations during the early years.

To cover debt service during the ramp-up
phase, CTRMA will use “capitalized inter-
est”—excess revenue derived from the bond
issue, over the anticipated cost of the project
itself—and BANs. CTRMA will also lever-
age a portion of TxDOT’s second toll equity
grant to cover ramp-up phase operations and
maintenance costs, thus freeing early toll
revenues to service its bond debt.

As mentioned earlier, CTRMA insured the
$168 million in senior lien bonds. CTRMA’s
financial advisors considered bond insur-
ance vital, as they were concerned that
there would not be a market for uninsured
bonds issued by a start-up toll road author-
ity. Financial Guaranty Insurance Company
(FGIC) insured the revenue bonds at a cost
of approximately $9 million to CTRMA. The
insurance helped CTRMA obtain a better rat-
ing for their bonds, thus reducing the total
amount that the authority needed to borrow
to support the project.

Chapter 370 of the Transportation Code
requires bond principal and interest to be
paid solely by:

(1) the revenue of the transportation
project for which the bonds are
issued,;

(2) payments made under an agreement
with the commission, the depart-
ment, or other governmental entity
as provided by Subchapter G (toll
equity grants);

(3) money derived from any other
source available to the authority,
other than money derived from a
transportation project that is not
part of the same system or money
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derived from a different system,
except to the extent that the surplus
revenue of a transportation project
or system has been pledged for that
purpose; and

(4) amounts received under a credit
agreement relating to the transporta-
tion project for which the bonds are
issued.?

In 2008, CTRMA may draw on its TIFIA loan
to pay back $66 million in BANs used to
fund debt service during the ramp-up phase.
CTRMA’s integration of funds from such a
wide variety of sources indicates a strong
commitment to make its public dollars
stretch as far as possible.

As other CTRMA projects begin, similar bond
issues may be employed. Under the 2003
legislation, if toll revenues from one project
exceed debt service and other obligations,
the surplus can be used to fund new projects.

Limitations of Revenue Bonds

The primary document governing the use of
revenue bond proceeds is the “trust inden-
ture” between CTRMA and its bond trustee,
the independent third party charged with
overseeing the terms of the agreement. This
agreement is a contract describing the finan-
cial arrangements and binding each party to
uphold certain agreements.

CTRMA has developed a master trust inden-
ture with its US 183-A revenue bond trustee, JP
Morgan Chase. CTRMA also has supplemental
indentures for the 2005 series revenue bonds
and BANs issued for US 183-A. These inden-
tures outline how the bond proceeds can be
spent and CTRMA’s payment obligations to its
bondholders. Indentures are intended to secure
the interests of investors by clearly identifying
the terms and priority of repayment.

The supplemental trust indentures provide
limits on CTRMA's uses of the revenue bond
and BAN proceeds, such as for costs associ-
ated with the “2005 project,” which currently
consists of only US 183-A, or for bond issu-

ance costs, or even for the cost of “studying,
evaluating and designing additional turnpike
projects.”s!

The trust indentures establish separate
accounts for the variety of uses of bond rev-
enue, such as a construction account or debt
service account.?2 These accounts inform
investors how CTRMA will manage the rev-
enues and costs associated with the bond
issue and the US 183-A project. CTRMA is
obligated to adhere to this structure. The sup-
plemental indentures also provide specific
restrictions, such as prohibiting CTRMA from
using bond proceeds in any way that would
jeopardize the bonds’ tax-exempt status.>

In addition, the bond agreements identify a
priority for CTRMA's expenditure of toll rev-
enue. The agreement requires the authority
to use toll revenue to sustain the project’s
operating and maintenance (O&M) needs
before paying bondholders. After these O&M
needs are met and the investors receive their
annual debt service payments, CTRMA may
use the remaining revenue for other purpos-
es, including future road projects.?*

Another significant restriction in the bond
agreements is a “covenant not to build com-
peting systems.”? This restriction is in the
master trust indenture and therefore will
apply to all subsequent bond issues. The
covenant obliges CTRMA to refrain from
participating in or building any motor vehicle
transportation system, or part of such a sys-
tem, that might compete with US 183-A for
revenue.

The covenant is intended to protect the
bondholders’ investment in US 183-A, and is
vital to maintaining the bonds’ rating. This
provision, however, also effectively prevents
CTRMA from improving vehicular mobility in
the vicinity of US 183-A.

CAMPO Metropolitan
Mobility Funds

According to the regional implementation
plan, CAMPO has committed $23.7 million in
highway funds within its authority to CTRMA

This provision
effectively
prevents CTRMA
Sfrom tmproving
vehicular
mobility in the
vicinity of US
183-A.
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transportation projects. These dollars will be
used for projects that were in CAMPO'’s origi-
nal TIP, before the July 2004 amendment.
None of these CAMPO funds, however, will
be used on the current US 183-A project.

Limitations on CAMPO
Mobility Funds

CAMPO must follow a complex series of
state and federal restrictions (TxDOT fund-
ing category 7) summarized in Appendix 3.

Recommendations

1. To prevent double taxation, state
law should be amended to prohibit
the conversion to toll-road status
of any road on which construction
begins without tolls identified as a
funding source.

2. State law should be amended to
prohibit the Texas Department of
Transportation from making alloca-
tions from the Texas Mobility Fund
contingent upon the inclusion of
toll roads in regional road plans.

3. State law should be amended
to require commissioners court
approval of any toll road project
that will be built or operated by an
RMA in the court’s jurisdiction.

Current law does not provide suffi-
cient accountability to voters for RMA
projects. RMAs are, at best, indirectly
accountable to voters, and as the
controversy over CTRMA's toll plans
indicates, voters do not have a direct
relationship to any of the entities craft-
ing and implementing RMA projects.
County commissioners, however, are
directly elected. Therefore, requir-

ing commissioners courts to approve
RMA projects in their counties would
improve accountability to voters.
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In addition, current law requires that
county commissioners only approve the
initial RMA project as part of the peti-
tion to establish the RMA. For a RMA to
be a true state/local partnership, local
authorities should continue to exercise
approval authority over subsequent
RMA transportation projects.

State law should be amended to
require the commissioners courts
of each RMA’s constituent counties
to appoint all RMA board mem-
bers, including the board’s chair.

If more than one county jointly peti-
tions TTC to create a multi-county
RMA, the counties’ commissioners
should include a plan for appointing
the board’s chair in their petition.

State law should be amended to
allow the commissioners courts
of counties establishing RMAs to
remove any board member, includ-
ing the board’s chair.

The Texas Constitution and the
Transportation Code should be
amended to require board members
of regional mobility authorities
(RMAs) to serve four-year terms.

Current law, stipulating six-year terms
for RMA board members, appears to
violate the Texas Constitution, which
allows only two-year terms for such
local governing bodies. Furthermore,
county commissioners who serve four-
year terms appoint the board members
of RMAs. Making the terms of RMA
board members consistent with the
terms of county commissioners could
improve the accountability of such bod-
ies to elected commissioners courts.
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II. LOOSE MANAGEMENT PRACTICES

Background

Since its October 2002 inception, CTRMA

has chosen to depend almost exclusively on
service contractors rather than employees for
its needs, using them for a variety of financial,
accounting, general counsel, investment bank-
ing, bond counsel, auditing, trustee, marketing
and engineering services.

Some of CTRMA’s prime contractors, such
as its general engineering consultant (GEC),
HNTB Corporation of Kansas City, Missouri,
have agreements with subcontractors or
have formed alliances with other firms to

provide services to CTRMA. The others are
sole contractors (Exhibit 8). HNTB has
hired subcontractors directly without using a
public purchasing process, as allowed by law.

Initial Operations

The CTRMA board examined toll-road opera-
tions in Texas and Florida to determine an
appropriate model for its staffing and organi-
zation.?0

One model studied was the North Texas Toll-
way Authority (NTTA), which operates four
toll facilities in the Dallas metropolitan area.

EXHIBIT 8
CTRMA Contractors

CTRMA
Board of Directors

|
CTRMA
Staff

HNTB

Locke Liddell & Sapp LLP

General Engineering Consultant

First Southwest Company,
D. Ladd Pattillo & Associates

General Counsel

Hill Country Contractors
US 183-A Comprehensive

Financial Advisor Development Agreement
UBS Fg’;z'(}‘dz!jif‘;‘::t‘:rs' Inc. Peiia Swayze & Co.
(US 183-A Revenue Bonds) General Accounting
J.P. Morgan Chase Vinson & Elkins LLP
Bond Trustee Bond Counsel

(US 183-A Revenue Bonds)

TateAustin

(US 183-A Revenue Bonds)

Everett Owen, P.E.

Marketing Services

Transportation and Engineering Consultant

l:l Ongoing Contractor
- Former Contractor

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.

Since its October
2002 inception,
CTRMA has
chosen to

depend almost
exclusively

on service
contractors rather
than employees
for its needs.
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The authority had
Sfunctioned for
two years without
an operating
budget.

NTTA is a large operation that employs 500,
including design and construction engineers,
contract managers and toll takers, and has
60 ongoing projects. The estimated cost for
NTTA's seven largest projects currently in
development is $2.5 billion.?7

The other model—the one CTRMA pre-
ferred—was that of Florida’s Orlando-Orange
County Expressway Authority (OOCEA).
OOCEA, in operation since 1963, manages

a 92-mile expressway in the metropolitan
Orlando area.? OOCEA depends heavily
upon contractors rather than in-house staff.
It employs 42 persons, using dozens of con-
tractors to execute a five-year plan of 76
projects costing an estimated $1.4 billion.?

While CTRMA identified OOCEA as its
model, the Texas authority makes even
greater use of outsourcing. The authority did
not hire its first employee, Executive Direc-
tor Mike Heiligenstein, until December 2003,
more than a year after CTRMA began opera-
tions and well after the GEC contract was
signed. An administrative assistant joined the
authority in February 2004. And the critical
role of chief financial officer was not filled
on a full-time basis until November 29, 2004.

On January 26, 2005 the new CFO presented,
and the CTRMA board approved, the author-
ity’s first operating budget. The authority had
functioned for two years without an operat-
ing budget. The newly approved budget can
be found in Appendix 4.

Until November 2004, CTRMA had just one
full-time employee, the executive director,
and one part-time administrative assistant. In
November 2004, CTRMA hired a chief finan-
cial officer and in February 2005, the CTRMA
board announced the hiring of a director of
Operations and a communications director
(Exhibit 9).

An independent transportation and engineer-
ing consultant for CTRMA told the review
team that, if he could do anything differently
in the formation of CTRMA, he would have
urged the board to hire employees more
quickly, to reduce its dependence on contrac-

tors and allow it to better evaluate contrac-
tor performance.

Purchasing Requirements

CTRMA’s purchasing policies require con-
tractors to comply with state purchasing
laws and regulations, including Chapters
223 and 370 of the Transportation Code and
Chapter 2254, Subchapter A of the Govern-
ment Code.*!

Throughout 2003, CTRMA issued public
requests for qualifications (RFQs) to acquire
various professional services. This process
followed CTRMA's procurement policy.
CTRMA notified potentially interested par-
ties and published a notice in the local news-
paper; named a committee of CTRMA board
members and interim staff to review propos-
als; “short-listed” the most qualified three or
four candidates; and interviewed them. The
selection committee then recommended its
choices to the CTRMA board.

CTRMA has conflict of interest policies con-
cerning its staff and board members, the
authority’s prime contractors and those con-
tractors’ “key personnel.” (See Chapter 3 of
this report for more information.) The policy
states that those receiving more than $10,000
over 12 months should be listed on CTRMA’s
Web site. These policies, however, should, but
do not expressly apply to subcontractors.

The review team found that some of
CTRMA’s practices require stricter attention,
particularly in the area of subcontractor
oversight (see Chapter 3).

One business practice that could be
improved is CTRMA’s documentation of its
contractor selections. Scoring sheets pro-
vided by CTRMA featured short descriptions
of criteria used to evaluate candidates, but
did not identify their relative importance or
value, or the actual scores assigned by indi-
vidual committee members.

Because CTRMA had no staff initially, its
contractors evaluated and commented on
candidates for other CTRMA contracts.
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Central Texas Regional Mobility Authority (CTRMA)

EXHIBIT 9

Organization Chart

February 2005

CTRMA
Board of Directors
|
CTRMA
Executive Director [ |
Mike Heiligenstein
1

Administrative Assistants
(One employee as of Feb. 2005)

= I 1
]
2 | Chief Administrative Finance Director Director of Public Involvement Director
= Officer CTRMA - CTRMA Operations CTRMA CTRMA
=] (Vacant) ' William Chapman Ron Fagan Steve Pustelnyk
- General Counsel : Financial Advisor Toll Operations Toll Collection Public Relations
k] Locke Lidell & Sapp [ First Southwest Company M Management [ Management GEC/PIT
E ' D. Ladd Pattillo & Associates GEC (Interim) Contracted Services
3 .
= ||General Engineering | -
§ H Consultant (GEC) . || Bond Underwriter — IoIItMatllltjtgnance Enznglzltkg
= HNTB X UBS Finandial gnfracted dervices Contracted Services
o
e Accounting ' Bond Counsel Faculty Maintenance
Pefia Swayze & Co. ™1 Vinson & Elkins, LLP | Contracted Services
Data Processing Toll Maintenance Enforcement/
- Management [— Management |[| PolicingServices
GEC (Interim) Contracted Services Contracted Services
Controller : Emergency Services
; Toll Audit L X
L{  (TRMAFinance ContraocteduSdelrvices Contracted Services

Director (Interim)

ETC Toll Tag Sales
Contracted Services

ETC Accounting
Contracted Services

Source: Central Texas Regional Mobility Authority.

The review team found that, in at least one
instance, a contractor’s comments after
candidates had already been evaluated and
scored changed the outcome. An e-mail from
an individual working for one of CTRMA’s
financial advisors recommended that a can-
didate for bond counsel services, which was
ranked second after the initial evaluation,
receive additional points for being a larger
firm, even though the size of the firm was not
a specific evaluation criterion.

Additional credit was added, raising the ini-
tial “qualification” score of the second-placed
firm from 8.50 to 9.45. That change, plus a
score from a subsequent oral interview in
which this firm received 0.25 more points
than its top competitor, allowed the larger

firm to best the former first-place team by
0.04 points in the overall final rating.*?

Allowing contractors to comment on the
selection of other contractors apparently
is not unusual in transportation, according
to those in the industry, but it is unusual to
change scores after the initial evaluation.

Stricter adherence to the stated selection
criteria would have provided the public with
greater assurance that its tax dollars were
being spent fairly and wisely.

Prime Strategies, Inc.

CTRMAs first contractor was Prime Strate-
gies, Inc., an Austin transportation consult-
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HNTB now serves
as CTRMA’s de
JSacto staff, subject
to the oversight

of the authority’s
board, executive
director and chief
Sfinancial officer.

ing firm led by its principal, Mike Weaver.
Prime Strategies is also Williamson County’s
road bond manager for its multi-corridor
transportation plan, which will build roads
using $350 million in bonds approved by vot-
ers in 2000.

In 2002, Williamson and Travis counties
retained Prime Strategies “to assist in the for-
mation and initial operations of CTRMA.”#3
Prime Strategies subcontracted with Brian
Cassidy of the Austin law firm Locke Liddell
& Sapp LLP for general counsel services.

In January 2003, Williamson County trans-
ferred its transportation consulting contract
with Prime Strategies to the newly created
CTRMA.* At that time, the CTRMA board
asked Weaver and Cassidy to serve as an
interim staff for the authority and to begin
developing requests for qualifications for
professional services. In February 2003, the
CTRMA board approved procurement poli-
cies and procedures prepared by Weaver and
Cassidy.*® The two continued to operate as
CTRMA’s interim staff until Prime Strategies’
contract expired on August 31, 2004.

The CTRMA board subsequently selected Brian
Cassidy of Locke Liddell & Sapp over several
competitors to serve as the authority’s contract-
ed general counsel, a position he still holds.

HNTB Contract

HNTB Corporation is CTRMA’s largest con-
tractor, in terms of both dollars and scope. In
July 2003, CTRMA selected HNTB over two
other competitors for a five-year contract to
serve as the authority’s general engineering
consultant. As GEC, HNTB is responsible for:

e public liaison;

¢ technical services;

e project, design and construction man-
agement;

¢ administrative services;

¢ maintenance and operational services;

advanced project development;

engineering services;

e feasibility evaluations of proposed toll-
road projects;

e right of way acquisition;

¢ relocation of utilities, railroad tracks
and other obstructions;

¢ mobility planning;

e environmental services, including the
acquisition of environmental permits
for construction;

e architectural and landscaping services;
and

¢ surveying and mapping.

HNTB now serves as CTRMA’s de facto staff,
subject to the oversight of the authority’s
board, executive director and chief financial
officer. The contract provides that:

(t)he GEC will operate as an exten-
sion of, and in complete coordina-
tion with, the Authority’s (CTRMA’s)
staff. To that end, the GEC shall be
expected to represent, promote and
advance the interests of the Author-
ity throughout all aspects and phases
of the Authority’s activities and shall,
when and as requested by the Author-
ity, fully support the Authority in its
dealings with contractors and suppli-
ers, engineers and other consultants,
the Authority’s counsel and accoun-
tants, traffic and revenue advisors,
rating agencies, bond insurers and
underwriters, governmental entities
and the public in accordance with the
highest professional standards.*¢

HNTB has selected a large group of subcon-
tractors to assist CTRMA. HNTB'’s original
proposal to CTRMA named a group of sub-
contractors that were approved in the Sep-
tember 2003 contract between the authority
and its GEC.%"

In November 2003, the CTRMA board
approved HNTB'’s recruitment of three addi-
tional subcontractors: WHM Transportation,
to provide quality control for traffic and opera-
tions; Martin & Salinas Public Affairs, for pub-
lic relations and public affairs services; and
Crespo Consulting, for water quality studies.

