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EXECUTIVE SUMMARY

The Texas Department of Transportation (TXxDOT) or “Department” Administration requested
the Department to develop a strategy that would allow metropolitan planning organizations
(MPOs) the opportunity for increased involvement in the planning and implementation of
projects in Categories 2 and 3 of the department’s Unified Transportation Program (UTP) within
their respective areas. This approach would provide MPOs with one lump sum of dollars to
identify and program for project development. The MPO would have the authority to direct the
dollars for funding among three distinct project development activities: right-of-way (ROW)
acquisition, consultant-based preliminary engineering (PE) development, and actual project
construction. Currently,

e MPOs are provided a percentage of construction funds as determined by the previous
statewide UTP Categories 2 and 3 Working Groups. The MPOs in consultation with
TxDOT Districts select projects, based on the estimated construction cost, to use those
allocated dollars within a fiscally constrained program.

e ROW acquisition and consultant-based PE budgets are managed on a statewide basis with
each district being allocated a “soft” annual target and based on their budget request.

e TxDOT is working on Design and Construction Information System (DCIS) changes that
will allow tracking total project costs. The changes were implemented on June 22, 2007.

e Regional areas (MPOs) desire to have the capability to make decisions locally regarding
corridor preservation and consultant utilization. Some local areas see huge benefits to
preserving ROW corridors in lieu of project construction.

e Construction, ROW and consultant funding are budgeted, tracked and reported to the
legislature separately.

At the direction of the Texas Transportation Commission, TXDOT convened a workgroup
comprised of experts from TxDOT and selected MPOs. The workgroup charge was to determine
how to distribute funds for consultant-based PE and ROW acquisition among the MPOs. MPOs
will expand their programming ability to include contracted preliminary engineering and right-
of-way acquisition within their areas. TXDOT districts will continue to receive budget
allocations for consultant PE and right-of-way based on the available dollars after the MPO
allocation reduction, and will continue to be responsible for managing and expending all right-
of-way and consultant PE funds by Department rules. The workgroup met twice during May
2006 in Austin, Texas to review, discuss, deliberate, and develop a consultant-based PE and
ROW acquisition funding distribution process to MPOs.

The workgroup recommended an initial distribution process that mimics the statewide
distribution of mobility construction funds (UTP Category 2 and 3) for each MPO. Consultant-
based PE and ROW acquisition funding would be an amount equivalent to 10 percent and 12
percent, respectively, of each MPO’s mobility construction funds. The workgroup understood
that these funds were flexible, not mutually exclusive, so that an MPO may direct them in any
desired proportion among consultant PE, ROW acquisition, and project construction. The
workgroup also recommended these ratios be reviewed at least annually by this workgroup using
the best available information (e.g., Total Project Cost initiative results) and adjusted as needed.
A subsequent recommendation by the workgroup at its March 2007 meeting was to prepare and




deliver informal, recurring training directed to MPO staff regarding TxDOT processes for ROW
and PE.

The recommendations report was distributed for comments to Districts and MPOs in August
2006. Comments were received and responses were prepared. The workgroup reconvened in
March 2007 to review the responses and conclude their recommendations. These responses are
generalized below.

Application of Lump Sum

TxDOT Administration tasked the Transportation Planning and Programming Division and the
Design Division to develop a strategy that would allow MPQOs the opportunity to program all
phases of Category 2 and 3 projects within their respective areas. This means that the current
model where all ROW acquisition and PE services are directed by the District, will instead
become a model where the MPO has a greater voice in the project development.

The MPOs and Districts will continue to cooperatively select projects for Commission approval.
The MPOs will have the flexibility to direct funding for construction, consultant-based PE and
ROW acquisition. It is expected that the consultative and cooperative transportation planning
process will result in mutual concurrence between the planning partners.

The Lump Sum Distribution provides MPOs with one lump sum allocation for their use in
funding right-of-way acquisition, consultant-based PE development, or actual construction.
However, it is recognized that these funds may be supplemented by District PE and ROW
budgets. The MPO’s role in comprehensive development agreement (CDA) development will
continue to conform to Commission policy.

TxDOT Districts will continue to be responsible for implementing MPO programming decisions
in Categories 2 and 3. The MPOs will not be responsible for right-of-way acquisition (all actions
necessary to clear ROW such as purchase of real property, relocation assistance, and utility
relocation), consultant selection or procurement, or construction management.

Execution of Work

The responsibility for executing and managing expenditures for ROW acquisition or consultant
management for either ROW or PE is and will remain the responsibility of the TXDOT District
staff. MPQOs will not be given this responsibility. Under current procedures, if a city is allowed
by the District to contract for professional services, the city will be eligible for reimbursement
for the expense of professional services contracted.

Oversight

TxDOT will provide oversight and manage reporting requirements. A reporting system will be
established which will communicate to the MPOs the status of funds in Categories 2 and 3.



Review Frequency

The workgroup recommended a review, at least annually, of ROW acquisition and consultant-
based PE cost data for possible adjustments to the percentages. The Department implemented the
ability to track total project costs in June 2007. Transportation Planning and Programming
Division (TPP) has also begun efforts to develop historical project costs. Data from these efforts
combined with the limited historical project costs will be the basis for future adjustments.

Lump Sum Implementation

The Lump Sum Distribution is expected to be implemented with the 2009 Statewide Mobility
Program (SMP), pending final approval from TxDOT Administration and the Texas
Transportation Commission. The 2009 SMP will also initiate tracking of ROW and consultant
expenditures by project, with the understanding that ROW and consultant funding may be
supplemented by the District. The additional funding the MPOs will receive for ROW and PE
will be explicitly shown on the spreadsheets that TPP sends to the districts for these two
categories for their normal coordination with the MPO.

