Grand Parkway Meeting

3/6/2008

Summary of Discussions

1. Introductions; Summary of Prior Meeting.  The meeting started with a brief introduction of participants and a discussion of topics and issues raised at the January 17 meeting.  The Summary of Discussions of the January 31, 2008 meeting was approved.

2. Organizational Structure.  Bob Collie informed the group that all six counties other than Harris County that are participating in the Grand Parkway project have delegated authority to Harris County/HCTRA to negotiate with TxDOT on their behalf.  The delegation of authority is subject to certain conditions, but HCTRA has full, delegated authority to represent all such counties in the negotiation of terms and conditions for the Grand Parkway project.

3. Traffic and Revenue Study.  Lucio Vasquez of TxDOT gave an update on the status of the Traffic and Revenue Study.  Notice has been given to begin work on a draft Traffic and Revenue Study.  Although there is no signed contract yet, WSA and URS are proceeding in good faith.  

There will be a kickoff meeting among HGAC, HCTRA, TxDOT, WSA and URS at TxDOT’s Houston District Office for information gathering on Wednesday, March 12 at 1:30.  TxDOT stressed the importance of this meeting, because there is a need to decide on certain assumptions and to give WSA and URS guidance at the outset to aid them in their study.  HCTRA questioned whether demographer Barton Smith would be on board in time to participate in next week’s kickoff meeting. Lucio Vasquez said he could be available if there is an agreement on the cost of his participation and the scope of his work.  However, TxDOT feels that Barton Smith is not needed until after WSA and URS generate models, which is in 30-45 days.

HGAC anticipates that there is enough information to start the process and can propose ways to look at economics and demographics as a starting point. The consultants are mindful that there is a need to start early and work in parallel processes to speed the ability to obtain information.

4. Scope and Cost.  The materials provided at the meeting includes detail of the scope of the project.  Some changes were made by HCTRA to the description based on meetings with the various counties for whom it is negotiating.  Generally, both TxDOT and HCTRA agreed that the project description included in the meeting materials will be the basis for determination of project costs for the purpose of market valuation.  The longest, most expensive potential routes were used for purposes of determining the scope of the project.  HCTRA and TxDOT agreed to accept the description of project scope as revised.  HCTRA has a goal of sending a schedule with a cost estimates for the project description on Monday (3/10).  

5. Terms and Conditions/Assumptions.  TxDOT desires to have fewer Terms and Conditions in order to keep the Terms and Conditions constant regardless of how the Grand Parkway is developed.  TxDOT believes the Assumptions (rather than Terms and Conditions) will be the basis for customizing the market valuation.  TxDOT stressed that the group should determine where each term best fits – whether in Terms and Conditions or Assumptions.  TxDOT noted that S.B. 792 specifically referred to only two Terms and Conditions:  initial toll rate and toll rate escalation clause.  TXDOT believes that “costs,” for example, should be one of the “assumptions,” because it will change depending on how the project is financed.
HGAC desires a working set of Terms and Conditions to be completed soon so that the market valuation can be done. 

Bob Collie suggested that the draft Terms and Conditions might be similar to the Terms and Conditions for the SH 161 Project in North Texas, but at this time Harris County expressly reserves the right to reconsider what is a Term and Condition and what is an Assumption, and what, if any, difference there is between the two and the consequence thereof, based on further developments in the negotiations with TxDOT.  Art Story of HCTRA commented that the project might not be fundable based on the Terms and Conditions and Assumptions, and the group should be prepared to go back and re-evaluate for the purpose of developing the project, rather than any other objective, such as upfront payments.
6. Terms and Conditions and Valuation Study Schedule.  TxDOT previously provided a proposed schedule to complete the Grand Parkway market valuation study process by 12/1/2008, allowing for six months for the parties to agree.  TxDOT believed there were advantages for a different set of eyes to look at the schedule and asked CRA International, consultant to HGAC, to provide input.  

Jon Bottom of CRA International provided a presentation of the proposed timeline.  His group looked for opportunities to inject iterations at the beginning of the process in order to preserve the overall TxDOT timeframe.  This process would use trial Terms and Conditions and Assumptions in the beginning of the process, rather than final Terms, Conditions and Assumptions.  These would provide a basis for an iterative process.  There would potentially be several iterations of “trial” Terms and Conditions for “trial” market valuation studies. These would be “quick and dirty” studies with the intent of highlighting key results to show potential problems.  Less detail would be provided in these trial studies, but would serve to highlight any potential problems to be fixed. 

Art Story of HCTRA stressed that the study needs Terms and Conditions and Assumptions that account for the project built over a reasonable period of time without requiring large amounts of funds from either TxDOT or HCTRA, due to the economic reality that the project may have a negative market valuation and TxDOT does not have the money to provide toll equity.  The market valuation study is needed to know the ability of HCTRA and TxDOT to complete the project in order for a project timeline to be created.  When going through the iterations, we need to be mindful of the desired end result.

TxDOT agrees in principle, but wants to see different iterations of different assumptions to decide what is best for the project.  

HCTRA believes that there is a unique opportunity to deliver an entire project.  This project is significant enough that any surplus net revenues, or “market valuation,” should be spent on items attendant to the project.

HGAC suggested one of the guiding principles of the Terms and Conditions is to complete the project as completely and expeditiously as possible.

The proposed “trial” market valuations would not have the benefit of using WSA models, because they will not be available until June.  WSA and URS will also not be available to do the model market valuation while working on the traffic and revenue study.  HGAC proposes the use of the HGAC Traffic and Revenue Study for the purpose of preliminary market valuation studies and stresses the benefit of the preliminary studies to show potential problems in the market valuation process.  Art Storey of HCTRA said that they are willing to participate. 

Because the WSA and URS work will not be available until approximately June 20, the proposed timeline will likely be pushed back.

7. Summary and Next Meeting.  The group then discussed the next meeting.  HCTRA asked what is to be accomplished at the meeting on March 27.  HGAC suggested that the purpose would be to articulate further the Terms and Conditions and market valuation schedule and come to an agreement, as well as work on revised cost analysis.  The group determined to assess the timing of the next meeting approximately one week before the proposed March 27 date.
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