Appendix 5 lists CTRMA contractors and
subcontractors, along with their hourly rates.
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CTRMA pays HNTB based on a formula of
“actual hourly salary rates” for positions and
classes of employees working on the project,
multiplied by a federally regulated overhead
rate (called the “FAR,” an acronym for Fed-
eral Acquisition Regulations) of 1.5353 (or
153.53 percent of actual costs) plus 15 per-
cent profit.*8

The FAR is a cost component specifically
intended to defray the contractor’s indirect
costs of doing business, such as home office
expenses and payroll, and used in transpor-
tation contracts by the federal government,
TxDOT and now CTRMA.* The FAR gener-
ally is subject to adjustment each January

1, according to federal regulations, but
CTRMA’s contract with HNTB locks in the
profit percentage.

HNTB’s FAR was lowered in June 2004 to
150.43 percent, in response to the results

of an independent audit of the company.
According to HNTB, the new rate should be
applied to all 2004 invoices. The review team
found that invoices submitted after June
2004 reflect the new rate; HNTB supplied
CTRMA with a credit reflecting the differ-
ence between the two rates for invoices sub-
mitted before June.?® The current rate will be
a provisional 2005 rate until another audit is
performed.

In addition to its regular compensation,
HNTB receives reimbursement for “rea-
sonable out-of-pocket expenses,” such as
travel, printing and other expenses “directly
approved, in advance, by the Authority.”?!
HNTB'’s contract requires it to be liable for
any expenses that TxDOT deems unreimburs-
able.?2 The review team found that TxDOT
has not rejected any expenses thus far.

Between July 2003 and November 2004, the
CTRMA board approved eight work autho-
rizations and two extensions for HNTB
(Exhibit 10). As of November 2004, HNTB'’s
authorized work was worth more than $16.5
million.

The review team found some questionable
features in CTRMA's contractual arrange-
ments with HNTB.

A TxDOT audit of CTRMA dated Septem-

ber 10, 2004 noted an apparent discrepancy
between the contractual FAR (revised to
150.43 percent) and 15 percent profit margin,
and HNTB's estimates for work authorizations:

...the overhead rates [FARs] used

in the fee estimates of some of the
work authorizations range from
168.01% to 175% and the profit rate
ranges from 15.57% to 16.54%. This
has the effect of increasing the profit
and the maximum amount payable
for these work authorizations.”

A transportation consultant under contract
to CTRMA explained that HNTB had been
using a “blended” FAR and profit margin—a
combination of the rates and margins offered
to HNTB and its many subcontractors—in
the work authorizations. He recommended,
as TxDOT did, that the authority require
HNTB to use contractor-specific information
in estimating the cost of future work autho-
rizations.?* Doing so would lower the not-
to-exceed cost estimate in the work autho-
rizations and provide CTRMA with better
financial controls. A monthly reconciliation
of work authorization estimates and invoices
would provide greater accountability and
financial control.

Oversight of Subcontractors

HNTB hires and pays subcontractors in the
same manner as the company itself was
hired and is paid. The “master agreement”
between HNTB and its subcontractors, like
HNTB'’s contract with CTRMA, contains no
hourly rate information, no maximum cost
and no specific duties. That information is
found in attached work authorizations and
exhibits.

Also attached to the master agreement is
HNTB'’s contract with CTRMA. A provision
in the master agreement states that “[a]ll por-
tions [of HNTB'’s contract with CTRMA]...
pertinent to Consultant’s responsibilities,
compensation and timing of Services and not
in conflict with any provision of this Agree-

The review team
Sound that TxDOT
has not rejected
any expenses thus

Sar.
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EXHIBIT 10
HNTB Work Authorizations
Work q Maximum CTRMA
Authorization Ef]f)e;tt;ve Amount Board Scope of Work
(WA) Payable Approval
WA 1 7/28/03 $15,000 7/25/03 Strategic plan and deadlines for 183-A
Continuation of WA 1 and core
WA 2 8/22/03 $15,000 9/3/03 staff at CTRMA offices
General engineering services for
WA 3 8/27/03 $6,377,921 8/27/03 US 183-A development
WA 3.1 9/24/03 $1,252,457 9/24/03 GEC core staff for CTRMA
WA 3.1 Supplement 1* 9/29/04 $1,775,160 9/29/04 GEC core staff for CTRMA, 183-A schematic
review, revisions and project administration
WA 3.2 9/24/03 $500,000 9/24/03 Design concept conference
WA 3.3 9/24/03 $350,000 9/24/03 Public involvement services for US 183-A
WA 3.3 Supplement 1#* 9/29/04 $744,630 9/29/04 Public involvement services for US 183-A
Prepare and post request for competing
WA 3.4 11/5/03 $3,488,862 11/5/03 qualifications for a comprehensive
development agreement (CDA)
Procurement of CDA contractors,
WA 3.5 3/31/04 $1,987,257 3/31/04 environmental compliance services,
public involvement
Total $16,506,287

*Annual renewal of authorized work increasing compensation 42% over the previous year.
**Annual renewal of authorized work increasing compensation 113% over the previous year.
Source: Central Texas Regional Mobility Authority.

ment are incorporated herein and made bind- Although they are hired by HNTB, sub-

ing on Consultant.”? contractors are not bound by its overhead
rate and, according to HNTB’s contract

In at least one instance, however, HNTB with CTRMA, are required to use their own

deviated from this practice, when hiring rates regardless of whether they have been

Adisa Public Relations in July 2004 to assist independently audited according to federal

in the management and support of CTRMA's regulations. One subcontractor, for example,

Web site. The one-page agreement states sim-  ysed a FAR of 198 percent (a 1.98 rate), plus
ply that the prime agreement between HNTB an additional 15 percent for profit. HNTB
and CTRMA is attached, and that “(2)ll por- selected the subcontractor without a public,
tions thereof not in conflict with any provi- competitive process that could have made
sion of this Agreement, are incorporated and  the FAR a criterion. Instead, HNTB’s invoices
made a part hereof.” The agreement does not to CTRMA simply categorized these charges
state specifically, as other agreements do, as “expenses” and passed the cost along to

that the provisions of HNTB's prime agree- the authority without further explanation.
ment are binding on the consultant.?®

22 Special Repert: Central Texas Regional Mobility Authority: A Need for a Higher Standard ¢ March 2005



Special ‘Repart: Central Texas Regional Mobility Authority: A Need for a Higher Standard

The management of subcontractors is a
perennial problem in large state contracts.
Outsourcing governmental functions can
provide many benefits, but the risk of lax
financial controls and poor management
becomes greater when government out-
sources much of its oversight responsibility
as well, as in the case of CTRMA.

Recent publicity surrounding several con-
tracts in the state’s health and human services
agencies illustrates the problem. In 2004, sev-
eral high-profile state and local government
contracts for goods and services were found
to be poorly managed, unduly expensive or
acquired under questionable circumstances.

The State Auditor’s Office (SAO) released
an audit of one such contract and made the
following recommendations that should be
applied to CTRMA’s business practices:

e Establish effective performance penal-
ties to provide adequate incentive for
contractors to control costs and effi-
ciently administer contracts.

¢ Ensure that all subcontractors receiv-
ing...funds provide necessary, measur-
able products or services in exchange
for the funds they receive.

¢ Independently audit subcontractors’ use
of...funds to ensure that it is fully aware
of how all these funds are used.

e Ensure that agreements among subcon-
tractors are documented and that sub-
contractors’ agreements and payment
rates are reported to the Commission.?”

Several legislative committees have found
that even state employees trained in purchas-
ing procedures generally lack training in con-
tract management and oversight. Yet any enti-
ty that relies as heavily on outsourcing and its
contractors as does CTRMA has a powerful
motivation to enforce its contracting provi-
sions with both prime and subcontractors.

State contracts generally require advance
approval of subcontracts, and fully apply

all contract terms and conditions, including
conflict of interest provisions, to subcontrac-
tors. For example, a common provision in
many Comptroller contracts states that:

[IIn no event shall any provision...be
construed as relieving Contractor of
the responsibility for ensuring that
all services rendered under its sub-
contracts comply with all the terms
and provisions of this Agreement as
if they were rendered by Contractor
[emphasis added].?®

CTRMA acknowledges that it has no formal
contract monitoring program or procedure in
place to assess its contractors’ performance
effectively.”® In an apparent attempt to rem-
edy this situation, in January 2005 CTRMA
advertised for a director of operations to:

e participate in the development, analy-
sis, formulation and administration of
the CTRMA Project Development and
Operations budget;

e approve the forecast of funds needed
for staffing, equipment, materials and
supplies;

¢ administer assigned contracts, negoti-
ate and prepare request for proposals
for contracts with external profes-
sional service providers and vendors;

e implement budgetary adjustments as
appropriate and necessary;

e monitor and evaluate quality, respon-
siveness, efficiency and effectiveness
of the programs, service delivery meth-
ods and procedures;

e respond to and resolve citizen inqui-
ries and complaints regarding toll road
development and toll services pro-
grams; and

¢ select, train, motivate and evaluate
administrative, technical and clerical

personnel for toll services operations.®

Given the large number, complex nature and
multimillion-dollar cost of CTRMA’s con-
tracts and subcontracts, plus the wide range
of duties expected of the individual hired for
this position, it seems highly unlikely that a
single person could be expected to perform
these roles adequately. In February 2005,
CTRMA filled this position; the new director
of operations will start work in mid-March.

The management
of subcontractors
1S a perennial
problem in large
state contracts.
Outsourcing
governmental
Sfunctions can
provide many
benefits, but

the risk of

lax financial
controls and poor
management
becomes greater
when government
outsources much
of its oversight
responsibility
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Appendices 5 and 7 show that CTRMA has
numerous contractors doing public relations
and public involvement work at rates ranging
from $85 to $240 per hour for the principals of
the companies. Multiple contractors and sub-
contractors are conducting public outreach
meetings, producing fact sheets and graphic
design at a wide range of hourly rates.

Statewide Contract
Management Guide

The 2001 Legislature required several state
agencies—the Texas Building and Procurement
Commission, Comptroller’s office, Department
of Information Resources, Office of Attorney
General and Governor’s Office, with assis-
tance from the Legislative Budget Board and
SAO—to write a contract management guide to
improve state business practices.’! The Legisla-
ture also required that all state agencies follow
the guide’s practices and procedures.

The Statewide Contract Management Guide
addresses both contract management train-
ing and management best practices and pro-
vides valuable guidance to any governmental
entity, particularly new ones such as RMAs.%2

Recommendations

7. CTRMA and other RMAs should
employ a professional contract
management officer to ensure that
all of their contractors and subcon-
tractors comply fully with the terms
and conditions of their contracts
and that they provide necessary,
measurable products or services for
which they receive public monies.

This officer should be added in addition
to the director of Operations and should
oversee all aspects of existing CTRMA
contracts. CTRMA should employ addi-
tional contract managers as warranted.

CTRMA should evaluate all contracts,
including those that are subcontracts
of the GEC to ensure that the CTRMA
is getting the best value for taxpayer

Sloea'a,l ‘Repart: Central Texas Regional Mobility Authority: A Need for a Higher Standard

dollars and to prevent paying for the
same service multiple times.

State law should be amended to
require the State Auditor’s Office
to conduct audits of RMAs within
two years of their creation.

As new organizations spending local,
state and federal funds in addition to
bond revenue, it is critical that RMAs
exert proper oversight of their opera-
tions and expenditures. Because of the
close relationship between TxDOT and
RMAs, an independent outside entity,
such as SAO, should audit RMA opera-
tions.

CTRMA and other RMAs should
ensure that their contractors’ cost
estimates employ the current fed-
erally audited overhead rate (the
“FAR” rate) and contractually
stipulated profit margins. To pro-
vide greater accountability over
contractor expenditures, CTRMA
and other RMAs should reconcile
work authorization estimates and
invoices monthly.

The current practice of allowing

cost estimates to employ overhead
rates higher than those contractually
allowed does not provide CTRMA with
accurate information on its expenses
or its contractors’ performance.

. State law should be amended to

require RMAs to follow the provi-
sions of the Statewide Contract
Management Guide.

Provisions of particular benefit would
be chapters concerning contract admin-
istration, contract management respon-
sibilities and monitoring performance.
For additional guidance, CTRMA should
consult recommendations made by the
State Auditor’s Office regarding other
agencies’ contract management.
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ITI. FAVORITISM AND SELF-ENRICHMENT

Background

Conflict of interest policies are intended to
prevent public officials and staff from tak-
ing public actions that may bring them—or
appear to bring them—a personal benefit,
particularly a financial one.

CTRMA has conflict of interest policies and
procedures governing its employees and
board, but the review team found these poli-
cies are not always followed. Its policies
state:

Section 2.1. A member of the Board
of Directors or an employee or agent
of the Authority shall not:

(a) contract with the Authority or,
without disclosure and recu-
sal, be directly or indirectly
interested in a contract with
the Authority or the sale of
property to the Authority;

(b) accept or solicit any gift, favor,
or service that might reason-
ably tend to influence that
Board member, employee or
agent in the making of pro-
curement decisions or that the
Board member, employee or
agent knows or should have
known is being offered with
the intent to influence the
Board member’s, employee’s
or agent’s making of procure-
ment decisions; or

(c¢) accept other compensa-
tion that could reasonably
be expected to impair the
Board member’s, employee’s
or agent’s independence of
judgment in the making of pro-
curement decisions.

Section 2.2. A bidder shall not be
eligible to contract with the Author-

ity if a Board member, employee or
agent is related to the bidder within
the second degree of consanguin-
ity or affinity, as determined under
Chapter 573, Government Code. A
bidder shall be required to complete
a conflict of interest disclosure
statement disclosing any business
or familial relationships with Board
members, employees or agents of
the Authority, which may disqualify
the bidder from consideration.%

Potential Conflicts

No state law requires RMAs to comply with
the Local Government Code’s Chapter 171,
which concerns conflicts of interest. That
chapter requires local public officials to file
affidavits stating their involvement in busi-
nesses of which they own or control more
than 10 percent, and individuals to whom
they are closely related, when either is
involved in an issue before the local govern-
ment. The officials must not participate in
any governmental decision involving the busi-
ness or person described in their affidavits.

According to CTRMA, the authority attempts
to comply with Chapter 171 even though it is
not legally required to do so.%

In February 2003, CTRMA first adopted writ-
ten policies on conflicts of interest for its
board members and staff, as well as sepa-
rate policies for consultants and financial
advisors. These policies are consistent with
the Local Government Code. For example,
CTRMA’s bylaws prohibit board members
from accepting gifts, favors, services or other
compensation that could influence or impair
their conduct or independent judgment, a
provision common to several state boards.5?

As evidence of compliance, CTRMA advised
the review team that one board member

Conflict of
interest policies
are intended to
prevent public
officials and
staff from taking
public actions
that may bring
them—or appear
to bring them—a
personal benefit,
particularly a
financial one.
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Currently, Tesch
has a substantial
interest in more
than 254 acres of
real estate within
two miles of the
proposed US 183-
A right of way.

recused himself from a November 2003 vote
authorizing HNTB to perform work because
he had been hired by an HNTB subcontractor
to work on an unrelated job for the City of
Austin. Another instance concerned a previ-
ous CTRMA board member who removed
himself from consideration during the search
for an executive director because he desired
to seek election to a Williamson County com-
missioner’s seat.5

Executive Director’s Hiring

Mike Heiligenstein was a member of the Wil-
liamson County Commissioners Court until
December 2003, and in that capacity voted
for the formation of CTRMA and for the
appointments of four of its board members.
According to CTRMA's Web site, he also “ini-
tiated the drive for transportation improve-
ments that led to the passage of a $350
million dollar bond package” in Williamson
County.

In 2004, however, the Texas Ethics Commis-
sion cited Heiligenstein and three other Wil-
liamson County commissioners for an ethics
violation related to the promotion of that
same bond package. The Ethics Commission
found that the commissioners used public
funds for political advertising in connection
with the Williamson County Road Bonds Pro-
gram. Each commissioner received and paid
a $400 civil penalty for the violation. Several
future CTRMA contractors also worked on
this bond program.

CTRMA’s board offered Heiligenstein the
executive director job on November 5, 2003.
He continued to serve on the Williamson
County Commissioners Court, voting at its
December 2, 2003 hearing, and was formally
selected for the CTRMA job on December 9.

Thus one of the persons responsible for cre-
ating CTRMA found himself in the authority’s
top position.

Chairman’s Land Ownership

In November 2002, the Williamson County
Commissioner’s Court named Robert “Bob”

Tesch as one of its three members for the
CTRMA board of directors. On January 22,
2003, Governor Perry appointed Tesch to
chair the CTRMA.

The CTRMA Web site states that Tesch has
owned and operated a real estate investment
and development business in central Texas
since 1984.57 During a spirited CTRMA meet-
ing in November 2004, a member of the Austin
Toll Party accused Chairman Tesch of a con-
flict of interest and asked if he owned land

in the vicinity of the proposed US 183-A toll
road. Tesch responded that he did, but that it
was not affected by the project.