The Lump sum Distribution workgroup recognizes that other Department offices may need to
participate in the completion of remaining challenges (e.g., the Office of General Counsel [OGC]
may be needed for the legal review) at the discretion of Administration. The remaining
challenges include:

1 Scheduling each area’s use of the total allocation;

2. Tracking the actual use of the dollars and balancing future scheduling with past
obligations;

3. Educating Districts and MPOs on the use of its area’s allocation and what can be
accomplished with the funds;

4. Temporarily continuing data maintenance to fulfill legislative reporting requirements (the
Department enabled tracking of total project costs on June 22, 2007);

5. Investigating legal issues (contained in the Texas Administrative Code); and

6. Developing recommendations to present to the Districts and MPOs.

Explanation of Basis for Percentages

The consultant-based PE and ROW acquisition percentages, totaling 22 percent, will be applied
to the estimated construction funds available for programming. This is represented in Figure 1.
Contingencies and construction engineering are not included when applying the consultant-based
PE and ROW acquisition percentages to allocate the Lump Sum Distribution.

The use of MPO or city in-house staff to conduct PE will not count against an MPQO’s allocation.
The allocation represents an amount available for PE consulting services, ROW or construction.
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Figure 1. Representation of construction costs relating to PE and ROW percentages
Guidelines

Construction, PE, and ROW associated with Categories 2 or 3 are spent within the metropolitan
planning boundary. Some exceptions are granted when a project has a significant impact on the
metropolitan planning area. Current State policy stated in the 2007 Statewide Mobility Program
(SMP) restricts use of Category 2 and 3 funds to mobility and added capacity projects.



LUMP SUM DISTRIBUTION WORKGROUP
COMMENTS AND RESPONSES

INTRODUCTION

Comments to the Lump Sum Distribution Recommendations Report were received from
11 TxDOT Districts and one metropolitan planning organization (MPO). The list of
respondents is shown in the table below.

Lump Sum Distribution Workgroup Report Respondents

TxDOT Districts Metropolitan Planning Organizations
Abilene Lubbock
Austin Paris
Bryan San Antonio North Central Texas Council of Governments
Corpus Christi Waco (NCTCOG)
El Paso Wichita Falls
Houston

The comments were reviewed and categorized into General Comments, Preliminary
Engineering (PE), Project Selection, Review Frequency, Right-of-Way (ROW), and
Scheduling. Comments from an individual respondent may be separated into these
categories. Each comment identifies the respondent. A few comments were edited to
correct errors or provide clarification.

GENERAL COMMENTS

In the memo dated August 28, 2006 from Mr. Jim Randall to the District Engineers it
states MPOs should be allowed to "control and be responsible for planning and
implementation of all phases of Categories 2 and 3". This is for right of way acquisition,
consultant PS&E and actual construction funds.

a) TxDOT Districts are the implementing agencies and must have the authority for
what is to be held accountable for such as implementation of projects from
planning, project development, and final design to letting.

b) Category 2 is the only real equity TXDOT has to negotiate the future corridors.
Would the MPOs be the negotiating and implementing agency rather than
TxDOT? Would the MPOs have a role in CDA [comprehensive development
agreement] negotiations?




Workgroup Response

TxDOT Districts will be responsible for implementing MPO programming
decisions in Categories 2 and 3 work. The MPOs will be responsible for project
selection, priority setting, and allocating funds and not be responsible for right-of-
way acquisition, consultant selection, or construction management. The MPQO’s
role in CDA development will continue to conform to Commission policy.

a) We strongly recommend that the same language should be used for planning and
implementation of all phases of Categories 2 and 3 (right of way acquisition, consultant
PS&E and construction) as it is used for Category 2 construction funds in the UTP as
follows: "The TxDOT Districts, with the concurrence and support of their respective
MPO, recommend projects to the Commission for selection based on statewide funding

targets".

Workgroup Response

MPOs and Districts will recommend projects to the Commission. The MPOs will
have responsibility for project selection including PE and ROW, priority setting,
and allocating funds. It is expected that the consultative and cooperative
transportation planning process will result in mutual concurrence between the
planning partners

b) MPOs should adopt processes and controls for programming and scheduling (P&S)
similar to our [TxDOT’s] internal P&S Manual. Adoption of a P&S process by the TPC
[Transportation Policy Committee] would ensure that the P&S and project selection
process does not become politicized. These processes and controls would:

Workgroup Response

MPOs are required by Federal regulation to have a documented project selection
process. MPOs may be encouraged to develop programming and scheduling
processes as an enhancement to the planning process.

-Ensure compliance with applicable P&S regulations on the federal level (23 USC ss
101(a) and 23 CFR ss 450.104, 450.222 and 500.503) and state level (Title 43 Part 1
Ch. 15 Sub Ch. A Rules 15.1 through 15.85).

Workgroup Response

Challenge #7 issued to the workgroup was “investigation of legal issues contained in
the Texas Administrative Code and the Texas Transportation Code.” The workgroup
deferred this challenge to an anticipated review by the TxDOT Office of General
Counsel, expecting that rule changes may be required. Federal regulations which
might conflict with the workgroup recommendations were not immediately apparent
after a cursory review.




-Authorize the development of projects consistent with fiscal resources (i.e. cash
forecasting).

Workgroup Response

Category 2 and 3 project funds are allocated to the MPOs for preparation of
elements of the Statewide Mobility Program (SMP) of the Unified Transportation
Program (UTP). Funding is included in local TIPs and the statewide STIP in
accordance with fiscal constraint requirements. EXxisting processes and controls are
expected to continue to serve the fiscal constraint need.

-Formally define the roles that TxDOT and MPOs (TPC) will be responsible for by
coordinating our respective P&S activities between Category 2 and non-Category 2
funding (i.e. Categories 1, 11 or 12 supplements to "leverage" project selection for
corridors of interest to the department) (also coordination between MPOs and any
Divisions that can offer technical support i.e. GBE, FIN, OGC, DES, ROW, TPP and
ADM and the Commission).

Workgroup Response

The primary interest would not be the selection of corridors of interest to the
department. Rather, corridors of interest to the region would be selected. All
projects and identified needs will be of interest to the department since under
current policy Categories 2 and 3 projects must be on the State system.
Coordination of the Category 2 projects with other categories of work would be
essential.

c) As a department, TXDOT needs to be at the forefront to educate and guide MPOs in
these processes and support them during the transition process with our past
experience and insight because MPOs have a depth of knowledge in planning but not
necessarily in P&S.