Given the intertwined nature of road devel-
opment and the real estate industry, the
review team set out to establish the facts.

Tesch acknowledges that he has interests

in several properties in Williamson County,
including two large holdings of about 86
acres and 146 acres, both acquired in 2000. In
a November 12, 2004 letter to the Comptrol-
ler’s office, he stated:

All property that I own was acquired
well in advance of either of these
appointments, with no knowledge of
the existence of the CTRMA, or any
contemplation of ever serving on its
board. I have acquired no interest in
any real estate since either appoint-
ment and CTRMA has taken no
action which would have a special
economic effect on any property I
own.%

Yet despite Tesch’s affidavit to Williamson
County, it seems almost certain that the con-
struction of US 183-A will enhance the value
of any holdings near the road. Land near a
proposed right of way often appreciates in
value as the road is built. For instance, pub-
lic records show that the property valuation
(less any improvements) of an 18-acre tract
Tesch owns, which lies about 2,000 feet east
of future US 183-A right of way, has already
increased by 612 percent since the time of
his appointment to the CTRMA board.%® And,
as indicated below, landowners are already

26 Special Repert: Central Texas Regional Mobility Authority: A Need for a Higher Standard ¢ March 2005



Special ‘Repart: Central Texas Regional Mobility Authority: A Need for a Higher Standard

touting proximity to US 183-A in their land
offerings.

Currently, Tesch has a substantial interest in
more than 254 acres of real estate within two
miles of the proposed US 183-A right of way.
The most recent appraised value of this land,
less any improvements, is about $8 million.
This total includes his two-acre residential
property located 800 to 1,000 feet to the east
of the right of way.

Exhibit 11 provides a timeline of Tesch’s
real estate investments along with critical
milestones in the development of US 183-A;
Exhibit 12 summarizes Tesch’s real estate
interests. As Exhibit 11 shows, Tesch began
making substantial land acquisitions in the
vicinity of US 183-A less than one month
after CAMPO adopted plans for US 183-A.
Exhibit 13 shows the locations of Tesch’s
landholdings in the vicinity of US 183-A.

Williamson County did not specifically
require disclosures of land ownership out-
side of the US 183-A right of way as part

of its board member application form. As
required by the Williamson County commis-
sioners, however, Tesch signed an affidavit
stating that he owned no land in the right of
way itself.

His affidavit also indicated that he had “no
personal investments that could reasonably
be expected to create a substantial conflict
of interest between private interests and

the interests of the RMA.”™ In the affidavit,
Tesch did not identify the 254 acres in which
he had a substantial interest at the time of
his appointment.”!

Likewise, the Governor’s Office appointment
application did not request any land owner-
ship information, and did not offer Tesch an
opportunity to disclose this type of commer-
cial interest."™

Another way to determine if CTRMA’s first
project will materially benefit landowners

in the vicinity of US 183-A is to review how
developers advertise these tracts of land.
Cedar Park, like many other Texas cities, has

an Economic Development Corporation that
uses local tax revenue to aid the community
with business development. Tesch’s 2002
CTRMA governor appointment application
lists Tesch as a board member of the Cedar
Park Economic Development Corporation,
having served since September 2002.

Among the tracts of land advertised for
development on the corporation’s Web site
are many located along FM 1431 in the vicin-
ity of US 183-A, including one of Tesch’s
properties (site 2 on Exhibits 12 and 13).
The developers of several of these tracts cite
their properties’ proximity to the proposed
183-A project as an enticement to purchase
or invest. One of these is the Carssow family
partnership, which owns land along the US
183-A right of way with an appraised value
higher than any entity other than the state
of Texas and which recommended Tesch for
appointment to the CTRMA board. Tesch’s
property is located directly across FM 1431
from the Carssow property.

Each time Tesch votes on matters relating to
US 183-A, he has the potential to increase the
value of property in the vicinity of the new
toll road. Accepting appointment to chair the
board of CTRMA, a political subdivision of
the state whose identified first project would
materially benefit his real estate holdings,
strongly suggests the potential for conflicts
of interest.

Given the nature of CTRMA’s mission in

road building and the explosive growth in
the vicinity of CTRMA's first project, the
Governor’s Office and both county commis-
sioners courts should have required prospec-
tive board members to disclose all real estate
interests, not simply those within the initial
project’s right of way.

Full disclosure of all real estate holdings
would allow the appointing officials to make
more fully informed decisions. Prohibiting
appointments of individuals who stand to
benefit from projects they approve is funda-
mental good government.

The Governor’s
Office
appointment
application did
not request any
land ownership
information
and did not
offer Tesch an
opportunity to
disclose this type
of commercial
interest.
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May 8, 1995

June 12, 2000

July 10, 2000

September 1, 2000

March 2001

May 25, 2001

September 2002
October 31, 2002

November 2002

January 2003

March 10, 2003

June 26, 2003

July 12, 2004

January 2005

February 2005

EXHIBIT 11
Chairman Tesch’s Significant Real Estate
Interests in the Vicinity of US 183-A

Tesch acquires 18-acre real estate (future site of his business office space) approximately
2,000 feet east of future US 183-A right of way.

CAMPO adopts plans for US 183-A Toll Road.

Tesch acquires 39 percent interest in a 146-acre development site approximately 1 mile
east of US 183-A right of way with intent to develop site.

Tesch acquires 88-acre site along CR 268, approximately two miles east of US 183-A right
of way.

Tesch begins construction improvements on 18-acre land tract. Builds two-story office
building adjacent to his real estate business building, Tesch and Associates Inc.

Tesch acquires personal residence approximately 800 to 1,000 feet east of the proposed
US 183-A right of way.

Tesch becomes a board member of the Cedar Park Economic Development Corporation.
TxDOT approves creation of CTRMA, with first project identified as US 183-A.

Williamson County Commissioners’ Court appoints Bob Tesch to CTRMA Board of Direc-
tors. Tesch signs affidavit stating that he has “no personal investments that could reason-
ably be expected to create a substantial conflict between private interests and the inter-
ests of the RMA.” At the time of affidavit, Tesch has significant interest in approximately
254 acres of land within two miles of US 183-A right of way.

Governor appoints Tesch to Chairman of the CTRMA Board.

CAMPO appoints a Technical Advisory Committee to “make recommendations to the
Transportation Policy Board on the CAMPO Long-Range Plan and the Transportation
Improvement Plan.” Tesch represents CTRMA on the committee from April-October 2003,
then passes off duty to board member Johanna Zmud.

Bob Tesch receives 5.35-acre site adjacent to an 88-acre site as part of compensation
package from Williamson County. In lieu of condemnation, Tesch sold an 8-acre strip of
his property to provide right of way for the Williamson County Parmer Lane road project.

CAMPO adopts amendments to FY 2004-08 Transportation Improvement Plan, which
includes US 183-A.

Summary of significant property interests in the vicinity of US 183-A. Total acreage:
254.245 (two acres of which is homestead property). Total appraised value of acreage:
$7,995,136 (not including improvements).

Tesch-owned land in the vicinity of US 183-A is advertised for sale on the Cedar Park Eco-
nomic Development Corporation Web site.

Sources: Bob Tesch; Williamson County Appraisal District and CAMPO.
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Summary of Chairman Tesch’s Substantial Land Interests in Williamson County
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EXHIBIT 13

Locations of CTRMA Chairman’s Land Interests in Williamson County

Site 2: Tesch and Associates, Inc
Real Estate Offices
18 acres (Acquired May, 1995)

2002 land value: $278,696
Current land value: $1,983,070

Site 4: Site conveyed to Cedar Park
for roadway construction
2.21 acres (Conveyed in January, 2001)

2002 land value: $372,984
Current land value: $448,889

E. Whitestone Blvd.

el FM 1431

: Estimated distance: 1 mile :

US 183-A

RIGHT OF WAY

Site 1: Homestead (not shown)
2 acres (Acquired May, 2001)

2002 land value: $217,800
Current land value: $348,480

Stardust Dr.
‘ >

(%)
c

o

2 Y

] o

a o

b

Moonlight Trl.

Site 3: Dpvelopmental Site, 39% interest
146 acres (Acquired July, 2000)

2002 land value: $2,937,344
Current land value: $4,388,516

Sources: Williamson County Appraisal District, Bob Tesch and Texas Comptrollel of Public Accounts.
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EXHIBIT 13 (cont.)
Locations of CTRMA Chairman’s Land Interests in Williamson County

Site 5a: Developmental Site
80 acres (Acquired in September ’00)

2002 land value: $464,200
Current land value: $815,560 Site 5h: Developmental Site

CR
266

North end

of US 183-A

5.3 acres (Acquired June ’03)

2002 land value: $10,530
Current land value: $10,621

Estimated distance: 2 miles |—>

Approximate
US 183-A
right of way

Existing
US 183

CR
268
Approximate
Parmer Lane
right of way
—
CR
264 -
Existing

Parmer Lane

Sources: Williamson County Appraisal District, Bob Tesch and Texas Comptroller of Public Accounts.

Board Member
Contracts with TxDOT

June 2004 e-mails between CTRMA, its gener-
al counsel and TxDOT legal staff provided to
the review team discuss a potential conflict
of interest concerning CTRMA Board Mem-
ber Johanna Zmud, whose business, NuStats,
performs transportation-related origin and
destination surveys for travel demand fore-
cast models. According to the e-mails, Zmud

is a partner in NuStats and owns more than
10 percent of this business.

In a February 4, 2005 e-mail to the review
team, CTRMA said that Zmud’s company

had not served as a “primary contractor” to
TxDOT during her tenure on the CTRMA
board. CTRMA did say, however, that NuStats
is a subcontractor on two teams under con-
tract to TxDOT, but that the work was “ancil-
lary” and “not structured as such to avoid the
RMA issues.”
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All Texas tolling
authorities are
part of Team
Texas, including
CTRMA and

the North

Texas Tollway
Authority, Harris
County Toll
Road Authority
and Fort Bend
County Toll Road
Authority.

This appears to be a violation of TxDOT’s
rule §26.51(b)(1)(A), which states:

(b) Eligibility of directors and chief
administrative officer.

(1) A person is not eligible to serve
as a director or chief adminis-
trative officer of an RMA if the
person or the person’s spouse:
(A) is employed by or partici-

pates in the management of
a business entity or other
organization, other than a
political subdivision, that

is regulated by or receives
funds from the department,
the RMA, or a member
county;

(B) directly or indirectly owns
or controls more than a
10% interest in a business
or other organization that
is regulated by or receives
funds from the department,
the RMA, or a member
county;

(C) uses or receives a substantial
amount of tangible goods,
services, or funds from the
department, the RMA, or a
member county; or

(D) is required to register as a
lobbyist under Government
Code, Chapter 305, because
of the person’s activities
for compensation on behalf
of a profession related to
the operation of the depart-
ment, the RMA, or a mem-
ber county.”™

Gifts, Favors and Services

Section 370.252(a)(1)(A) of the Transportation
Code prohibits the acceptance or solicitation
of any gift, favor or service that might reason-
ably influence a director or employee. In addi-
tion, section 370.252(a)(1)(B) prohibits the
acceptance or solicitation of any gift, favor or
service that a director or employee knows or
should know is being offered with the intent
to influence the director’s or employee’s offi-

cial conduct. Section 370.252(a)(4) prohibits
a director or employee from making personal
investments that could reasonably be expect-
ed to create a substantial conflict between the
director’s or employee’s private interest and
the interest of the CTRMA. Finally, section
370.252(a)(6) prohibits a director or employee
from having a personal interest in an agree-
ment executed by the CTRMA. CTRMA has
participated in numerous activities that
appear to violate these provisions.

Team Texas: Team Texas is a nonprofit
organization created to provide a forum for
Texas toll authorities to discuss issues and
share ideas relating to the tolling industry.
All Texas tolling authorities are part of Team
Texas, including CTRMA, the North Texas
Tollway Authority, the Harris County Toll
Road Authority and the Fort Bend County
Toll Road Authority.

CTRMA does not pay a membership fee to
belong to Team Texas. The organization is
funded by private transportation-related
businesses including Kellogg, Brown & Root;
TransCore; Cobb Fendley & Associates and
Winstead Sechrest & Minick and others.™

CTRMA's executive director serves as the
treasurer of the organization. In doing so, he
appears to be in violation of Section 370.252(c)
of the Transportation Code, which states that
a person may not serve as an RMA director or
chief administrative officer if he or she is an
officer, employee or paid consultant of a Texas
trade association in the field of road construc-
tion or maintenance or public transportation.

Section 370.252(d) of the Transportation
Code defines “Texas trade association” to
mean a nonprofit, cooperative, and voluntary
joined association of business or profession-
al competitors in this state designed to assist
its members and its industry or profession in
dealing with mutual business or professional
problems and in promoting their common
interests. Team Texas appears to meet this
definition of a trade association.

Team Texas holds quarterly meetings in dif-
ferent cities (Austin, San Antonio, Dallas and
Houston) at resorts such as Barton Creek
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and the Westin La Cantera. Private firms
such as HNTB, Locke Liddell & Sapp LLP,
HDR Engineering and UBS Paine Webber, all
of which are CTRMA contractors, sponsor
events at the meetings.”™

These sponsors often pay for receptions and
activities. The Team Texas event in Plano

on July 14, 2004 included a golf tournament
at the Golf Club at Castle Hills paid for by
PBS&J (a transportation engineering, plan-
ning and architecture firm) at an approxi-
mate cost of $7,500, including golf, meals and
refreshments for 85 people.

Event at the Four Seasons in Austin: A
CTRMA document entitled “CTRMA Stake-
holder Meeting Notes” refers to a September
30, 2003 event held at the Four Seasons Hotel
in Austin, at which “CTRMA recognized area
legislators, TxDOT Director Behrens and
Representative Mike Krusee for their hard
work in passing H.B. 3588.”

When questioned about the event, CTRMA
responded:

HNTB held a corporate officers
meeting at the Four Seasons, and in
conjunction therewith held an eve-
ning reception for local community
leaders, business leaders, and legis-
lators. As a courtesy HNTB included
the CTRMA’s name as a co-host for
the reception. HNTB paid for the
event in its entirety—the CTRMA was
not charged and did not spend any of
its money for the event.”

The review team requested that CTRMA pro-
vide more details on the event, but was told
that HNTB did not retain a list of invitees.

Hotel records show that the event was billed
to HNTB at a cost of $7,306.79. The two-hour
function featured a deluxe hosted bar, jumbo
gulf shrimp and snow crab, as well as floral
designs costing $811.88.7

Dinner at Sullivan’s: Richard Ridings of
HNTB invited five CTRMA board members
and the CTRMA executive director to dinner

at Sullivan’s Steakhouse on June 23, 2004.
The e-mail invitation stated:

Reservations at Sullivan’s—Cam-
eron County Commissioners David
Garza and Edna Tamayo, along with
County Transportation Director

Pete Sepulveda will be visiting on
Wednesday to obtain information on
how Travis and Williamson County
developed the first Regional Mobility
Authority, the CTRMA. We will be
hosting a dinner at Sullivan’s @ 300
Colorado Wednesday night June 23rd
at 8:00 PM to provide each of you an
opportunity to share your thoughts
with the commissioners....”

This meal should be considered a gift from
HNTB, the CTRMA contractor (see Appen-
dix 6 for the full text of the e-mail).

Though the Texas Ethics Commission does
not enforce TxDOT rules, the review team
sought the Commission’s advice because of
its expertise in ethics matters. When asked
by the review team, the Texas Ethics Com-
mission indicated that it is inappropriate for
HNTB to host events such as those described
above. The Ethics Commission referred the
review team to Chapter 370, Section 370.252
of the Transportation Code, the “no gift” pro-
vision cited above.

Transportation Summit: On August 10 and
11, 2004, the CTRMA chairman attended the
Seventh Annual Texas Transportation Sum-
mit in Irving, Texas. CTRMA reimbursed
him for $403.19, including $24.36 for meals;
$13.53 for parking; $268.91 for a rental car;
and $72.39 for long-distance calls. In addi-
tion, HNTB picked up another $260.55 of
the chairman’s expenses, for his hotel room,
long-distance calls and fax services. CTRMA
should have paid for these latter expenses,
since they could constitute a gift within the
meaning of the Transportation Code.

Subcontractors

CTRMA'’s conflict of interest policy concern-
ing consultants provides that “any individual

Any individual,
Sfirm, or team
submitting

a proposal to
CTRMA must
disclose to the
authority’s
general counsel
any current or
previous (within
the past 12
months) business
relationship
with these key
personnel.
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As a new

entity that is
outsourcing
almost all of

its functions

to private
companies,
CTRMA and its
contractors and
subcontractors
should assume
that every action,
every relationship
and every expense
will recetve the
highest public
scrutiny because,
as this report
itself proves, they
already have.

or firm receiving more than $10,000 in com-
pensation for goods and services rendered

to CTRMA during the preceding 12 months”
shall be listed in public records as

“key personnel.” Any individual, firm, or
team submitting a proposal to CTRMA must
disclose to the authority’s general counsel
any current or previous (within the past 12
months) business relationship with these key
personnel. Failure to do so is grounds for
rejection of the proposal and future disqualifi-
cation from other work. The policy does not,
however, specify whether it applies to sub-
contractors not initially identified as “key.”

Similarly, any key personnel who review
proposals submitted to CTRMA; participate
in the procurement of goods and services
leading to a proposal; or supervise any work
under a proposal must disclose their busi-
ness relationship with any proposer. The
Executive Committee of the CTRMA board
must determine, in each case, if the relation-
ship constitutes a conflict and what, if any,
safeguards should be implemented to pre-
vent improper communication.”

The policy for financial advisors is similar
except that it lacks the dollar threshold defin-
ing key personnel. Investment banking firms
are exempt from a provision prohibiting key
financial personnel from being part of a team
“proposing or competing to develop a trans-
portation project through a comprehensive
development agreement.” These firms, how-
ever, may not participate in any syndicate of
firms financing a CTRMA project.

CTRMA provided information on situations
related to conflict of interest arising in 2004.
For example, Cobb Fendley & Associates,

a Houston civil engineering firm, provides
services to HNTB. Under a separate con-
tract, Cobb Fendley is also part of a team

of contractors working on CTRMA’s CDA to
construct US 183-A. Cobb Fendley, in a let-
ter dated July 30, 2004, agreed to CTRMA’s
request that it ensure that its personnel on
each project are segregated from one other;
obtain signed confidentiality agreements;
establish separate accounting project num-
bers and files for each client; and take other

managerial steps to prevent unlawful or
unethical communication.

Grier-Bankett: One HNTB subcontract that
has brought attention to CTRMA is a con-
tract with Grier-Bankett of Austin for “public
involvement services for US 183-A.” HNTB
hired Stacy Dukes-Rhone, a principal of Grier-
Bankett, to provide public information on
tolls and US 183-A primarily to East Austin
communities. As widely reported in news
accounts, Dukes-Rhone’s sister is a state rep-
resentative and member of the CAMPO board
that approves toll-road projects, including US
183-A.

Grier-Bankett and HNTB signed the contract
on July 7th and 13th, respectively. The con-
tract, however, became effective February 1,
2004, more than five months earlier. CAMPO
approved CTRMA’s plan to levy tolls on US
183-A on July 12th. The state representative
voted with the 16-7 majority, but did not dis-
close any knowledge of her sister’s employ-
ment on the authority’s behalf.

News accounts raised questions of impropri-
ety concerning this subcontract. The review
team asked CTRMAs staff and general coun-
sel to explain the propriety of this contract
and the delay in its signing, since the delay
gives the appearance of retroactive approval
of work in exchange for political favors.
CTRMA admitted that the delay was neither
good business practice nor good public
relations. CTRMA said that, because Grier-
Bankett was an HNTB subcontractor and not
a CTRMA contractor, there was no conflict
of interest.8!

At best, the contract illustrates the inter-
woven relationships that are common
among many of CTRMA's contractors and
subcontractors, as well as between CAMPO
and CTRMA. It also illustrates the need for
CTRMA to exercise oversight of its contrac-
tors to prevent the appearance of favoritism.

As anew entity that is outsourcing almost
all of its functions to private companies,
CTRMA and its contractors and subcontrac-
tors should assume that every action, every
relationship and every expense will receive
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the highest public scrutiny because, as this
report itself proves, they already have.

CTRMA has entrusted HNTB with the man-
agement of much of its daily operations, as
well as oversight of its subcontractors. As
with the Grier-Bankett contract noted above,
HNTB has hired a number of subcontractors
who have existing relationships with Travis
and Williamson County officials responsible
for regional transportation policies.

HNTB itself had an existing contract to work
on a Williamson County Road Bonds Pro-
gram. HNTB, in turn, has hired a number of
subcontractors who have prior contracts for
Williamson County projects. Some CTRMA
board members and staff have previous ties
to some of the subcontractors as well.

To some extent, the reliance on contractors
who have previous experience in Williamson
County road projects is understandable,
given that CTRMA was being pressured by
TxDOT officials to move quickly in obtaining
approval of a new regional mobility plan and
issuing toll revenue bonds for the construc-
tion of US 183-A.

The reliance on contractors with existing
relationships to CTRMA decision-makers,
however, creates an impression of “insider
dealing” that is inappropriate for a govern-
ing body established to implement mobility
projects for a multi-county region. Further-
more, some of the contracts, particularly
those awarded by HNTB, do not appear to
have been thoroughly vetted to ensure that
the selection process used by CTRMA and its
GEC remains above criticism.

Amos “Pete” Peters III: Amos “Pete”
Peters I1I is a consultant contracting with
HB Media, an HNTB subcontractor. Peters
also has billed CTRMA directly for goods
and services. Peters has a very long history
of relationships with Williamson County offi-
cials and others involved in CTRMA, having
worked on the political campaigns of many
Williamson County office-holders, includ-
ing Mike Heiligenstein, a former Williamson
County Commissioner who is now the execu-
tive director of CTRMA.8

Peters’ resume, included in HNTB'’s bid for
the GEC contract, boasts that he has worked
on more than 600 political campaigns. The
HB Media Web site lists clients including
HDR Engineering and Prime Strategies, both
of which either have or have had contracts
with CTRMA. Peters also created a “Roads
Now” political action committee to promote
the Williamson County Road Bonds Program
approved by voters in 2000.

Peters has a 20-year criminal record, includ-
ing charges for check fraud/swindling, fraud/
illegal use of credit cards, larceny and DUIL
From 1969 to 1989, he was convicted of three
felonies and three misdemeanors.83

Interestingly, Peters was considered so close
to Williamson County officials that the state
Attorney General’s Office joined a recent
investigation of him.%* According to one report,
“Peters has handled campaign work for almost
every major office holder in the county.” The
investigation focused on several meetings
related to the Williamson County Road Bonds
Program for which Williamson County paid
Peters; some persons who were supposed to
be at these meetings allege that they never
took place.??

In contrast, the Comptroller’s office requires
that each proposer or bidder for a contract
with the agency sign a “No Criminal Convic-
tion” certification. The Comptroller’s office
will not contract with anyone who has a
felony conviction.

CTRMA has paid Peters’ public relations
firm, known as “The Communicators,” thou-
sands of dollars for billings he submitted for
activities in February 2004. These billings
included a February 19, 2004 meeting held
at the University of Texas Club for TxDOT
executive director Mike Behrens’ “150
Group” at a cost of $1,727.19.

CTRMA was asked for details on this event.
The authority’s general counsel provided the
following response:

The 150 Group was [a] short-hand
reference to an invited gathering of
business and community leaders

In contrast, the
Comptroller’s
office requires
that each
proposer or
bidder for a
contract with
the agency sign
a “No Criminal
Conviction”
certification.
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In sum, then,
CTRMA’s law
Sfirm helped write
the legislation
that expanded
CTRMA'’s powers
and authority,
and subsequently
received a
contract to
provide it with
general counsel
services.

to hear a presentation by TxDOT
executive director Mike Behrens
and CTRMA executive director Mike
Heiligenstein in February, 2004. The
purpose of the event was to inform
attendees of the transportation fund-
ing crisis the state was facing and
the need for innovative proactive
solutions to funding challenges. This
was a one-time gathering, and there
was no formal structure, operation
or organization.8¢

Another Peters bill includes $202.32 for cop-
ies of a CAMPO presentation made for the
Austin District manager for TxDOT, regard-
ing community work. Peters also billed
CTRMA several hundred dollars for newslet-
ters issued from October 2003 to January
2004, but the bills were not presented for
approval until March 2004.

HNTB also contracts with Peters separately
through its subcontractor HB Media, which
paid him an hourly rate of $145. From Sep-
tember 2003 to April 2004, his monthly bill-
ings through HB Media ranged from about
$6,000 to $12,000 per month.

When the review team asked CTRMA about
instances in which contractors billed both
CTRMA and its subcontractors, the authority
stated that it was only aware of one instance,
by Martin & Salinas, and that it was a simple
billing error. CTRMA did not mention the
Peters situation.

Locke Liddell & Sapp: Locke Liddell &
Sapp has been intimately involved in the
CTRMA project since its inception. The firm
was a subcontractor to Prime Strategies, the
consultant that served as an initial staff for
the CTRMA board, and helped write the land-
mark H.B. 3588 legislation creating RMAs.
The law firm and CTRMA even shared the
costs of the governor’s June 2003 signing cer-
emony for the bill.

The firm’s attorney who acts as CTRMA’s
general counsel is a registered lobbyist.
According to the Texas Ethics Commission,
he has registered as a lobbyist for CTRMA,

with 2005 compensation estimated at
between $10,000 and $24,999.99.

In sum, then, CTRMA's law firm helped write
the legislation that expanded CTRMA's pow-
ers and authority, and subsequently received
a contract to provide it with general counsel
services. Furthermore, CTRMA is reimburs-
ing the firm for both general counsel and lob-
bying services. Thus the firm could directly
lobby for legislation on CTRMA's behalf that
could affect the value of its other services to
the authority.

Informative Efforts: The principals of this
public relations firm are Cathy Howell and
Melinda Wheatley, who are subcontractors
for Nancy Ledbetter Associates, which in
turn contracts with HNTB. Their relation-
ship with the transportation industry may
represent a potential conflict of interest.
Informative Efforts had a previous consult-
ing arrangement with JP Morgan Securities
Inc., a CTRMA contractor, and was paid a
retainer fee of $7,000 per month plus expens-
es. The Austin office of JP Morgan Securities
indicated that Informative Efforts performed
lobbying work and that it was a short-term
contract terminated around March 2004.

Melinda Wheatley was Informative Efforts’
primary contact with JP Morgan Securities.
Wheatley was listed on the 2004 Texas Eth-
ics Commission lobby list for only one client,
TransCore, a sponsor of Team Texas. This
company provides services and products that
enable toll authorities to manage transac-
tions using toll tags. As such, TransCore is a
potential CTRMA contractor.

Recommendations

11. Prospective RMA board members
should be required to disclose all
real estate holdings, not simply
those in the right of way of any
planned mobility project.

State law should be amended to
require that candidates for the RMA
board positions fully disclose all
known potential conflicts of interest.
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12.

13.

14.

15.

CTRMA Chairman Tesch should
resign from the board immedi-
ately, due to the potential for self-
enrichment.

CTRMA board member Zmud
should resign from the board
immediately, as her membership on
the CTRMA board violates provi-
sions of the Transportation Code.

CTRMA and other RMAs should
ensure that none of its board mem-
bers or employees accepts gifts,
favors or services that could be
construed as being made to influ-
ence them.

The authority’s participation in Team
Texas events lends itself to influence
by the transportation industry and
appears to violate the “no gifts” provi-
sion of Chapter 370, Section 370.252 of
the Transportation Code.

CTRMA should immediately with-
draw from Team Texas. Mike Heili-
genstein should vacate his position
as treasurer of Team Texas.

Mike Heiligenstein’s role in the Team
Texas organization appears to violate
state law, as Team Texas appears to fit
the description of a trade association.
He should no longer serve as the trea-
surer of this organization, or he should
resign from CTRMA.

16.

17.

18.

19.

CTRMA and other RMAs should
adopt contract procedures to
ensure that its contractors and
subcontractors receive contracts
based entirely on published speci-
fications, regardless of whether
they contract directly with the
RMA or its contractors.

As an additional protection, CTRMA
should require each contractor to dis-
close any known or potential conflicts
of interest among its subcontractors,
regardless of whether the conflict is
between the contractor and subcon-
tractor or among subcontractors, and
regardless of the dollar value of the
contract or subcontract.

State law should be amended to
require RMAs to use their Web
sites to publish information docu-
menting all contracts, including
the name of the contractor, key
personnel, the cost and term of the
contract, a description of goods
and services to be provided by the
contractor and a justification for
the necessity of the contract.

State law should be amended to
require RMAs and their contrac-
tors to perform criminal back-
ground checks for contractors and
subcontractors and RMAs should
not hire or contract with anyone
previously convicted of a felony.

RMAs should not allow employees,
contractors or subcontractors to
lobby on their behalf.
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IV. LAX EXPENDITURE CONTROLS

Background

CTRMA has a multi-step approval process
for dealing with contractor and subcontrac-
tor invoices. As Exhibit 14 shows, CTRMA’s
accountant and HNTB review all subcontrac-
tor or vendor invoices. The invoices then

are sent to CTRMA’s executive director for
review and approval. After the executive
director approves the invoice, it is sent to
TxDOT for review and payment approval.
After TxDOT approves the invoice for pay-
ment, a warrant is issued and sent back to
CTRMA for final approval and disbursement.

CTRMA’s invoice submittal and approval pro-
cess is similar to the process used by most
governmental entities, in that invoices pass
through several different approval points both
in and outside the agency before a payment

is issued. These approval points are critical to
ensure the appropriateness of the expenditure
according to state law as well as agency policy.

Moreover, since CTRMA receives monies from
the State Highway Fund and the uses of those
funds are restricted by the Texas Constitution,
it is critical that CTRMA accurately account for
expenditures of funds from all sources.

Exhibit 15 shows HNTB'’s invoice review
and approval process. The process contains
11 approval points at which the invoice is
reviewed and either approved or rejected.

Since HNTB and its subcontractors perform
much of CTRMA’s work, HNTB is responsible
for a majority of the authority’s bills; these
go through both approval processes. A sum-

EXHIBIT 14

CTRMA Invoice Process Flow Chart
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EXHIBIT 15
HNTB Invoice Review and Approval Process Flow Chart
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Sources: HNTB and Texas Comptroller of Public Accounts.

Inappropriate Expenditures

mary of CTRMA's expenditures through 2004
can be found in Appendix 7.

The Comptroller’s review team found that
CTRMA has made a number of questionable
reimbursements. While the authority is not

subject to state reimbursement require-
ments, these requirements do represent
useful and appropriate guidelines for the
expenditure of public tax dollars. CTRMA
has approved purchases in travel, meals

and mileage that would be considered
inappropriate for a state agency and, in some
cases, violate its own policies as well.

According to Chapter 370 of the Transpor-
tation Code and Section 9 of the CTRMA

Bylaws, board members can be reimbursed
for mileage and other expenses associated
with the performance of their duties as board
members.3” While reimbursement for travel
to and from board meetings and other offi-
cial functions is an acceptable practice for
state agency board members, many board
member reimbursements paid by CTRMA
would be unacceptable at a state agency.

According to the 2003 General Appropria-
tions Act, reimbursements for transportation
and incidental expenses incurred by state
board and commission members must be
provided at the same rate as state employ-
ees. Specifically, airfare for board and/or
commission members can be reimbursed

at the levels established in the State Travel
Management Program (STMP), which vary
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by location and distance. Mileage costs for
driving by board or commission members in
their own vehicles can be reimbursed at a
maximum of 35 cents per mile.

In addition, the 2003 General Appropriations
Act caps in-state meal per diems for board
members at $30 per day and in-state lodging
expenses at no more than $80 per day. (The
act does allow for higher reimbursements
for legislators, but even these are capped at
twice the amount available to state employ-
ees, or $60 per day for meals and $160 per
day for lodging.)88

On January 26, 2005, the CTRMA board
adopted a reimbursement and travel policy
that provides guidelines for board members
and staff concerning travel, lodging, meals
and incidental expenses associated with
their duties as CTRMA representatives.

CTRMA’s new travel policy provides only one
cap for reimbursements: mileage accrued
by CTRMA board members and staff in their
personal vehicles can be reimbursed at the
maximum level allowed by the federal gov-
ernment. The policy also disallows expenses
for alcoholic purchases, entertainment
(including hotel movies) and parking or traf-
fic tickets. It also disallows reimbursement
for expenses accrued by spouses or “signifi-
cant others” of CTRMA board members or
staff who accompany them on travel.

Other than these guidelines, the policy
allows board members and employees to use
their best judgment on the appropriateness
for travel expenses.?? It also fails to address
expenses accrued by CTRMA contractors or
subcontractors. In general, the new policy
does not provide for the type of accountabil-
ity one would expect in governmental agency
dealing with taxpayers’ money.

From January 1, 2003 through December

31, 2004, CTRMA reimbursed its chairman

a total of $11,066.30 for CTRMA-related
expenses. A majority of this was for mileage
to and from meals and meetings with vari-
ous local and state officials, contractors and
representatives of special-interest groups.
Occasionally, the chairman received reim-

bursements for the cost of meals as well.
State and local board members generally are
not reimbursed for such expenditures.

For example, on November 20, 2003, the
chairman bought lunch for a state represen-
tative, the TxDOT Austin District Engineer,
the HNTB project manager, a Williamson
County Commissioner who would become
the CTRMA executive director and CTRMA's
general counsel at the University of Texas
Club, at a cost of $92.10. CTRMA later reim-
bursed the chairman for the cost of the meal,
mileage and parking, for a total cost to tax-
payers of $125.63. The receipt filed for reim-
bursement simply stated “RMA meeting.”

CTRMA also has reimbursed the chairman
for administrative work performed by the
staff of his own company. These totaled
more than $3,000, at $19 per hour and later
at $23.08 per hour, between August 2003

and December 2004. CTRMA did not have a
contract with the chairman’s staff to perform
this administrative work.

These reimbursements appear to have vio-
lated several sections of the Transportation
Code. Section 370.252(a)(6) of the Trans-
portation Code prohibits a director of an
RMA from having a personal interest in any
agreement executed by the authority. Section
370.252(b)(1)-(3) of the Transportation Code
provides that a person is ineligible to serve
as a director of an RMA if the person: (1) is
employed by or participates in the manage-
ment of a business entity or other organiza-
tion that receives funds from the RMA; (2)
directly or indirectly owns or controls more
than a 10 percent interest in a business

or other organization that receives funds
from the RMA; or (3) receives a substantial
amount of funds from the RMA. It is a ground
for removal of a director from an RMA board
if the director at the time of appointment or
at any time during the director’s term is ineli-
gible to be a director under Section 370.252
of the Transportation Code.