Workgroup Response

The workgroup agreed on the importance of this effort. The need for developing
recommendations and educating the planning partners is identified in Workgroup
Challenges #5 and #8. These challenges have not yet been addressed.

| just thought I'd let you know where NCTCOG stands on this issue. | presented the
Lump Sum Committee recommendations to our technical and policy committees, STTC
[Surface Transportation Technical Committee] and RTC [Regional Transportation
Council], and they are indeed wanting to provide comments. However, before providing
specific comments they asked me to get more information, specifically regarding the
ROW % of 12% and PE of 10%. They would like to see the data for how these were
developed, how they’ve changed historically, both for the State and the Dallas and FW
[Fort Worth] Districts. | will also be requesting the same data from the Districts, can you



provide anything to help me? In general, they seem okay with the general concept, but
are concerned that not enough [funding] is being allocated.

Workgroup Response

The workgroup considered many issues for distributing PE and ROW funds.
Those considerations are documented in the Recommendations Report.
Excerpts from this report regarding the workgroup’s discussions are provided
below. The Recommendations Report also presents the data that was pertinent
to the decision making.

From the Recommendations Report, “Throughout both ;Kyte, C-Adyizﬂ\-/c\-ferfater, S.
meetings participants noted that PE expenses traditionally | peseloping and vaiding a
are tied to a project’s expected construction cost as a Highway Construction Project
. Cost Estimation Tool. Report
percentage of that construction cost. One source VTRC 05-R1. December 2004.

identified a range of 8 to 20 percent !, where PE costs are , _
inversely related to construction cost. The general rule-of- | &5 euidme Gement
thumb is PE expenses are equal to 10 percent of the total #548309).

construction cost 2. The participants were generally up:iwainter. fua.dot.govicad

- ) ) iv/docs/er_ga.htm
comfortable with this rule-of-thumb. While the TXDOT
PEERS data reflected a lower ratio [percent], the participants assessed that
these results were skewed by a few large-scale projects.”

Continued from the Recommendations Report, “The workgroup dedicated
considerably more attention and discussion to ROW acquisition. The workgroup
members expressed interest in relating ROW:

» as a percent of the total construction cost;
* to population density;

» over a five-year trend; and

e to other economic indicators.

“At the second meeting, a 12.5 percent ratio of ROW to construction costs
was presented as a general rule-of-thumb based on historical statewide
expenses. Increases in this ratio are expected in urban areas as lower ratios
may be expected in rural areas. Workgroup participants felt strongly that ROW
ranged between 10 and 15 percent of construction costs. While TXDOT PEERS
data reflected a higher ratio [percent], the participants assessed that these
results were skewed by a few large-scale projects that required very expensive
ROW. Another analysis of ROW data compared to construction expenditures for
fiscal years 2001 through 2004 showed that ROW expenditures averaged 11
percent of construction costs.

“The workgroup discussed whether there is a correlation among population,
population densities, and ROW values in urbanized areas (having populations of
50,000 or more). TTI presented a summary of population densities for each
urbanized area in Texas from the U.S. Census Bureau web site. There was no
consistent relationship between population densities and total populations for



each urbanized area. This observation led the workgroup to believe that there is
no likely correlation between population density of urbanized areas and ROW
values. The workgroup made this determination based on the fact that urbanized
area populations and densities vary, as well as that a given construction project
may or may not traverse a specific portion of an urbanized area where a high
population density exists.

“Resources including the Texas A&M Real Estate Center and the Urban Land
Institute (ULI) were sought to provide additional guidance. These sources
provided no additional insight that was useful to the workgroup. TTI staff shared
that discussions with Texas A&M Real Estate Center staff indicated their data
reflects rural areas, not urban areas. TTI also reported finding no materials from
ULI that could provide useful insight.”

Population densities are included in Attachment A, Appendix G of the
Recommendations Report. Preliminary Engineering Efficiency Report System
(PEERS) data is provided in Attachment B, Appendix C and includes three
expenditure tables (Contracted Preliminary Engineering Costs by District, Total
Preliminary Engineering Costs by District, and ROW Expenditures Excluding
TxDOT Labor and Indirects) by District for years FY 1996 through FY 2005. A
combination of this information with your individual District information may lead
to conclusions you are seeking.

The workgroup concluded on the practicality of a statewide target, not regional
targets. Therefore, the workgroup recommended a statewide distribution
equation. The workgroup recommends an annual review of the PE and ROW
percentages using the best available information. Two workgroup challenges
address this periodic review. Challenge #4 seeks tracking the actual use of the
dollars and balancing future scheduling with past obligations. Challenge #6
seeks temporarily continuing data maintenance to fulfill legislative reporting
requirements (the Department is currently working on changes to enable tracking
of total project costs). TxDOT staff, assisted by TTI, plan to continuously collect,
review, and evaluate this data, and report annually as recommended by the
workgroup, or as requested.

The District will continue to have ROW and PE funding that through consultation
and concurrence with the MPO could be used to fund or supplement Category 2
or 3 ROW and PE work.

It never really says this anywhere in the document [Recommendations Report], but I'm
assuming that the idea here is that we add ROW and project development costs into the
Category 3 distribution and the MPOs then decide whether they want to roll those funds
into construction and pay preliminary costs from their own pocket. Is that correct? If
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that is the intent, perhaps the document should clearly state it so there are no surprises
later.

Workgroup Response
The MPO will have the flexibility to direct funding for construction, PE and ROW,;

however, the process will continue to include consultation and concurrence with
the District.

This looks like a cost control headache, but if that is the direction we must head, we'll
figure out how to do it. TXDOT needs to be responsible for tracking the numbers, not
the MPOs. The 10 and 12 percent figures seem pretty generous to me, but as long as
there is a regular audit and adjustment, | have no problem with them.