Section 370.260(a) of the Transportation
Code prohibits a director of an RMA from
contracting with the RMA or being directly

CTRMA also has
reitmbursed the
chairman for
administrative
work performed
by the staff of his
own company.
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If CTRMA does
not establish
policies limiting
the range of
acceptable
reimbursements
and capping
their amounts,
it puts itself at
risk of approving
exorbitant,
inappropriate
or illegal
expenditures.

or indirectly interested in a contract with
the RMA. And Section 370.260(b) provides
that a director who violates this prohibition
is liable for a civil penalty to the RMA in an
amount not to exceed $1,000.

CTRMA also paid $2,400 for the chairman’s
personal membership in the Austin Area
Research Organization (AARO). According
to its Web site, AARO is a group of busi-
ness leaders who gather to discuss “mutual
concerns.” This membership is not a require-
ment of his role with CTRMA and he was a
member of AARO before being appointed

to the board. Interestingly, another CTRMA
board member belongs to AARO and was not
reimbursed for his membership fee.

CTRMA also reimbursed a board member
for $780 in round-trip airfare from New York
City to Austin. The board member asked to
be reimbursed because she “was on business
and would have missed the monthly board
meeting had the board member not bought
an additional ticket to fly to Austin and
return to New York to continue the board
member business.”?

The Transportation Code does not specify
which RMA board member expenses are eligi-
ble for reimbursement. CTRMA bylaws, how-
ever, state that board members “will be reim-
bursed for their actual expenses of attending
each meeting of the Board and for such other
expenses as may be reasonably incurred in
their carrying out of their duties and func-
tions.”! The bylaws do not set any limits on
such reimbursements, and the new reimburse-
ment policy only limits mileage expenses.

CTRMA also paid the $400 registration fee for
a conference attended by its executive direc-
tor for which he registered before he became a
CTRMA employee. He registered for the Insti-
tute for Participatory Management and Plan-
ning conference on November 17, 2003, was
hired on December 5, 2003, and attended the
conference in Monterey, California from Janu-
ary 12 to 18, 2004. He did not bill CTRMA for
his room or airfare, but did bill the authority for
copies, a long-distance call, alcoholic drinks,
meals, parking and taxi fare. He approved his

own expense statement (Appendix 8). The
CTRMA expense statement does not include a
section explaining the purpose of the trip.

Such examples may represent common prac-
tice for executives of some private businesses
with expense accounts. These expenses may
represent a very small portion of CTRMA's
total expenditures. Such practices, however,
generally would be considered unaccept-
able for government agency employees and
board members. If CTRMA does not estab-
lish policies limiting the range of acceptable
reimbursements and capping their amounts,
it puts itself at risk of approving exorbitant,
inappropriate or illegal expenditures.

In addition, it appears the policies that
CTRMA has regarding travel and meal
expenses for its board members are applied
inconsistently. There have been several occa-
sions in which one board member has been
reimbursed for an expense while other board
members have not.

The lack of reimbursement caps for travel,
meals and other incidental expenditures
accrued by CTRMA board members, staff,
contractors and subcontractors, as well as
the inconsistent applications of the limited
policies they do have, make it impossible
for the authority to budget for these types of
expenditures accurately.

Contractor Travel Expenses

State agencies in the executive branch of
government must participate in the Texas
Building and Procurement Commission’s
(TBPC’s) State Travel Management Program
(STMP), using existing state contracts for
travel services. These contracts include
travel agency services, charge card services,
rental car companies, airlines and hotels.
Other entities such as cities and counties,
school districts and public community col-
leges can use the STMP as well. State law
does not identify RMAs as an entity eligible
to participate in the STMP.

STMP services and contracts are available
for business-related travel for elected and
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appointed state officers; state agency employ-
ees; prospective employees, when their travel
is being paid by the state; and other persons
traveling on behalf of state agencies when
their travel expenses are being paid by the
state in accordance with guidelines estab-
lished by the Comptroller’s office. All travel
made through the STMP is reimbursable
according to guidelines established in the
2003 General Appropriations Act.

CTRMA has reimbursed travel expenses

far in excess of state guidelines. One HNTB
employee flew first class while on CTRMA
business from Austin to Kansas City at a one-
way cost of $677.31 including taxes and fees.
The documentation obtained from the Pefa
Swayze accounting firm regarding this travel
includes a handwritten note—“flight plans
changed at clients [sic] request.” Upgrading
from coach-class airfare to first class directly
conflicts with the guidelines and expenditure
levels established in the STMP.

This upgrade also conflicts with HNTB'’s
Employee Policy Memo 66, which states, “All
employees are expected to travel in coach
class with only one exception: For interna-
tional travel...all charges associated with
upgrades to first class are not job charge-
able or overhead chargeable. The employee
will bear the costs of upgrades.” Yet HNTB,
CTRMA and TxDOT all approved this reim-
bursement.

Sales Taxes

As a publicly funded entity, CTRMA is exempt
from state and local sales and use taxes.”? In
a detailed review of CTRMA expenditures,
the Comptroller review team found that the
authority usually exercises its exemption, but
it has unnecessarily paid sales and use tax on
a number of expenditures. It is entitled to and
should seek reimbursement for the sales and
use tax it has paid.

Human Resources Expenses

CTRMA hired and contracted to pay an inde-
pendent consultant $4,000 at $250 per hour
to help develop a job description for the

authority’s chief financial officer (CFO) posi-
tion. The consultant developed a job “model”
based upon interviews and surveys with

key stakeholders and an analysis written by
CTRMA’s executive director. The consultant
described the characteristics of the person
most suited for the CFO role; appropriate
terms for creating a job description; and a
survey to be used in evaluating applicants.

This consultant was hired without competi-
tive bidding, upon the recommendation of

a friend of the executive director’s who has
no formal connection with the authority.®
According to Section 8.3 of CTRMA’s pro-
curement policies, the executive director
may obtain consulting services for less than
$25,000 via such a single-source contract

if he determines that only one consultant
possesses the knowledge, competence and
qualifications to provide the needed services
at a reasonable fee and within the time limits
required by the authority.

Nothing furnished to the Comptroller’s
review team indicated that these criteria
were satisfied. A glance at the Austin phone
directory identified 13 “Human Resource
Consultants,” 21 “Employment Consultants”
and 82 “Executive Search Consultants.”
Neither the consultant nor her company,
“Between the Lines,” is listed in the directory.

Food and Beverage Expenses

Employees and contractors of CTRMA often
are reimbursed for meals and beverages that
would be considered unjustified by both
state and local government agencies. While
the amounts involved are negligible in terms
of the overall budget, these incidents—and
the fact that they were approved for reim-
bursement—demonstrate a lack of appropri-
ate oversight over the expenditure of tax dol-
lars by both CTRMA and TxDOT.

For example, CTRMA’s executive director
received reimbursement for alcoholic bev-
erages purchased in Monterey, California.
Other reimbursements cover beer purchased
by contractors. When asked about reim-
bursement for alcoholic beverages, CTRMA

Employees and
contractors of
CTRMA often
are retmbursed
JSor meals and
beverages

that would be
considered
unjustified by
both state and
local government
agencies.
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On September

30, 2003 HNTB
held a “CTRMA
Kick-off” event,
billed to and paid
Jor by CTRMA,
at the Omni
Austin Hotel
South for new
subcontractors.

told the Comptroller review team that its
policy does not allow such purchases.*

Another difference between CTRMA and
government practice is the reimbursement

of in-town meals. State guidelines reimburse
employees only for meals taken out of town
when on government business, and only on a
per diem basis. CTRMA staff, board members
and contractors, however, commonly receive
reimbursement for meals while in town. As
noted earlier, CTRMA has reimbursed its
board chairman and its executive director for
meals in both Williamson and Travis counties.
CTRMA also has reimbursed an employee of
HDR, a subcontractor for HNTB, for meals
with temporary HNTB employees.

Some of the executive director’s meals reim-
bursed by CTRMA were taken with CTRMA
board members, county commissioners,
TxDOT officials, CTRMA'’s general coun-

sel, Pete Peters of The Communicators (an
HNTB subcontractor), Trey Salinas of Mar-
tin & Salinas (an HNTB subcontractor) and
CTRMA contractor Everett Owen.

On September 30, 2003 HNTB held a “CTRMA
Kick-off” event, billed to and paid for by
CTRMA, at the Omni Austin Hotel South for
new subcontractors, at a cost of $309.90.

The CTRMA Planning Committee met on April
23, 2004. As part of the meeting, lunch was
served at a cost of $219.64 for four CTRMA
board members, CTRMA staff and contrac-
tors. The cost of the lunch was billed through
Locke Liddell & Sapp.

More Guidelines,
Employees Needed

CTRMA hired a professional engineer expe-
rienced in transportation matters to review
HNTB documents and billings. When ques-
tioned about CTRMA expenditures, he said
he was concerned about some HNTB pur-
chases and travel billings. In addition, he said
he thought CTRMA could have negotiated a
better deal for the GEC contract and that the
15 percent profit-margin clause in the GEC
contract is probably too high.

He indicated that while the 15 percent profit
margin is within a generally accepted profit
margin of 10 to 15 percent for GEC services,
it could have been negotiated for a figure
closer to 10 percent. Unfortunately, at the
time of the negotiation, CTRMA had no staff.
He indicated that CTRMA should have hired
an in-house general counsel with contract
negotiation experience before it sought its
GEC contractor.”

He also thought the authority needed more
formal, written policy guidelines regarding
HNTB’s work, and stated that some functions
could be performed more cost-effectively by
CTRMA employees rather than by HNTB. As
noted in Chapter 2, he also stated that CTRMA
should have hired staff more quickly to allow
it to evaluate HNTB’s work effectively.?

In October 2004, CTRMA's executive direc-
tor told the Comptroller review team that he
expected to hire more staff over the follow-
ing year.?” On November 29, 2004, CTRMA’s
chief financial officer (CFO) began working
full-time for the authority. In February 2005,
CTRMA hired a director of operations and a
communications director.

Public Relations

Of $16.5 million in work authorized by
CTRMA thus far, $2 million has been
approved for public relations contracts. At
least 12 firms are providing public involve-
ment and public relations work.

CTRMA may need some survey and market
research related to toll tags and toll rates,
and gathering public input is critical, but its
spending on public outreach in parts of Tra-
vis County far removed from the path of its
only project, US 183-A, raises questions.

When asked why it was spending money for
public outreach in Southwest and East Austin,
miles away from any impact US 183-A may
have, CTRMA responded that such spending
was legitimate because US 183-A is part of a
larger transportation program, and that the
amount of funding TxDOT would provide for
US 183-A depended upon CAMPO’s approval
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of the overall program. CTRMA also noted that
such public outreach spending was “encour-
aged by several CAMPO board members.”?8

CAMPO, however, has already approved the
plan; TxDOT has committed toll equity fund-
ing; and CTRMA continues to spend on public
outreach. Furthermore, TxDOT is building all
roads in the plan aside from US 183-A, and thus
TxDOT would seem to be the entity that should
take responsibility for public outreach in the
areas of Travis County where their construc-
tion projects will have the greatest impact.

As discussed in Chapter 2, CTRMA controls
work and compensation through the use of
work authorizations (WAs). Each WA is dated
and numbered and approved by board resolu-
tion. The first “Public Involvement Services for
183-A” (Board Resolution 03-46,WA 3.3) spe-
cifically included reference to a grant of $12.7
million from TxDOT and tasked HNTB with
performing various public involvement activi-
ties within 12 months at a cost of no more than
$350,000. The scope of services was defined as
“Public Involvement Services...for the devel-
opment of US 183-A from SH 45 at US 183 to

a connection with US 183, north of Leander, a
distance of approximately 11 miles.”

On September 29, 2004 the CTRMA board
extended and expanded “Public Involvement
Services for 183-A.” Board Resolution No. 04-44
extended Work Authorization 3.3 for 12 addi-

tional months and compensation not to exceed
$744,630—a 113 percent increase from the first
year’s work. The scope of work was defined as
“Public Involvement Services associated with
the development of the US 183-A Turnpike.”1%0

On March 31, 2004, the board approved Reso-
lution 04-10, adding more than $156,000 to pub-
lic involvement and marketing efforts regard-
ing electronic toll tags.!%! Resolution No. 04-48,
approved on September 29, 2004, authorized
$750,000 in payments to TateAustin, an Aus-
tin-based public relations firm, for marketing
efforts over the next two years.1%2 Compensa-
tion authorized through 2006 for public rela-
tions and public involvement totals $2,000,875.

Exhibit 16 indicates the amounts that have
been authorized for public involvement and
public information work.

Political Advocacy

Chapter 556 of the Texas Government Code
forbids governmental agencies from engag-
ing in lobbying.!% In a November 2003 status
report, however, HNTB subcontractor Amos
“Pete” Peters stated that “elected officials
have been shored-up and alliances have been
formed to see the HWY 183-A through to
completion.”

In addition, an April 15, 2004 memo from Don
Martin of Martin & Salinas, a public relations

EXHIBIT 16
CTRMA Public Involvement/Information Authorizations

Relsagﬁlrt(%on Date Aﬁtll[:gﬁrgs d
Number
03-46 9/24/03 $350,000
04-10 3/31/04 $156,245
04-44 9/29/04 $744,630
04-48 9/29/04 $750,000
Total $2,000,875

Source Service
Public involvement
GEC WA 3.3 services for US 183-A
Public involvement and
EIHO TS marketing for toll tags
GEC WA 3.3 Public involvement

Supplement 1 services for US 183-A

Resolution to
retain TateAustin

Marketing plan, advise
on public information

Source: Central Texas Regional Mobility Authority.

In a November
2003 status
report, HNTB
subcontractor
Amos “Pete” Peters
stated that “elected
officials have been
shored-up.”
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Don Martin, who,
according to the
Martin & Salinas
Web site, is a
Central Texas real
estate developer,
s under contract
to perform public
relations work for
CTRMA’s general
engineering
consultant, while
at the same time
working for
groups actively
trying to build
public and
political support
for CTRMA’s plan.

firm contracting with HNTB, to TxDOT’s
Austin District Engineer and CTRMA's execu-
tive director concerned what Martin referred
to as “the appropriate time to move into
‘campaign mode’ with the toll efforts.” In that
memo, Martin discussed examples of previ-
ous efforts and proposed establishing a pri-
vate citizen’s group to raise money and run
the campaign, separate from the public edu-
cation efforts authorized and funded through
CTRMA. Martin’s proposal included partici-
pation by some groups already contracting
with CTRMA, such as Adelante Solutions,
Martin & Salinas and Peters.1%* A copy of this
memo can be found in Appendix 9.

CTRMA’s executive director appears to be
aware that governmental agencies are pro-
hibited from lobbying, because he responded
to the Martin memo with an April 21, 2004
letter stating that:

...as you note in your memo, it is
essential that any ‘advocacy efforts’
be separate and distinct from the
educational efforts which may be
undertaken by CTRMA. CTRMA can-
not and will not, engage in advocacy
efforts. All public relations efforts on
behalf of CTRMA will be educational
in nature. 105

Yet the public may have difficulty distin-
guishing and separating the roles of these
contractors. For example, the Citizens for
Mobility Web site lists Don Martin of Martin
& Salinas as its “media relations” coordina-
tor. Citizens for Mobility, according to its
Web site, is a “privately funded committee
formed to support the recently proposed toll
road funding initiative.”106

Thus Don Martin, who, according to the
Martin & Salinas Web site, is a Central Texas
real estate developer, is under contract to
perform public relations work for CTRMA’s
general engineering consultant, while at the
same time working for groups actively try-
ing to build public and political support for
CTRMA’s plan.107

Furthermore, CTRMA has hired Adelante
Solutions, an “entity” of Martin & Salinas, to

answer public inquires it receives. In other
words, a public relations firm owned in part
by a developer who has a vested interest

in seeing US 183-A and other road projects
completed, is responding to questions posed
to CTRMA by members of the public.1%

The letter from CTRMA’s executive director
cited above recognized the need to separate
the authority’s public outreach and educa-
tion efforts from political advocacy. CTRMA’s
reliance on contracted public relations firms
engaged in parallel public advocacy efforts,
however, makes it difficult to ensure that its
money is not spent on political advocacy.

CTRMA only recently hired a public informa-
tion officer. CTRMA has relied on outside
contractors for guidance concerning how
much to spend on public relations and what
to spend it on.

Recommendations

20. State law should be amended to
require RMAs to follow the restric-
tions detailed in Article IX of the
state General Appropriations Act
concerning the reimbursement of
staff and board member expenses.
State law should be amended to
allow RMAs to participate in the
State Travel Management Program
(STMP).

RMAs should adopt spending poli-

cies that reflect the organizations’

use of public funds and should limit
reimbursements to expenses directly
related to RMA board meetings and
other official business. As part of these
policies, RMAs should establish rules
requiring a written contract or memo-
randum of understanding between any
board member and the RMA before the
authority can reimburse the member
for any work, including administra-
tive and clerical work, performed by

a business in which he or she has any
financial interest.
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If state law allows, CTRMA should par-
ticipate in the STMP.

CTRMA should seek a refund of all
sales and use taxes charged to it
for purchases it has made.

CTRMA is a tax-exempt governmental
agency and should declare its exempt
status. CTRMA should have its new
CFO examine its purchases and retro-
actively seek refund of any sales and
use tax it has paid.

CTRMA and other RMAs should
assume responsibility and be held
accountable for ensuring that all
expenses submitted for reimburse-
ment are appropriate.

CTRMA and TxDOT have approved
questionable expenses, including some
that would violate state law if the RMA
were a state agency, and some that
violate the authority’s own policies

as well. TxDOT, under the guidance

of the Texas Transportation Commis-
sion, has granted a great deal of local
control to RMAs. It is important, there-
fore, that CTRMA ensure that all of its
expenditures are appropriate.

CTRMA should make its in-house

staff responsible and accountable for
ensuring that only legal and appropri-
ate expenses are reimbursed. CTRMA
should give its new CFO or his designee
the responsibility for reviewing and
approving all requests for reimburse-
ment from CTRMA staff, board mem-
bers, contractors and subcontractors.

CTRMA and other RMAs should
employ an in-house general coun-
sel to ensure that the taxpayers’
best interests are protected.

According to one of CTRMA’s consul-
tants, the authority might have negoti-
ated a better deal for GEC services had
it had an in-house general counsel with

24.

25.

26.

27.

contract negotiation experience look-
ing out for its interests.

CTRMA should not reimburse
contractors for food, entertain-
ment, meetings or social functions
without previous approval by the
CTRMA executive director, who
must justify the cost of the event.

CTRMA and other RMAs should
limit public relations and public
information contracts to projects
directly under their authority.

US 183-A is the only road for which
CTRMA is responsible at present.
CAMPO is responsible for planning the
region’s mobility projects and TxDOT
approves them. The authority worked
with TxDOT to create the current plan
for Central Texas, but it is not respon-
sible for the construction of any road
other than US 183-A at this time, and
should dedicate any public information
spending to that project.

Shortly after their formation,
RMAs should employ public infor-
mation officers to limit their
dependence on public relations
contractors.

CTRMA’s recently hired communica-
tions director should help the author-
ity prioritize its public relations spend-
ing and reply to questions received
from the public.

State law should be amended to
prohibit RMAs from contract-
ing for public relations or public
involvement services with any
entity engaged in transportation-
related advocacy efforts.

RMAs should establish clear policies
prohibiting any public relations or pub-
lic outreach contractor or subcontrac-
tor from working on political advocacy
efforts connected with their projects.
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Appendix 1 - Letter from Representative Terry Keel (page 1)

P.Q, BOX 2910

AUSTIN, TEXAS 78766-2910
TELEPHONE: 512-463.0652
FACSIMILE; 512-477-7121

E-MAIL: torry.keel@houso stste. tx.us

TERRY 'KEEL
STAYE REPRESENTATIVE, AUSTIN
DISTRICY 47

September 30, 2004

The Honorable Carole Keeton Strayhorn
Comptroller of Public Accounts

P. O. Box 13528

Austin, Texas 78711

RE: Request for audit

Dear Comptroller Strayhorn:

The total cost of this program exceeds $2 billion.

other lucrative contracts. No toll road has yet opened.

www.house.state.tx.us

CHAIRMA|

lJ
COMMITTEES:
N, CRIMINAL JURISPRUDENCE
MEMBER. LAW ENFORCEMENT

") MEMBER. GENERAL INVESTIGATING

S0l

As you know, we serve on the Board of the Capital Arca Metropolitan Planning Organization
(CAMPO). The Board recently voted to undertake the largest public works project in this
region’s history. This public works project will create a network of toll roads in Central Texas.

A new governmental entity, the Central Texas Regional Mobility Authority (CTRMA), will
implement and manage this $2 billion project. It will award billions in contracts. In fact, the
CTRMA is already awarding contracts for the $200 million construction of US 183A. The
CTRMA is already awarding lucrative contracts for numerous other services. The CTRMA is
already issuing requests for proposals for other contracts in this $2 billion program.

Fhe CTRMA currently has one full-time employee. In other words, 2 new organization with onc
employee is in charge of implementing and managing this $2 billion program.

Recent news reports indicate that the CTRMA has already contracted for nearly a quarter of a
million dollars in public relations work in the first eight months of this year. (These news reports
also indicate that at least one contract was backdated.) The CTRMA, has just awarded another
contract for more public relations work. The CTRMA has also apparently awarded numerous
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Appendix 1 - Letter from Representative Terry Keel (page 2)

The Honorable Carole Kecton Strayhom
September 30, 2004
Page Two

‘The CTRMA’s operating budget reportedly consists of $600,000 in local property tax revenues
contributed by Travis and Williamson Countics. Therefore, the CTRMA apparently has
contracted for more in public relations expenditures alone than the total of its annual operating
budget. The CTRMA has also received $12.6 million in state gas tax revenues to be used for the
construction of 183A. The reports suggest that some of these funds may have been used for other

purposes.

No governmental body appears to have direct oversight authority over the CTRMA or its 82
billion program. Given the amount of money involved and the recent news reports, this is a

matter of extreme concern.

We request that your office begin immediately a comprehensive audit of the expenditures and
operations of the CTRMA. We all bave a duty to ensure that tax dollars are spent wisely and that
every level of government remains accountable. With your office’s extensive experience in
performing audits of government agencies, your office is uniquely suited to audit the CTRMA’s
operations and contract management procedures. Your office also has valuable expertise to
analyze the financial transactions that have transpired and continue to transpire to determine
whether they are in compliance with applicable laws and sound operating procedures.

We appreciate your consideration of this request and thank you for your courtesy and service.

Sincerely, ‘
fes) ~— BewiirmCet,.

Terry Keel Brewster McCracken
State Representative, Austin Member, Austin City Council
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Appendix 2 — Timeline of Significant CTRMA, CAMPO, TxDOT Events (page 1)

Date

Event

Detail

05/21/02

Public Meeting

Joint meeting of Williamson and Travis County Commissioners Courts to discuss the
creation of an RMA.

12/10/02

Public Meeting

Travis County Commissioners Court unanimously approves the appointment of Henry
Gilmore, Lowell Lebermann and Johanna Zmud to the CTRMA board.

12/17/02

Public Meeting

Williamson County Commissioners Court (including Cmsr. Mike Heiligenstein)
unanimously approves the appointment of Jim Mills, Bob Bennett and Bob Tesch to the
CTRMA board.

01/22/03

Effective Date

Governor Perry appoints Bob Tesch chairman for a term ending January 17, 2005. Tesch
serves until reappointed or replaced.

01/28/03

Effective Date

Williamson County Commissioners Court appoints Mike Robinson to the CTRMA board to
replace Bob Tesch.

01/29/03

CTRMA resolution

New CTRMA board approves and adopts the “Bylaws of the CTRMA.”

02/26/03

CTRMA resolutions

Approves agreement to transfer Williamson County funds to CTRMA.

Approves agreement to transfer the contract of Prime Strategies, Inc. from Williamson
County.

Authorizes Prime Strategies, Inc. and Locke Liddell & Sapp, LLP (LLS) to be interim staff.

03/01/03

Effective Date

Williamson County reassigns its contract with Prime Strategies, Inc. to CTRMA and gives
CTRMA $250,000.

04/24/03

TTC Approval

Approves the $12.7 million toll equity financial assistance agreement with CTRMA,
effective May 30, 2003.

04/30/03

CTRMA resolution

Selects First Southwest and Ladd Pattillo & Associates to be co-financial advisors.
Reviewers: Mike Weaver (Prime Strategies) and Brian Cassidy (LLS). Interviewers:
Executive Committee (Chairman Bob Tesch, Vice-Chairman Lowell Lebermann, Treasurer
Bob Bennett) Selection: Full board, based on executive committee recommendation.

05/28/03

CTRMA resolution

Selects Pena Swayze & Co, LLP to provide accounting services. Reviewers: None — no
responses received. Interviewers: No formal interviews — no candidates to interview.
Selection: Full board approval based on executive committee recommendation (Tesch,
Lebermann, Bennett).

06/04/03

Effective Date

Travis County pays $250,000 to CTRMA.

06/25/03

CTRMA resolution

Directs interim staff to publish posting for Executive Director position.

07/15/03

CTRMA resolutions

Approves the selection of Locke Liddell & Sapp LLP as general counsel. Reviewer: Mike

Weaver (Prime Strategies) Interviews: No in-person interviews were required. Selection:

Full board approval based on executive committee recommendation (Tesch, Lebermann,
Bennett).

Approves the selection of HNTB as general engineering consultant. Reviewers: Mike Weaver
(Prime Strategies) and Brian Cassidy (LLS) — scoring performed. Interviewers: Executive
Committee (Tesch, Lebermann, Bennett) — scoring performed. Selection: Full board
approval based on executive committee recommendation.

Sources: Central Texas Regional Mobility Authority, Locke Liddell & Sapp, Texas Comptroller of Public Accounts.
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Appendix 2 — Timeline of Significant CTRMA, CAMPO, TxDOT Events (page 2)

Date

Event

Detail

09/24/03

CTRMA resolution

Approves the selection of UBS Financial Services, Inc. as senior manager of the U.S.
183-A Investment Banking Team, along with JP Morgan Securities, Morgan Stanley, First
Albany, Southwest Securities, Estrada Hinojosa & Co., Inc., and Siebert, Brandford, Shank
& Co. Reviewers: financial advisors (First Southwest Company and D. Ladd Pattillo &
Associates). Interviewers: Full board. Selection: Full board.

09/30/03

Effective Date

Williamson County pays CTRMA $300,000.

10/16/03

CTRMA resolution

Travis County pays CTRMA $300,000 and asks CTRMA to use “best efforts to develop a
Travis County project second.”

11/05/03

CTRMA resolutions

Accepts the resignation of Mike Weaver as interim executive director and appoints Brian
Cassidy in his place.

Selects Williamson County Commissioner Mike Heiligenstein as executive director.
Reviewers: Mike Weaver (Prime Strategies), Brian Cassidy (LLS), Bob Bennett (board
member), Joanne Land (consultant). Interviewers: Telephone interviews of six
semi-finalists (same as reviewers). Selection: Full board, based on resumes and in-person
interviews of three finalists.

12/17/03

CTRMA resolution

Selects Vinson & Elkins LLP as bond counsel. Reviewers: financial advisors (First
Southwest Company and D. Ladd Pattillo & Associates). Interviewers: executive
committee (Tesch, Lebermann, Bennett). Selection: Full board.

12/30/03

Effective Date

CTRMA board member Mike Robinson submits resignation to Williamson County
Commissioners Court.

02/01/04

Effective Date (Grier-
Bankett)

Master Agreement between HNTB and Grier-Bankett Consulting, Inc.

02/17/04

Effective Date

Williamson County Commissioners Court appoints David Singleton to the CTRMA board
to replace Mike Robinson.

02/25/04

CTRMA resolution

Approves the short-list of finalists (Austin Flatiron, Hill Country Constructors and San
Gabriel River Constructors) recommended by the executive director and evaluation
committee for US 183-A Comprehensive Development Agreement.

05/05/04

CTRMA resolution

Directs staff to publish the posting for Chief Financial Officer and Public Information
Officer.

05/26/04

CTRMA resolution

Directs staff to publish posting for Chief Operations Officer. (Delayed to December 2004
and reposted January 2005.)

06/30/04

CTRMA resolutions

Authorizes staff to submit a TIFIA (Transportation Infrastructure Finance and Innovation
Act Program) loan application for US 183-A.

Approves agreement with Williamson County and the City of Cedar Park for right of way
acquisition.

Approves amendment to the agreement with Williamson County providing $300,000.

07/07/04

Signature Date (Grier-
Bankett)

Master Agreement between HNTB and Grier-Bankett Consulting, Inc.

07/08/04

Effective Date

Professional Consulting Services Agreement between CTRMA and Everett Owen for $150
per hour for indefinite term.

Sources: Central Texas Regional Mobility Authority, Locke Liddell & Sapp, Texas Comptroller of Public Accounts.
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Appendix 2 — Timeline of Significant CTRMA, CAMPO, TxDOT Events (page 3)

Date

Event

Detail

07/12/04

Public Meeting

CAMPO approves Phase Two of ‘2025 Plan’ to develop toll roads.

07/13/04

Signature Date (HNTB)

Invoice

Master Agreement between HNTB and Grier-Bankett Consulting, Inc.

HNTB approves payment of Grier-Bankett invoices of $6,037, $10,627.50 and $3,700.

07/28/04

CTRMA resolutions

Selects Helin, Donovan, Trubee & Wilkerson to provide auditing services for US 183-A bond
financing. Reviewers: financial advisors (First Southwest Company and D. Ladd Pattillo
& Associates) — scoring performed. Interviewers: None —no in-person interviews held.
Selection: Full board based upon financial advisor recommendations.

Selects JP Morgan Chase to provide trustee services for US 183-A bond financing.
Reviewers: financial advisors (First Southwest Company and D. Ladd Pattillo &
Associates) Interviewers: None — no in-person interviews held. Selection: Full board
based upon financial advisor recommendations.

09/08/04

CTRMA resolution

Selects Hill Country Constructors as the firm that will construct US 183-A. Members of
evaluation committees: Richard Ridings (HNTB), Curt Ashmos (LLS), Everett Owen,
Russell Zapalac (HDR), Loretta Scheintinger (HNTB), Brian Cassidy (LLS), Eric Ploch
(HNTB), Wayne Placide and Dan Wegmiller (First Southwest Company), D. Ladd
Pattillo (Ladd Pattillo & Associates). Interviewers: None — no in-person interviews held.
Selection: Full board, based on scoring criteria and executive director recommendation.

09/29/04

CTRMA resolutions

Approves the submission to TxDOT of a Request for Financial Assistance for
approximately $50 million.

Selects TateAustin to provide marketing services. Reviewers: Cindy Forkner (CTRMA:
compliance review only), Mike Heiligenstein (CTRMA), Audrey Murphy (HNTB), Beth
Phillips (Pecora & Bluxrud), Deanna Attenhoff (Clean Air Force), Ron Pecora (Pecora &
Bluxrud), Hector Snoddy (TxDOT - non-voting observer), Shuronda Robinson-Parks (ADISA
— non-voting observer). Interviewers: Same as reviewers (except for Forkner). Selection:
Full board based on staff recommendation.

10/01/04

Announcement

Comptroller Strayhorn to audit CTRMA per request of state Representative Terry Keel and
Austin City Council Member Brewster McCracken.

11/29/04

Effective Date

Bill Chapman begins as CTRMA’s Chief Financial Officer.

12/21/04

Effective Date

Williamson County reappoints Jim Mills to a two-year term, Bob Bennett to a four-year
term and David Singleton to a six-year term beginning February 1, 2005. (Subsequent
terms will be six years.)

01/26/05

CTRMA resolution

Adopts first budget, for the remainder of fiscal 2005.

Sources: Central Texas Regional Mobility Authority, Locke Liddell & Sapp, Texas Comptroller of Public Accounts.
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Appendix 3 - Selected TxDOT Funding Categories

Allocation
Cﬁtlfl%%l::s Programr.ning Usu::xl (Pyg osg/ll\'ﬂ)n)l’ Rankir.lg Index or Brief S!lmmary,
and Name Authority Funding Responsible Allocation Formula | Restrictions, Etc.
Entity
2 Commission Federal 80% No, Funding target formula Mobility and added
Metropolitan approval. State 20% Commission 32.63 % Total vehicle capacity projects on
Area Corridor Project-specific or miles traveled (on and major state highway
Projects corridors selected State 100% off the state highway system corridors
statewide based on system) which serve the
criteria to be deter- 22.35 % Population mobility needs of the
mined. Projects 17.04 % Lane miles (on Metropolitan Areas
scheduled system) Metropolitan Planning
by consensus of dis- 14.22 % Vehicle miles Organizations.
tricts. traveled (trucks only)
7.04 % Percentage of
population under the fed-
eral poverty level
6.72 % Fatal and inca-
pacitating crashes.
7 Commission Federal 80% Yes, Population (2000 Transportation needs
Metropolitan allocation. State 20% Districts Census). within metropolitan
Mobility/ Allocation based on or area boundaries with
Rehabilitation population. Federal 80% populations of 200,000
Allocation Local 20% or greater. Projects
program to or selected by Metropoli-
districts. Projects State 100% tan Planning Organiza-
selected by MPO in tions.
consultation with
TxDOT.
11 Commission alloca- Federal 80% Yes, Allocation Formula Projects selected at
District tion by formula. State 20% Districts 70% on-system vehicle the district’s discre-
Discretionary Allocation program or miles traveled tion. Dollars may not
to districts. Projects | Federal 80% 20% on-system lane miles | be expended to offset
selected by districts. Local 20% 10% Annual truck overruns on previously
Minimum $2.5 mil- or vehicle miles traveled. selected projects and
lion allocation to State 100% may not be used for
each district in com- right of way acquisi-
pliance with 78(R), tion.
H.B. 1, Article VII,
Rider 29.
12 Commission Federal 80% No, Selected by Texas Commission selected
Strategic selection. State 20% Commission Transportation projects that promote
Priority Project-specific. or Commission. economic develop-
State 100% ment, provide system
continuity with adjoin-
ing states and Mexico,
increase efficiency on
military deployment
routes or address
other strategic needs
as determined by the
commission.