Workgroup Response

The workgroup recommends annual review of ROW and PE cost data for
possible adjustments. The Department is currently working on changes to enable
tracking of total project costs.

The summary says, "MPOs will have the authority and responsibility to identify and
program uses for PE and ROW funds within their areas. TxDOT will continue to be
responsible for expending these funds.” Does this mean the MPO will advise TXxDOT
what projects to spend those funds on and then TxDOT hires the consultants and
acquires the ROW, or do we really want it to mean something more along the lines of
what | mention in my first paragraph [are ROW and project development costs added to
the Category 3 distribution and the MPOs decide if those funds will be rolled into
construction and pay preliminary costs from their own funds]? Are there currently
issues where an MPO has a high priority project and TxDOT is not working on it
because the District wants to spend all of its consultant funds on other projects? Is that
what we are trying to cure?

Workgroup Response

The Administration requested that TxDOT allow MPOs the opportunity to control
and be responsible for the planning and implementation of all phases of Category
2 and 3 of the UTP within their respective areas. This provides MPOs with one
lump sum allocation for their use in funding right-of-way acquisition, consultant
PE development, or actual construction. However, it is recognized that these
funds may be supplemented by District PE and ROW budgets.
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The workgroup did not discuss individual District issues of different priorities
between an MPO and TxDOT. Through cooperation and consultation in the
required transportation planning processes, the planning partners will decide the
best use of funds to achieve regional objectives.

Comment 7 — Paris District

The consultant acquisition and paperwork management process requires a full-time
FTE. The same is true of the ROW ROWIS acquisition process. Both of these are
TxDOT-only position. Are we going to allow (require) the MPOs to do all of the TxDOT
internal paper and computer work associated with consultants and ROW acquisition,
once this comes on-line, or are they going to be dependent upon us for this support?

Workgroup Response

MPOs will not be responsible for executing ROW acquisition or consultant
management. These functions will remain the responsibility of the TxDOT
District staff.

Comment 8 — El Paso District

| don't think it is clear that the allocation can be supplemented with the District's ROW
allocation or consultant contract allocation if needed. Can these allocations be used to
supplement the Cat 2, 3, and 4 allocations?

Workagroup Response
The workgroup deliberations assumed that allocations could be supplemented by
a District's ROW allocation or its PE funding targets, if available.

Comment 9 — San Antonio District

The District offers no comment on the Recommendations Report.

Workgroup Response
No response required.

Comment 10 — Waco District

Relating to Challenge #5 — Educating Districts and MPOs on the use of area’s allocation
and what can be accomplished with the funds. TXDOT needs to explain why it is going
to ‘total cost’ because the MPO's do not have control on this.



Workgroup Response

Total Project Cost programming was directed by the Administration and
Commission to associate all costs identified with a project. Initial implementation
will be for mobility projects in Categories 2, 3, 4 and 12 of the UTP The concept
originated through both a desire to see a comprehensive, single-source system
that captures development, right of way, and construction costs, and a need to
capture and report on TxDOT’s newly acquired innovative financing tools for
transportation project construction. The benefits of Total Project Cost
programming are the ability to report all sources and types of funding in
transportation projects, allow staff to be responsive to requests for information,
provide for efficiencies in reporting trends and obligation, and provide a means to
determine “mega” project costs in accordance with SAFETEA-LU Financial Plan
Requirements.

Relating to Challenge #8 — Develop recommendations to present to the Districts and
MPOs. While it is anticipated this formula and process will be used for the FY 2009
SMP, some funds are currently allocated and being spent on the development of
projects.
a.) What process is in place to separate future expenditures from past & current
expenditures?

Workgroup Response

The 2009 SMP will initiate tracking of the programming of dollars for ROW and
consultant expenditures by project, with the understanding that ROW and
consultant funding may be supplemented by the District. The additional funding
the MPOs will receive for ROW and PE will be shown explicitly on the
spreadsheets that TPP sends to the districts for these two categories for their
normal coordination with the MPO.

b.) MPQO's should be given adequate time to ensure compliance with their public
involvement processes.

Workgroup Response
Agreed. Implementation in FY 2009 should provide MPOs and TxDOT with
adequate time to fulfill public involvement requirements.

This will go a long way towards putting major transportation decisions in the hands of
the local transportation officials.

Workgroup Response
No response required.
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Will the MPO'’s be allowed to alter the TXxDOT DBE/ HUB requirements?

Workgroup Response

No. MPOs do not and will not have the responsibility to administer the program.
Also, MPOs do not and will not have authority to alter TxDOT’'s DBE/HUB
requirements. Therefore, TXDOT will administer the program under current
TxDOT rules and procedures. All funds are subject to federal and state
compliance requirements.

Currently the Lubbock MPO receives approximately $8 million annually in
Category 2. Based on the recommendations in the report, The Lubbock District would
receive an additional $800,000 for PE and $960,000 for ROW. This would total an
approximate $10 million lump sum distribution. As the debt service on Proposition 14
begins to hit, this lump sum could drop off dramatically, in the case of Lubbock reducing
it by approximately $6.5 million. While we have prepared a construction funding plan to
account for this reduction, we have not had time to establish a ROW acquisition plan to
handle the reduction.

ROW cost to date for the Marsha Sharp Freeway project has reached $160
million. Had this proposal been in effect we would have needed at least 16 years to
acquire the necessary ROW for this project, while building absolutely nothing. Under
the current system, each year, some Districts overspend in ROW while others
underspend. In short, the money is sent where it is needed. To my knowledge, the
state has rarely exceeded its annual ROW budget as a whole. | think this
recommendation is going to have a serious negative impact on the smaller Districts
which just happen to have a very large mobility project under way. While the smaller
Districts don't have these type projects very often, it will be very difficult to complete
them when they do arise. The same can be applied to consultant services to a smaller
degree. While the major metro areas may have fairly steady expenditures in these
areas, they are very cyclical in the smaller Districts, and this proposal will prove
problematic.