Source: Texas Department of Transportation.
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Appendix 4 - Budget Approved by CTRMA Board - January 26, 2005 (page

1)

1/26/2005 6 months page 1
FY 05 FY 06 FY 07 FY 08 FY 09
Fund Balance 1,409,992 1,856,391 6,336,690 10,394,632
Total Resources inflows 3,050,333 3,368,000 9,120,000 11,361,000 19,802,906
Available resources 3,050,333 4,777,992 10,976,391 17,697,690 30,197,538
Administration
Personal Services-Adm 354,359 856,671 899,086 972,135 1,004,759
Materials and Supplies 9,000 42,000 42,000 42,000 42,000
Contractual 448,000 561,000 586,000 611,000 661,000
Operating Senior Bonds 138,700 230,800 222,050 231,988 237,122
Capital Expenditures 130,000 100,000 25,000 25,000 25,000
Debt Service 0 0 0 0 7,733,825
totals 1,080,059 1,790,471 1,774,136 1,882,122 9,703,706
183A Operating
Personal Services-183A 38,283 153,130 158,490 164,037 169,778
Materials and Supplies-183A 0 0 20,000 30,000 30,000
Contractual-183A 522,000 978,000 2,074,225 2,538,900 2,075,100
Operating-183A 0 0 462,850 1,888,000 1,888,000
Capital Expenditures-183A 0 0 150,000 800,000 816,500
totals 560,283 1,131,130 2,865,565 5,420,937 4,979,378
Fund balance-unrestricted 1,409,992 1,856,391 6,336,690 10,394,632 15,514,454
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Appendix 4 - Budget Approved by CTRMA Board - January 26, 2005 (page 2)

Sources 6 Months page 2
FY 05 FY 06 FY 07 FY 08 FY 09

Grants

TxDot equity-original 150,000

County 300,000

TxDot-equity 5,392,906
Tolls

Tolls 3,060,000 10,336,000 13,937,000

Bond Proceeds

Senior Bonds-operating 2,000,000 2,000,000 4,500,000
Operating Senior Bonds-Toll Tag sales, distribution, discounts 522,000 978,000 1,300,000 825,000 375,000

Interest 78,333 390,000 260,000 200,000 98,000

Totals 3,050,333 3,368,000 9,120,000 11,361,000 19,802,906

Carole Keeton Strayhorn, Texas Comptroller b7
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6 months poge 3
FY 05 FY 06 FY 07 FY 08 FY 09
Department Position
Personal Services
Administrative
Executive Director 90,990 188,349 194,942 201,764 208,826
Chief Administrative Officer 62,140 124,280 128,630 133,132 137,791
Executive Administrative Assistant 14,505 58,020 60,051 62,152 64,328
Administrative Assistant 9,945 39,780 41,172 42,613 44,105
Clerical 16,850 34,880 36,100 37,364 38,672
Research Analyst 26,665 106,660 110,393 114,257 118,256
Financial
CFO 76,565 158,490 164,037 169,778 175,720
Analyst/Accountant 0 0 8,657 51,940 53,758
Analyst(.5) 8,074 16,713 17,298 17,903 18,530
Public Involvement
Director 23,625 94,500 97,808 101,231 104,774
salary reserve 25,000 35,000 40,000 40,000 40,000
Totals 354,359 856,671 899,086 972,135 1,004,759
FY 05 FY 06 FY 07 FY 08 FY 09
Operations-general
Director 38,283 153,130 158,490 164,037 169,778
Operations-183A
Totals 38,283 153,130 158,490 164,037 169,778
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Materials and Supplies paged
FY 05 FY 06 FY 07 FY 08 FY 09
Administrative
Computer supplies 3,000 10,000 10,000 10,000 10,000
Office supplies 5,000 30,000 30,000 30,000 30,000
Other 1,000 2,000 2,000 2,000 2,000
totals 9,000 42,000 42,000 42,000 42,000

Materials and Supplies-183A

Computer supplies 10,000 10,000 10,000
Office supplies 10,000 20,000 20,000
totals 0 0 20,000 30,000 30,000
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Contractual Services-adm e
6 months
FY 05 FY 06 FY 07 FY 08 FY 09

Auditing 20,000 20,000 20,000 20,000 20,000
Legal 300,000 200,000 225,000 250,000 300,000
Consulting engineers 60,000 120,000 120,000 120,000 120,000
IT 10,000 100,000 100,000 100,000 100,000
Copy machines/printing 12,000 24,000 24,000 24,000 24,000
Insurance 12,500 25,000 25,000 25,000 25,000
Courier/overnight 4,500 9,000 9,000 9,000 9,000
HR 3,000 3,000 3,000 3,000
Accounting 18,000 3,000 3,000 3,000 3,000
Misc 6,000 12,000 12,000 12,000 12,000
Annual reports 25,000 25,000 25,000 25,000
Contingency 5,000 20,000 20,000 20,000 20,000

totals 448,000 561,000 586,000 611,000 661,000

Contractual Services-183A

Acquisition, distribution and discounts-toll tags 522,000 978,000 1,300,000 825,000 375,000
Cost of toll collection 150,000 406,000 630,000
Toll facilities maintenance 624,225 1,307,900 1,070,100

totals 522,000 978,000 2,074,225 2,538,900 2,075,100
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=
Operating page §
6 months
FY 05 FY 06 FY 07 FY 08 FY 09

Administrative
Rent 30,000 75,000 78,750 82,688 86,822
Utilities 3,000 5,000 5,000 5,000 5,000
Reimbursement-Board Chair 1,000 2,000 2,000 2,000 2,000
Travel-ex dir 4,500 7,500 7,500 7,500 7,500
Travel-staff 3,000 8,000 8,000 8,000 8,000
Travel board 10,000 20,000 20,000 20,000 20,000
Travel board chair 3,000 5,000 5,000 5,000 5,000
Continuing education 15,000 10,000 10,000 10,000 10,000
Reimbursable expenditures 5,000 7,500 10,000 10,000 10,000
Recruitment 20,000 20,000 5,000 5,000 5,000
Auto Allowance 3,900 7,800 7,800 7,800 7,800
Maintenance 3,000 3,000 3,000 3,000 3,000
Postage 300 600 600 600 600
Other contractual services 15,000 30,000 30,000 30,000 30,000
Memberships 2,000 4,400 4,400 5,400 6,400
Contingency 20,000 25,000 25,000 30,000 30,000

total 138,700 230,800 222,050 231,988 237,122

Operating 183A

Utilities 8,650 122,400 122,400
Insurance 250,000 250,000 250,000
Travel-staff 3,000 12,000 12,000
Gasoline/mileage 200 2,400 2,400
Maintenance 200,000 1,500,000 1,500,000
Postage 1,000 1,200 1,200

totals 0 0 462,850 1,888,000 1,888,000
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Toll Tags page 7
6 months
FY 05 FY 06 FY 07 FY 08 FY 09
Toll tag marketing contractor 522,000 228,000 100,000 75,000 75,000
sub total-contract 750,000
Acquisition, distribution and discounts-toll tags 750,000 1,200,000 750,000 300,000
4,000,000 totals 522,000 978,000 1,300,000 825,000 375,000
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page 8

Utilities
6 months
FY 05 FY 06 FY 07 FY 08 FY 09
Electricity
Water
Gas
Telecommunications 15,400 19,000 19,600 20,000 21,000
totals 15,400 19,000 19,600 20,000 21,000
Telecommunications
cell phones 2,400 3,000 3,600 4,000 5,000
land lines 8,000 16,000 16,000 16,000 16,000
new system installation 5,000
totals 15,400 19,000 19,600 20,000 21,000
Utilities-183A
Electricity 1,250 60,000 60,000
Water 1,000 40,000 40,000
Gas 1,000 5,000 5,000
Telecommunications 0 0 5,400 17,400 17,400
totals 0 0 8,650 122,400 122,400
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Capital expenditures

page 9

FY 05 FY 06 FY 07 FY 08 FY 09

Administrative
Software 25,000 100,000 25,000 25,000 25,000
Phone system 20,000
Computer systems 75,000
Furniture 10,000

totals 130,000 100,000 25,000 25,000 25,000
Operating-183A
Software-maintenance : 100,000 100,000
vehicles and equipment 150,000 150,000 150,000
renewal and replacement 550,000 566,500

totals 0 0 150,000 800,000 816,500
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Debt Service a8 10
FY 05 FY 06 FY 07 FY 08 FY 09

senior lien bonds 7,733,825

Totals 0 0 0 0 7,733,825
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(Contractors in red are subcontractors of HNTB.)

Provisional

Primary Overhead g'.liﬁnhh& Contract
Staff for . Cost per Rate + Profit Lungs ontrac
Contractor Duties (to TxDOT) | Competitively
CTRMA Hour (added to | ~ " ber Bid?
Project the hourly 31. 2004 :
cost) D
. . $620,407.44
S tggnei}es Mike Weaver “gigﬁﬁ;gg n $150.00 N/A began No
8 October 1, 2002
$1,135,572.83 Yes, but the first
began Locke Liddell &
June 30, 2003; Sapp contract
$333.00, $290.00 does not include | was not competi-
Locke Liddell & C. Brian General when billed N/A billings when tively bid when
Sapp LLP Cassidy Counsel though Prime Locke Liddell & Locke Liddell
Strategies Sapp was a sub- & Sapp was a
contractor for CTRMA subcon-
Prime tractor through
Strategies Prime Strategies
Overhead Yes, recommend-
153.53% $7,271,877.37 ’ .
Profit 15% (over- began ed by Prime
HNTB Richard Ridings GEC $73.99 . Strategies and
head revised September 30, Locke Liddell &
in June 2004 to 2003 Sa
150.43%) bp
$72,349.42 Yes, but the first
g Pefia Swayze
June 25, 2003.
. contract was not
This does not "
include bill- competitively
Pefia Swayze Mike Swayze Accounting $50.00 - $172.00 N/A . - bid when Pena
ings when Pena
A —— Swayze was a
CTRMA subcon-
subcontractor
. tractor through
Lo Elaline Prime Strategies
Strategies g
$4,293.18
Thg Pete Peters Public Affairs Billings f(?r N/A began No
Communicators meals, copies November 10,
2003

Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Contractor

Primary
Staff for
CTRMA
Project

Duties

Cost per
Hour

Provisional
Overhead
Rate + Profit
(added to
the hourly
cost)

CTRMA
Billings
(to TxDOT)
to December
31, 2004

Contract
Competitively
Bid?

HB Media

Manuel Zarate,
Pete Peters and
others

Public meetings,
outreach, elected
official briefings,
educational out-
reach, communi-
cation protocol,
media relations,
governmental
relations, project
database, printed
materials, coordi-
nation meetings,
media releases,
audio/visual pro-
duction, strategic
planning

$97.00 - $150.00

N/A

$259,704.40
began
February 2, 2004

Martin &
Salinas Public
Affairs Inc.

Don Martin, Trey
Salinas, others

Assist in commu-
nications with tar-
geted stakeholder
groups, assist with
message develop-

ment and media

relations, assist

in preparation of
press releases and
project fact sheets,
attend meetings as

required

$45.00 - $240.00

N/A

$120,027.75
began
June 11, 2004

Adelante
Solutions

Paul Saldana

Public Affairs

$180.00

N/A

Included in
Martin & Salinas
billings

No

Adisa Public
Relations

Shuronda
Robinson-Parks

CTRMA Web site
support, manage
and coordinate
responses to
public comments,
update public
comment tracking
worksheet, update
master contact
database and e-
mail group

$75.00
+ expenses

N/A

$59,517.98 began
July 29, 2004

Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Contractor

Primary
Staff for
CTRMA
Project

Duties

Cost per
Hour

Provisional
Overhead
Rate + Profit
(added to
the hourly
cost)

CTRMA
Billings
(to TxDOT)
to December
31, 2004

Contract
Competitively
Bid?

Grier-Bankett

Stacy
Dukes-Rhone

Assist in commu-
nications with tar-
geted stakeholder
groups, assist with
message develop-
ment and media
relations, assist
in preparation of
press releases and
project fact sheets,
attend meetings as
required

$185.00

N/A

$32,116.00
began
August 25, 2004

Nancy
Ledbetter
Associates

Nancy
Ledbetter

Public meetings,
outreach, elected
official briefings,
educational out-
reach, communi-
cation protocol,
media relations,
governmental
relations, project
database, printed
materials, coordi-
nation meetings,
media releases,
audio/visual pro-
duction, strategic
planning, develop
a community and
government rela-
tions program,
brochure develop-
ment, community
and industry rela-
tions, consumer
attitude tracking,
crisis communica-
tion plan and train-
ing, government
relations, strategic
planning

$120.00

N/A

$109,105.87
began
February 2, 2004

Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Provisional

Primary Overhead CTRMA
Staff for Cost per Rate + Profit Billings Contract
Contractor Duties p (to TxDOT) | Competitively
CTRMA Hour (added to | ~ " ber Bid?
Project the hourly 31. 2004 :
cost) D
Graphic design and
marketing efforts,
compile engineer-
ing maps, create
and illustrate bro-
chures, work with
TxDOT on creation
of slides and pre- $59,068.25 began
sentation materials Au’gust'25 2004
Informative Catherinfs 0T &) ETE e mes- (Some biflings
Efforts LLC Howell, Melinda sage qf .the mobil- $55.00 - $85.00 N/A may have been No
Wheatle ity crisis and the y
y ya der Nanc;
solutions that can u£1 dbett y
be implemented, i)
graphic needs,
print advertise-
ments, design sig-
nage that may be
needed for trade
shows and presen-
tations
$812.50 began
May 20, 2003;
J. Land Municipal Executive director also billed
Consultants Joanne Land selection $125.00 N/A CTRMA $5,000 No
through Prime
Strategies, Inc.
Review design,
evaluate drawings,
review earthwork,
right of way, front-
HDR Russe}l Zapalac, af)iéj%i(tiss,t;i:t‘:e egl;jp $79.33, Overhead $1,350,153.98
Engineering Inc Lzl it assist in develop- $50.50 L2500 [ e
’ (staff) ’ Profit 15% February 2, 2004
ment, progress
reports, document
printing and dis-
tribution, project
coordination
Owen Oversight / expen- $61,050.00 began
Consulting Everett Owen ditufe review $150.00 N/A January 31, 2?)04 No

Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Provisional MA
Primary Overhead gr[l‘ﬁn Contract
Staff for . Cost per Rate + Profit Lungs ontrac
Contractor Duties (to TxDOT) | Competitively
CTRMA Hour (added to | ~ " ber Bid?
Project the hourly 31. 2004 :
cost) D
Attend and par-
ticipate in team
meetings, identify
right of way par- $588,332.01
Sheets & Charles cels purchased, | $90.00 - $190.00 N/A began No
Crossfield Crossfield .
pre-condemnation February 2, 2004
negotiation and
acquisition of all
rights of way
UBS Financial N/A Underwriter N/A N/A N/A Yes
Services
Pl N/A Bond trustee N/A N/A N/A Yes
ecurities
First Southwest Daniel
Co., D Ladd Wegmiller and D. | Financial advisors N/A N/A $98,904.56 began Yes
Pattillo & . July 31, 2003
. Ladd Pattillo
Associates
Contracted rate
VATSIBIT s AN W. Glenn Opel Bond counsel @it $395.'00’ uzind N/A N/A Yes
LLP annual increases
of $10.00
Dynametrics con- $2,175.00
Between the Meri Aaron sultation and sup- began
Lines Walker port (selection of $250.00 N/A September 3, No
CFO) 2004
Attend design
workshop, review
schematic plan
bridge lengths, " $26,220.00
Jose I. Guerra Joe Hernandez bridge span, $22.50 - $35.50 Ove;?(?g? 11;;'0%’ began No
review CDA pro- 0 February 2, 2004
curement process,
attend document
review workshop
Attend team meet-
S.D. Kallman Steven D. ings, assist with | $60.00 - $220.00 N/A $80,999.30 began No
Kallman . L February 2, 2004
utility coordination
Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Provisional MA
Primary Overhead gr[l‘ﬁn Contract
Staff for . Cost per Rate + Profit Lungs ontrac
Contractor Duties (to TxDOT) | Competitively
CTRMA Hour (added to | ~ " ber Bid?
Project the hourly 31. 2004 :
cost) D
Attend team meet-
ings, identify spe-
cific environmen-
Smith tal update tasks,
Robertson, Alan Glen Sl i T $250.00 N/A $47,252.90 began No
. of environmental March 5, 2004
Elliott & Glen
tasks, updates,
environmental per-
mitting, environ-
mental compliance
. . Bobbie J. Garza- . . $32,394.55 began
Pink Consulting Hernandez Public affairs $125.00 N/A August 25, 2004 No
oW, Hatle Stephanie Hale | Public affairs | $76.00 - $125.00 N/A $41,441.50 No
Consulting LL.C ’ ’ o
$10,577.66
Dennis Karus Dennis Karus Bond insurance $125.00 N/A began No
+ expenses September 23,
2004
. . Environmental Overhead 198% | $64,824.76 began
aci consulting Steve Paulson consultant $39.39 Profit 15% March 5, 2004 No
. . Allen Watson Preliminary util- Overhead $410,833.96
Cob, Fendley & | project ity coordination $87.89 169.39% began No
ST e Manager services Profit 15% February 2, 2004
Attend team meet-
WHM ings, respond to
Transportation inquiries regarding Overhead $37,001.11
i Heidi Ross existing traffic $52.88 153.53% began No
8 & data, technical Profit 15% April 9, 2004
Consultants, Inc. .
review of CDA pro-
posals
. . $1,065,154.41
i?gefni“?shﬁ% 11\{4;(;?1?3 S“rlzz-‘ry)‘p“ii ;“d $65.00 - $130.00 N/A began No
? ' February 2, 2004
Review maps, visit
the site, drainage
Chesos issues, pollutant
. L. Steven loading calcula- $94,516.00 began
Cé) n51_11t1ng Stecher tions, project man- $65.00 - $135.00 Iy April 9, 2004 Al
ervices
agement and meet-
ings with HNTB
and TCEQ

Note: Amounts billed and/or accrued by CTRMA, unless noted.
Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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(Contractors in red are subcontractors of HNTB.)