Workgroup Response

The workgroup discussed the possible effect of their recommendations on major
mobility projects, such as the Marsha Sharp Freeway. It is recognized that the
$263 million construction cost plus $160 million ROW cost (total $423 million)
could not have been accommodated by Category 2 or 3 under either existing or
proposed allocations. Since the Marsh Sharp Freeway could not have been
funded out of Category 2 or 3 allocations, it was assumed that major projects
such as this would require funding from other sources (e.g., innovative financing
such as tolling or bonding).
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The point was raised in the workgroup that Proposition 14 obligations could
reduce Category 2 or 3 allocations dramatically. Speculation at this time was
considered to be premature as no one can forecast the effect of Proposition 14
funding due to uncertainty.

Data provided to the workgroup (Attachment B, Appendix C) indicate that TxDOT
ROW expenditures, not including labor and indirects, increased from
approximately $121 million in FY 1996 to approximately $750 million in FY 2005.
A portion of this, of course, is due to ROW acquisition by the Texas Turnpike
Authority. Referencing Attachment B, Appendix A, ROW expenditures in FY
2004 and FY 2005 were slightly more than budgeted (the average was
approximately 104% expended to budgeted). There is uncertainty that ROW
budgets will continue to increase or remain at their current levels.

The fact that some Districts on an annual basis overspend while others
underspend their allocations can be accommodated with the ability to carry
forward (bank) their Category 2 and 3 lump sum distributions. Districts may
supplement PE and ROW expenses through their budgets, and request future
budgets through existing processes.

What reporting requirements will be required?

Workgroup Response

TxDOT will provide oversight and manage reporting requirements. A reporting
system will be established which will communicate to the MPOs the status of
funds in Categories 2 and 3.

Total Project Cost
a) No guidance is given to Districts about total project cost budget allocation. When
will that be available?
b) Is the total project cost required on all projects or only Categories 2 and 3?
c) Challenges #3 through #8 are incomplete. When will they be completed if it is
expected to implement this program in the fall of 20067

Workgroup Response

The total project cost program is not a budget allocation. Rather this is a means
to capture information in DCIS to enable the reporting of all costs associated with
a project. Initial implementation of this system will be for mobility projects in
Categories 2, 3, 4, and 12. This system is expected to be operational in May
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2007. The Regional training for this application began in November 2006 and
ended in February 2007. The program was activated on June 22, 2007.

The Lump Sum Distribution is expected to be implemented with the 2009 SMP.
It is expected that the workgroup will reconvene in Spring 2007, before the
TxDOT Administration and Commission review of this Recommendation Report.
The workgroup recognizes that other Department offices may need to participate
in the completion of those remaining challenges (e.g., the OGC may be needed
for the legal review) at the discretion of Administration.

PRELIMINARY ENGINEERING (PE)

Comment 16 — Austin District

What consultant selection processes will be followed? Will the MPQO’s be allowed to
change TxDOT ‘s process?

Workgroup Response

The MPOs will be responsible for project selection, priority, and allocating funds
and not responsible for consultant selection or management. Consultant
selection and management will continue to be TxDOT’s responsibility. Therefore,
the TxDOT consultant selection process will be followed.

Comment 17 — Waco District

Are Feasibility Studies considered part of Preliminary Engineering costs?

Workgroup Response
Yes.

Comment 18 — Waco District

PE costs clarification - if PE is done in-house by the MPO/City does it count against
their allocation for PE?

Workgroup Response

No, the use of MPO or city in-house staff to conduct PE will not count against the
MPO's allocation. The allocation represents an amount available for PE
consulting services, ROW or construction.




Comment 19 — Waco District

Need clarification that TxDOT will not reimburse cities for PE work if they [the cities]
have oversight.

Workagroup Response

TxDOT has and will retain the responsibility for oversight of PE consultant
services. MPOs and cities do not and will not have or share this oversight.
MPOs or cities would not be allowed to seek reimbursement for their PE
activities, unless allowed by the District to contract for those professional
services.

Comment 20 — Waco District

Can cities get reimbursed for professional services for PE expenditures?

Workgroup Response

The District will manage the expenditure of PE funds. If the city is allowed by the
District to contract for professional services, they will be eligible for
reimbursement for the expense of professional services contracted.

Comment 21 — Waco District

Do construction costs include construction inspection and testing costs when computing
the percentage of PE?

Workgroup Response
No-The PE percentage is applied to the estimated construction cost, which at this
time does not include construction engineering.

Construction costs are those contracted services required to complete
construction of a project. If construction inspection and testing is contracted, it
should be included as part of the project construction cost. TxDOT staff and
facilities used for construction are not included when determining project
construction costs.

The PE percentage was based on the rule-of-thumb documented in FHWA CA
Emergency Relief Guidance.
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PROJECT SELECTION

Comment 22 — Waco District

With the Commission making the MPQO's responsible for planning and budgeting ROW
and PE funds, the project selection process has the potential to regress to a political
environment rather than addressing the most needed mobility and safety

considerations. Up to now TxDOT was ultimately in control and could directly affect the
final decision making if necessary.

Workgroup Response

The Administration requested that TxDOT allow MPOs the opportunity to control
and be responsible for the planning and implementation of all phases of Category
2 and 3 of the UTP within their respective areas. This provides MPOs with one
lump sum allocation for their use in funding right-of-way acquisition, consultant
PE development, or actual construction. Cooperation in the required

transportation planning processes between the MPO and District is anticipated to
preclude political decisions.

Comment 23 — Austin District

Will the District receive the Category 2 and Category 3 money for projects outside the
MPO area?

Workgroup Response
Construction, PE, and ROW associated with Categories 2 or 3 are spent within
the metropolitan planning boundary. Districts will receive PE and ROW funds

associated with Category 4 construction for rural and statewide connectivity
projects.

Comment 24 — Austin District

Will the ROW and PE funds be available for use for off-system projects?

Workagroup Response
Current State policy stated in the 2007 Statewide Mobility Program (SMP)
restricts use of Category 2 and 3 funds to mobility and added capacity projects.
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| was ... under the impression that off-system projects could not be funded through
Category 3.

... In'looking through [the SMP portion of the UTP concerning the requirements for
Category 3] Exhibit A - Highway Funding Policy and Restrictions of the 2006 SMP, | do
not see anything indicating either on-system or off-system .... In fact the funding
formula utilizes Total VMT - on and off the state system. The inclusion of off-system in
the funding formula would suggest to me that off-system projects would be included.

In the portion showing the Summary of Categories, under the Brief Summary for
Category 3 - it states: ‘Mobility and added capacity projects on major state highway
system corridors which serve the mobility needs of the Urban Areas (Non-TMA) MPOSs.’
While that statement might be construed to indicate only on-system projects, there is no
statement indicating such in the policy portion - Exhibit A.

Workgroup Response

The description of restrictions in the Summary of Categories of the 2007 SMP is
current TXDOT policy. Current policy is that Category 2 and 3 funds are
restricted to mobility and added capacity projects. This policy is set at the
discretion of the Commission.

REVIEW FREQUENCY

Review ROW and PE ratios every four years to coincide with development of 4-year
TIP's.

Workgroup Response

The Commission or Administration will determine the review frequency that may
or may not require reconvening the workgroup. The workgroup recommends an
annual review, however, transportation improvement program (TIP) development
cycles were not discussed. A 4-year review period may be more practical given
the TIP development cycle prescribed in SAFETEA-LU.
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Comment 27 — Austin District

Given the significance of this change, we recommend a review every year until
concerns with the process are addressed.

Workagroup Response

The Commission or Administration will determine the review frequency that may
or may not require reconvening the workgroup. It is anticipated that project cost
data will be continuously accumulated and be prepared for later evaluation.

RIGHT-OF-WAY (ROW)

Comment 28 — Houston District

Estimating right of way and utility cost will vary vastly from city to city and area to area
within some cities. Specifically for the Houston District, our right of way acquisition and
utility adjustments of past trends have been significantly higher than 20% of
construction funds. Therefore, we strongly request a minimum of 20% to be considered
for the Houston District.

Workagroup Response

The workgroup considered regional differences in ROW costs, but elected to
recommend a statewide allocation rather than region-specific allocations. The
workgroup concluded that construction costs in major urbanized areas are higher
than construction costs in other areas; therefore the ROW percentage as a part
of construction will reflect higher total ROW funding available to major urbanized
areas. The District may supplement ROW expenditures through its own ROW
budget allocation.

Comment 29 — Waco District

In regard to ROW requirements (includes ROW acquisition, utilities, and relocation
assistance) and differing typical roadway sections which may be constructed within an
urbanized area that can differ significantly particularly in a medium size MPO that only
receives Category 3 funds. We propose the following ROW scenarios for your
consideration in the table below.
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ROW Percentage

Roadway Enhancement Description of Construction
Cost

Widen from 2-lane rural to 4- or more lanes divided urban

: : 25-30%
with ROW required.
Widen existing freeway within existing ROW with minimal 59
ROW/Utility required.
Widen existing freeway where additional ROW is required 10-15%
throughout the length of the project.
Construct interchange — freeway to freeway connection 30-40%
Construct interchange — freeway to non-freeway connection. 15%

Workgroup Response

The workgroup discussed ROW cost differences between urban and rural
project, and some project types. The workgroup, however, elected to choose
one ROW percentage statewide regardless of geographic location or type of
project design. The workgroup recommended that ROW cost records be kept for
a 2-5 year period and the ratios be reviewed every 5 years and adjusted as
needed.

ROW cost clarification - does this include consultant acquisition and appraisal work?

Workgroup Response
Yes.

Can cities get reimbursed for professional services for ROW expenditures?

Workgroup Response
The Districts will manage acquisition of ROW once a ROW project is selected by

the MPO. The District will choose the process under current policy by which the
acquisition is made.
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Do construction costs include construction inspection and testing costs when computing
the percentage of ROW?

Workgroup Response
No-The ROW percentage is applied to the estimated construction cost, which at
this time does not include construction engineering.

Construction costs are those contracted services required to complete
construction of a project. If construction inspection and testing is contracted, it
should be included as part of the total project construction cost. TxDOT staff and
facilities used for construction are not included when determining total project
construction costs.

Will the ROW allocations be restricted to transportation purposes or will green space
purchases be allowed?

Workgroup Response
Category 2 and 3 projects will continue to be developed under TxDOT policy. No
policy changes are anticipated in use of funds for ROW acquisition.

What control does TxDOT have to veto a ROW purchase, consultant selection activity
or construction project modification?

Workgroup Response

MPOs are providing selection, whereas TxDOT is executing that selection.
Therefore any ROW purchase, consultant selection or construction project
modification would be handled under current TXDOT policy and procedures.

A cooperative programming, scheduling, and construction program provides no
veto to any party within acceptable federal and state guidelines. Once a project
is selected (projects may include individual PE, ROW, or construction) by the
MPO (we are assuming in cooperation with the TxDOT District), the District may
perform the PE or choose a consultant to perform the PE. The District will then
manage the acquisition of ROW and related items and supervise construction of
the project when funds are available through the fiscally constrained plan of
allocated dollars.
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We concur with the 10 percent assumption of the construction costs serving as a basis
for determining consultant-based PE.

Workgroup Response
No response necessary

SCHEDULING

Relating to Challenge #3 — Scheduling each area’s use of the total allocation. Ensure
MPO's understand their responsibility to coordinate with Districts when scheduling their
lump sum allocation from TPP.

Workgroup Response

Coordination is inherent in the recommended process. Even though the MPO
will select the projects (including PE and ROW) TXDOT will continue to manage
both the PE preparation and the ROW negotiation. In some cases, TXDOT may
elect to perform the PE with their own staff. This coordination is the responsibility
of the MPOs and Districts to cooperatively develop the most effective program
and stay within targeted budgets.

When the lump sum amount is given to the MPO, will they be able to schedule the
projects as they become ready or will they be bound by the Groups/ Increments?