Provisional

Primary Overhead g'.liﬁnhh& Contract
Staff for . Cost per Rate + Profit Lungs ontrac
Contractor Duties (to TxDOT) | Competitively
CTRMA Hour (added to | ~ " ber Bid?
Project the hourly 31. 2004 :
cost) D
Attend and partici-
pate in team meet- $4.313.56
Hicks & Jim Robertson | . In8S; assist with N/A N/A began No
Company identifying project F
. ebruary 2, 2004
environmental
tasks
. $18,000.00
Bai?gfees %I?CSSO_ N/A Opinion research N/A N/A began No
T May 10, 2004
Helin, $8,060.00
Donovan, Donald K. . . began
Trubee & McPhee Auditing services N/A N/A September 15, Yes
Wilkinson, LLP 2004
Arrowhgad Film N/A Aerial ﬁdeo of cor- N/A N/A $7,050.00 N/A
& Video ridor
Dandy Idea N/A Graphic design N/A N/A N/A N/A
Lrzatholln N/A I3 ouy el N/A N/A $13,190.00 N/A
Research tation
Pecora & Toll marketing firm
o N/A procurement assis- N/A N/A $4,615.00 N/A
Bluxrud
tance
. $686,669.38
Vet N/A Traffic and rev- N/A N/A directly paid by N/A
Associates enue analysis
TxDOT
Nossaman $25,957.05
Guthner Knox N/A Legal services N/A N/A directly paid by N/A
Elliott LLP TxDOT
Acquisition, title
research and
Crossland analysis, appraisal, Included in
Acquisiti Jim Henry appraisal review, $42.50 - $100.00 N/A Sheets & Cross- No
cquisition, Inc. ) . . s
relocation assis- field billings
tance and litigation
support services
Kerry Tate, John Marketing plan
TateAustin Langmore, Stac- | and distribution of N/A N/A N/A Yes
ey Dukes-Rhone toll tags
Hill Country Construction of
Constructors /A US 183-A /A /A /A it
Winstead
Sechrest & N/A Counsel to UBS N/A N/A N/A N/A
. Financial Services
Minick, P.C.

Note: Amounts billed and/or accrued by CTRMA, unless noted.

Sources: Central Texas Regional Mobility Authority and Texas Comptroller of Public Accounts.
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Appendix 6 — E-mail Correspondence Concerning Dinner at Sullivan’s

Cassidy, C. Brian

Cassidy, C. Brian

From: Johanna Zmud
Sent: Monday, June 21, 2004 8:47 AM i
F O} Richard Ridings; Bob Bennett; Bob Tesch; Zassidy, C. Brian;
Henry H. Gilmore; Jim Mills;
; mstein@ctrma.org; Ray Sullivan;
Cc: Cecilia Martinez
Subject: RE: Reservations at Sullivan's

FW: Reservations at Sullivan'sRichard, I will be there (if I have voice by
thent) .

----- original Message-----

From: Richard Ridings [mailto:RRidings@hntb.com]

Sent: Sunday, June 20, 2004 10:51 PM
To: Bnh Pammatt; Bob Tesch: Cassidy, C. Brian;
Henry H. Gilmore; Jim Mills;

mstein@ctrma.org;

Ray Sulliwvan;
Cc: Cecilia Martimez __ _ __ _____ __
Subject: FW: Reservations at Sullivan's

Subject: RE: Reservations at Sullivan's

Camercon County Commissioners David Garza and Edna Tamayo, along with
County Transportation Director Pete Sepulveda will be visiting on Wednesday
to obtain information on how Travis and Williamson County developed the
first Regional Mecbility Authority, the CTRMA. We will be hosting a dinner at
Sullivan's @ 300 Colorado Wednesday night June 23rd at 8:00 PM to provide
each of you an opportunity to share your thoughts with the Commissioners. I
apologize in advance for the late notice, but the meeting was only confirmed
on Friday. Please let Cecilia or I know if you will be able to attend.
THANKS | Richard.

sullivan's @ 300 Colorado (495-6504)

Cecilia Martinez
(512) 691-2200

13
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Capitalized Expenditures

‘ Federal Highway Loan Application Fee

$30,000.00

Administrative Services

Owen Consulting

$61,050.00

First Southwest Co.

$94,116.63

Prime Strategies

$18,420.40

Total Administrative Services

$173,587.03

‘ Consulting-Reimbursed Expenses (Prime Strategies and HNTB)

$184.14 |

‘ Environmental Fees (Hickory Pass, mitigation and TCEQ)

$398,750.00 |

Legal Fees
Prime Strategies $65,396.87
Nossaman Guthner Knox Elliott LLP $25,957.05
Locke Liddell & Sapp LLP (other fees included in operating expenses) $816,492.25

Total Legal Fees

$907,846.17

‘ Traffic and Revenue Analysis - Vollmer & Associates $686,669.38 ‘
‘ General Engineering Consultant (GEC) - HNTB $7,271,080.39 ‘
| Total Capitalized Expenditures $9,468,117.11 |
Subcontractors to HNTB
Permitting
ACI consulting (environmental) $64,824.76
Crespo consulting Services (environmental) $94,516.00
Hicks & Co. (environmental) $4,313.56
Smith, Robertson, Elliott & Glen (environmental legal) $47,232.90
Total Permitting $210,887.22
Public Involvement
Adisa Public Relations $59,517.98
Baselice & Associates (survey) $18,000.00
Grier-Bankett $32,116.00
HB Media $259,707.40
Informative Efforts $59,068.25
Martin & Salinas Public Affairs (including Adelante Solutions) $120,027.75
Nancy Ledbetter & Associates $109,105.87
D. Ann Slayton Shiffler (writing) $5,000.00
Pink Consulting (meeting facilitation) $32,394.55
S.W. Hale Consulting LLC (meeting facilitation) $41,441.50
Trenholm Research (focus groups) $13,190.00
Total Public Involvement $749,569.30
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Engineering
Cobb Fendley & Associates, Inc. $410,833.96
HDR Engineering Inc. $1,350,153.98
Jose L. Guerra $26,220.00
S.D. Kallman (utility coordination) $80,999.30
WHM Transportation Engineering Consultants, Inc. $37,001.11

Total Engineering

$1,905,208.35

Surveying and Right of Way

Sheets & Crossfield (legal, right of way)

$588,332.01

Arrowhead Film & Video (aerial video)

$7,000.00

Survey and Mapping, Inc. (SAM)

$1,065,154.41

Total Surveying and Right of Way

$1,660,486.42

Miscellaneous Consultants

Dennis Karus Consulting (bond insurance) $10,577.66
Pecora & Bluxrud (toll marketing consulting) $4,615.00
Total Miscellaneous Consultants $15,192.66

Total Subcontractors

$4,541,343.95

Remainder for HNTB (overhead, salaries, etc.)

$2,729,736.44

Total of HNTB Billings $7,271,080.39
Operating Expenditures
6/30/03 6/30/04 12/31/04 Sub Total
Operating

Accounting (including audit) $4,500.00 $42,195.65 $33,713.77 $80,409.42
Contributions (to CAMPO) $4,500.00 $4,500.00
Dues & Subscriptions $4,431.33 $6,675.00 $11,106.33
Salaries, payroll, wages and taxes $89,739.11 $100,505.40 $190,244.51
Lodging & Meals $1,675.20 $3,637.54 $5,312.74
Meeting Facilities & Expenses & Transcripts $12,521.57 $8,913.60 $5,741.73 $27,176.90
Mileage reimbursements and parking $3,606.37 $2,931.82 $6,638.19
rzIﬁgﬂiﬁ?\‘;ﬁiggﬁ;ﬁ“ﬂfﬁiﬁ“ and $1,853.17 $8,568.10 $301.82 $10,723.09
Professional Development $780.00 $2,415.00 $3,195.00
Public Notices $5,226.69 $773.60 $1,999.96 $8,000.25
Recruiting $5,924.17 $2,175.00 $8,099.17
Telephone $2,642.34 $1,861.01 $4,503.35
Travel $6,656.94 $11,156.81 $17,813.75
g&ﬁ‘i‘éﬁ‘g‘iﬁfﬂﬁ‘gﬁ;ﬁ;@femces $118,415.00 $89,272.50 $4,095.00 $211,782.50
Consulting-Reimbursed Expenses $9,959.53 $4,642.15 $19.90 $14,621.58
Legal (Including Locke Liddell & Sapp) $251,426.68 $280,018.88 $174,010.27 $705,455.83
Other Expenses $1,054.55 $2,844.99 $5,024.69 $8,924.23

Total Operating Expenditures $404,957.19 $552,684.93 $360,764.72 $1,318,406.84

Total Capitalized and Operating Expenditures

$10,786,523.95
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Appendix 8 - Expense Statement

[Statement number:
Expense Statement
Employee information Pay period
Name  AIKE éfﬁ‘c_‘_/&‘ﬂ‘ ST i Department From
Employee ID Manager To
Paosition
Date A | Description Hotel [ Transport | Fuel | Meals | Phone | Entertain. Misc. TOTAL _
T=(2 éﬂys‘c JhorE | | 22.3( VP 9 — 7.oa -|2B7 01
/=17 P (RPSRT _ PRARI<, SLIF S¢./ ¥ 0.
Mj‘__&g.ﬂfﬁr TR T GRS 456 0.
|~t 5 QAHB To KBST, ~ mBaL 7.00 AS; 00 4 32.ee 0.
=% CAFE F/xaA _PIN<ER A L % vy~ ] o e [\ 3/.88 0.
[~ 5 Kosina's  Davsam L anci /S, e | /5.2 0.
|~ts~ C/BRas f fL=a | /2. .ce 0.0
Ny Bul un Rasr al = geaat - o L e EShEgh0:
T Rars, s 2,08 | Zo, 00 0.
& =i | Grriys | GRIE B RT™ . o8 | LU
i TAxi  Tu/moun Mont: A 0.00] 22666 0.00[/577 &00] : 0.00] 7.cc-0-00li8
I=ez % z A - —_—-Subtotal -
43, 1% 1813 5,89 Advances| A7 ¢
.>“roTAL 0
Approved by MNotes & (pg_ ¢
W Paid
For Office Use Only Dafg __ Check #
Project #
Account #gﬁf@ 152.3] _ 5455 S9¢
20 Vo  Sijor m
Approved For Payment s %E

Note: There is additional documentation for this expense statement.
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Appendix 9 - Memorandum from Don Martin (page 1)

MEMORANDUM

To: Bob Daigh, Mike Heiligenstein

CC: Pete Winstead, Pete Peters, Trey Salinas, Mike Weaver, Brian
Cassidy, Stacy Dukes-Rhonc, Paul Saldana

From: Don Martin
Re: Organization of an Advocacy Public Information Effort
Date: April 15, 2004

From my observations this week, T think now is the appropriale time to move into
“campaign mode” with the toll efforts. We nced a more campaign-like strategy that
recognizes that we need to take action now and focus on a limited amount of time (the
next 60 days) on an urgent, pro-active, highly-energized basis. However, you have both
made it clear that neither TXDOT or the CTRMA can be directly and actively involved in
advocacy efforts due to funding and ethical constraints.

Therefore, it will be important to scparate the “advocacy” efforts into a privately-funded
campaign and keep that campaign distincl and wholly separate from the educational work
of TxDOT and CTRMA. Ttis entirely appropriate that a private group take on the major
advocacy effort and to oversee the larger “campaign” to support the regional program. I
understand, however, the limits of what the CTRMA and TxDOT are permitted Lo do,
and have designed a proposed program accordingly and in a way which maintains these
boundanes.

There are excellent examples we can use from past campaigns — in particular the 1993
Bergstrom referendum. The City of Austin and Aviation Departments handled an
extensive “cducational” campaign to get out the facts, arange speakers, and to help
educate and mect with organizations. Meanwhile, an entirely separate and privately-
financed citizens group ook on the campaign, running the refercndum as you would any
other kind of voter campaign. The privale campaign organized the overall clfort making
assignments to the city departiments and others involved in the effort.

Similar efforts werc undertaken scparately for the Round Rock baseball stadium
referendum.,
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Appendix 9 - Memorandum from Don Martin (page 2)

In the case of Bergstrom, a citizen’s commillee was spcarheaded by Pcte Winstead and
Dan Matheson and I was the paid campaign manager. Total budget for the private
campaign was $198,000 - all raised through private donations.

Here is what I recommend to begin immediatcly in regard to how o organize and
implement the kind of campaign that is needed:

Establish A Private Citizens Group -

Using Pete Winstead as Chair, we should quickly pull together a “citizens
committee™ that will essentially rise the money and run the “campaign effort.”
We will solicit additional key community leaders to be part of this commitice.

Fundraising would be handled though Pete Winstead sending out an immediate
email Lo key potential conlributors, and then using key individuals (Weaver,
Salinas, Winstead, and Pelers) to make strategic phonc calls to get funding
underway.

Collection of funds, accounting, budgeting and disbursement and such would be
handled by Pete Winstead’s office o have one single point of responsibility for
the funds. Legal issues relating to the private campaign would [all under Pete’s
purview while Brian Cassidy will oversee the legal issues of thc CTRMA's public
education effort.

Goal: $250,000. That would allow the campaign to afford extensive mailines,
adverlising, perhaps TV and radio, and professional oversight. I see no reason to
do any polling at this time, but polling could be included if needed.

Don Martin and an assistant (Dallas Kelley) would be separately hired
(individually) by the citizens group to be the campaign manger, to be paid solely
out of the privately-raised funds. - A clear delincation of campaign efforts
(privately funded) versus public cfforts and education (TxDOT and CTRMA
funded) nccds to be made and adhered to. Martin & Szlinas Public Affairs, Inc.
likely will continue lo do sub-consulting waork for the CTRMA il appropriate and
with approval, but this will no longer include myscl[ or Dallas Kelley.

All campaign-related materials (such as advocacy mailcrs, fact shects, radio or tv
production if any, yard signs and other such matenals would be handled ONLY

by the campaign group.

i~
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The CTRMA Efforts —

These efforts would be focused on the necessary public education campaign, but
stopping well short of advocacy. Marlin & Salinas Public Affairs, Inc. and/or
Adeclantc Solutions would remain as a hired sub-consultant to HNTB for the
CTRMA for a sigmficant portion of these functions (but Don Martin and Dallus
Kelley would not be part of this HNTB contract). My prcliminary thoughts on
the CTRMA organizalion are as follows:

Trey Salinas would work on the governmental and political resolutions
and issucs (including the carc and handling of the cvenlual CAMPO vote)

Paul Saldana and Stacy Dukes-Rhone would work on Austin-area
neighborhoods, organizations and associations. In addition they would
handle minority outreach, minority media and minority community issues.

Howard Falkenburg and Pete Peters would work on basic fact sheets,
handouts and a serics of newspaper ads for the factual education efforts.

Howard Falkenberg would need to take over the media efforts [rom me
relating Lo the public education, leaving me open to oversee the campaien
efforts and (he separate campaign media relations.

TxDOT Efforts --

These efforts are parallel with butl separate from CTRMA. In gcneral the TxDOT
stafl and consultants (TxDOT P10, Daigh, Peters, Falkenberg) would take on
devclopment of basic fact sheets regarding the toll proposal, funding, toll tags,
the clectronics, and the operations and design of the individual roadway segments,
etc. TxDOT PIO staff can also be brought in to assist with the overall toll
proposal educational efforts.

Communications

[ will attempl to meet periodically with each of you to let you know what is
planned in the advocacy area. Advocacy campaign activities, however, would be
overseen by me and funded solely through private fundraising for the advocacy effort,
similar to the way it was handled in the Bergstrom campaign.

An example of how activities would be divided (using the various materials (hat
need (o be produced as an cxample):

(o]
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= Sunday ads - pubhc education (Howard Falkenberg, Pete Peters)

* Development of Toll Plan fact sheel(s) and Q&A for use by all groups and
as a leave-bchind in meetings. This includes basie matenals on the toll
plan, plus individual fact sheets as needed for the elements of the plan
(roadway segments, electronic tolling, etc) (Pete Peters)

» Development of all mailers, newspaper inserts, signs and campaign
materials however would be handled by Don Martin....separately apart
from the CTRRMA sub-contract with Martin & Salinas Public Affairs.
Tnc. Work on bchall of the CTRMA will now involve Trey Salinas and
Paul Saldana instcad of me.

Again, we nced to be absolutely sure that all efforts recognize the constraints of
what the CTRMA and TxDOT are legally and ethically permitted (o do. To the extent
some of the individual mentioned above arc working temporarily on both efforts (the
advocacy and the public informalion activities) it needs to be made very clear that
separale billing records arc to be maintained and that no charges are made to the CTRMA
or TxDOT for advocacy work.

Don Martin
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