Workgroup Response

We are assuming that reference is made to the fact that currently three 5-year
periods of expected development have been planned for projects. The
workgroup did not officially address this issue. Conversation with the workgroup
did however indicate that the MPOs would select projects to use the allocated
dollars within a fiscally-constrained program. A review of project programming
would occur in order to consider corridor preservation (ROW) and consultant use.
The workgroup understood that these funds (including construction) were flexible
and not mutually exclusive, so that an MPO may direct them in any desired
proportion among PE, ROW acquisition and project construction.
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Comment 38 — Corpus Christi District

What is going to be the implementation schedule?

Workgroup Response
The Lump Sum Distribution is expected to be implemented with the 2009 SMP.

Comment 39 — Corpus Christi District

When will the Districts and MPOs be receiving education and guidance?

Workgroup Response
It is expected that regional training and guidance be provided to Districts and MPOs
prior to developing the 2009 SMP.
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14.What entities will be allowed to perform PE or PS&E work for a project other than
TxDOT staff or a consultant? (a) Would a city engineer be allowed to do the
work as long as it conforms to state standards? What if that engineer works for a
city where the MPO staff is housed? (b) If an MPO housed within a city is
allowed to use city engineers, can a stand-alone MPO use in-house engineers?
(c) All of these possibilities would, of course, allow an MPO to save that money
and reallocate it toward ROW or Construction costs.

15.Will the MPOs be expected to fund engineering services for national/statewide

mobility projects such as IH-69 partially or fully from the Category 3 funds or are
we only talking about projects that are “local” in nature?
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o Estimates of Project and Parcel Valuation—Alaska, Connecticut, Iowa,
Michigan, Virginia, Washington

e Management Information Systems—Idaho, Massachusetts, Oklahoma
¢ Estimation of Administrative Costs—Wisconsin.

e Corridor preservation or advanced purchasing is being undertaken in such
states as Jowa, Kansas, Michigan, Minnesota, and Washington.

e Other interesting approaches underway in the states include new public
information efforts (Alaska—open houses for affected landowners;
Oklahoma—advance contact) and leasing, which is underway in numerous
states.

The complete set of survey responses is included in Appendix B.

3.2 Synthesis of Texas Districts’ Survey Results

3.2.1 Introduction

A survey of Texas Department of Transportation (TxDOT) districts was also conducted through
an email survey instrument sent to districts in February and March 2003. :
All but seven of the TxDOT district offices provided information about:

(1) Current procedures used in the district to forecast ROW costs for projects;

(2) The types of parcels and other issues, which present the most difficulty in preparing

estimates;

(3) What changes and improvements, if any, should be made to the current procedures?

(4) What new or, additional information would aid staff's work in estimating costs; and

(5) Other aspects about the estimation process.

The seven non-responsive districts were mostly rural: Pharr, Paris, Childress, with a sprinkling of
medium-sized regions: San Angelo, Wichita Falls, Laredo. El Paso was the only metro district
not to respond. Because all but one metro, most urban, and many rural districts provided data, the
information should cover the major problems throughout the state. The email survey instrument
can be viewed in Appendix D, complete responses to each question can be found in Appendix E,
and respondents’ contact information is contained in Appendix F.

3.2.2 General Findings

The findings of this survey are as follows:
e Issues and concerns vary greatly by the type and size of district (metro-urban-rural).
e Many of the difficult parcels or problems in estimating ROW costs are either present or
absent in any one district. For example, utility relocation was identified by a number of
districts as presenting major problems, while in other districts, it was never mentioned.
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The major metro areas share some similarity in problems but also exhibit diversity.
Dallas does not have problems with the same types of parcels as Houston, and no area
seems to have Houston’s problems with condemnation attorneys. Austin and San Antonio
appear not to have similar problems.

Accuracy of estimates are deemed to be primarily a result of many factors: the amount
and quality of information available, need for quick turnaround of an estimate, complex
parcels, commercial establishments, parking for businesses, as well as many unknown
and uncontrollable items. (For example, the rate of condemnation, legal damages, and
current state statutes relating to obtaining clear titles are issues.) For most districts, the
problems are primarily technical in nature; yet for Houston, the biggest issues are thought
to be political and legal.

Because of the uncontrollable factors, complexity of some parcels, and unpredictability
of legal proceedings, many ROW administrators do not believe significant improvements
in cost estimates can be achieved through a more systematic approach or quantitative
model. Several district administrators, however, do believe greater quantification would
improve estimates, and they suggested characteristics of a reliable and useful estimation
technique.

Most ROW administrators are unaware of any potential improvements in estimation from
other states, and only a handful suggested anyone who might be contacted for further
information.

A number of ROW administrators would like to regularly discuss possible solutions and
approaches in parcel cost estimation with other ROW administrators.

Detailed survey results are included in Appendix E.
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Appendix E: Detailed Findings of Survey from Texas Districts’ ROW Administrators

I. Current Procedures In Your District
1. Budget Estimates—

How do you prepare budget estimates for future ROW projects?

What are the procedures used?

Are they informal “guess estimates” or is there a fairly precise methodology used?

Are the estimates made primarily on individual parcels (micro) or on the entire project or
major sections of a project (macro)?

Please be specific and if it applies to your district, please describe the procedures for the
schematic stage, multiple alignment stage, preferred alignment stage, and when your district has
the final ROW maps.

While there is great variation in how the districts describe their estimation procedures, and
several districts do not believe there is much consistency across the districts, there may be
more comparability than thought. All districts proceed from a general or macro approach in
the early stages to a more refined micro (parcel by parcel) procedure as ROW choices are
.made. Much variation across the districts probably is due to differences in project sizes, the
stage at which projects are first estimated, and information availability. There does appear to
be differences across districts on parcel types, project Yypes, condemnation rates, and a host of
other factors. However, it seems that a parcel involving strip shopping center parking would
be estimated similarly (procedure, not the value) in most metro areas. Likewise, partial takings
of rural farmland would be estimated similarly.
The procedures used by four, districts are provided below. T hey show both the diversity and the
similarity in general approaches.

The first comes from one of the major metro districts (Dallas).
“The estimation process is viewed in successive, distinct stages.

a. Schematic stage—This is a very general regional estimate at the earliest stages of
a potential project. At this point they usually only have a centerline and a 300
foot corridor to go on. ROW develops an estimate, based on the area and type of
project (rural, metro, widening-new etc.), using a “cost per mile” calculation.
Successive estimates become much more refined for the following stages.

b. Multiple alignments—usually 3-4 although sometimes as high as 5.

¢. Preferred Alignment

d. ROW Maps—parcel by parcel.

93



Once estimates, however rough, are developed at stages b, c, or d, a district may add a
certain contingency percentage for expected damages, unknowns, past experiences,
and other contingencies.”

The second example comes from an urban area district (Waco).

“The procedures are very similar to other district offices. In a nutshell, if they
(ROW staff) have a ROW map, they estimate how many square feet of property will
be needed, multiply that by a price per square foot for the different types of parcels,
and then add the parcel amounts for an aggregate number. If they have only
schematics, they look at each property and develop a very gross estimate.”

The third comes from a mostly rural district (Brownwood).

“Visually inspect project

Calculate land area

Categorize property types

Discuss land values by category with local appraisers and realtors
Value improvements

Estimate damages to any remainders (fencing etc.)

Calculate utility adjustments

Estimate relocation cost

Estimate closing cost

A fairly precise methodology is utilized. Estimates are normally made on a per-
parcel basis. Each parcel is visually inspected and an estimate is applied to known
cost of similar land and improvements along with other known cost of acquiring
real property.”

.

And the fourth example éo(nes Srom a small urban area district (T, yler).

“If the estimate is just for programming and a best guess is needed quickly-- We
talk to the project manager and may drive the project. We also contact local real
estate agents and call utility companies to get a rough estimate. We may only have a
county map with the limits shown and maybe need estimates for taking ROW off
one or both sides.

If we need a more detailed estimate, we use whatever information we have available
at the time. We use approved schematics, preferred alignment or approved row
map. Drive the project and look at each parcel for damages to the remainder,
improvements in the taking, utility lines on public and private row.”

2. Accuracy of Estimates—

How well has your district done in terms of accuracy?
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When the estimate is “off”, is it generally low or high?
(Please quantify in percentages your past accuracy.)

Why?

On the general question (how well has your district done), the responses were Jairly evenly

divided between positive and neutral, with almost no one saying they were doing a poor job. At
least one-third of the districts said they have never looked at the accuracy of their estimates.

In looking at the districts that provided a numerical estimate of their accuracy, the most
common range was 15%-30% off. Twenty-five percent was cited by a number of districts and
might serve as the point estimate.

Of those who provided a response, the majority of districts, probably two-thirds, said their
estimates were too low, compared to the eventual ROW costs. Some districts cited specific
reasons for the differences (e.g. rate of condemnation proceedings, the likelihood of an
unpredictable judgment for damages and so Jorth). Some districts said estimates are really
nothing more than “guess-estimates”, and others did not cite any reasons.

Several districts are now regularly adding contingency percentages on top of their best
estimates. One district is adding 20% for its rural parcels and 33% for its urban parcels. Other
districts are in the 30%-40% range. One said it has gone as high as 50%. '

Ine irie.t‘r:é: di;'trict stated that even adding a “fudge Jactor” was less than adequate because
they see considerable variation by project within the district. The estimates depend to some
extent on characteristics of the projects themselves (widening from 2 lanes to 4, widening from
2 lanes to 6, as opposed to new alignments etc.). The estimates also depend to some extent on
each project’s condemnation rates (as high as 40-50% on some projects), donations (on one
recent project, more than 60% of parcels were donated), close-by-deed rates (proportion
accepting TxDOT’s offer), and jury awards. Another metro district believes a good measure of
how well they are estimating is the proportion of trials that terminate early. In their view,
when more owners decide after a day or two that they will not receive large awards, that
vindicates the accuracy of their original parcel estimate.

3. What types of parcels, if any, are the most difficult to estimate without using outside
appraisers?

* Parking for commercial properties (strip shopping, stand alone retail, office buildings, and
display (auto lots) businesses) all were mentioned, Depletion of strip shopping parking can
mean the property is limited in its choice of possible tenants and also that its income
potential and long-term value is diminished.

* Billboards—Dallas and Houston, although for different reasons

o Utilities in rural areas—availability of information, timeliness of information,
discrepancies between expected and actual locations;

* Utilities in metro areas (problem is obtaining information on “what is where” although
once they have that information, the estimation process is straightforward)
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* Chain and franchise stores because of parking considerations and expertise of property
owners in negotiating with departments of transportation on ROW;

o Contaminated parcels—-Houston

¢ Industrial parcels—A higher proportion go to condemnation;

e Churches—Parking is very important and they rarely accept TxDOT’s offer;

* Mixed-use parcels—More complex than single-use parcels and more difficult to find
comparable properties;

e Largeirrigation systems—Several rural districts

e Obtaining information on commercial properties was cited as a problem for most metro
districts.

4. What is the timing of the estimation/appraisal link—are estimates needed months (years?) in
advance of any appraisal data?

The typical timeframe for large projects was estimated to be three years, with some
stretching out to five and seven years. Small projects usually required less than a year, and
sometimes only six months.

One district noted the irony of the tradeoff between amount of information and available
time. For TxDOT estimation purposes, the district usually has sufficient time to prepare
estimates but not much information, whereas in providing estimates to local government
officials, the district generally has sufficient information but not much time.

The ROW administrator of one metro district argued that it is very difficult to forecast
property values several years into the future. Not only is it difficult to forecast the national
and state economic conditions and how property values in the aggregate will change over
that period of time, but théir estimates also must take into account projections about values
for different areas and different classes of property within the metro region, and then
incorporate the specific factors for each parcel.

5. How common are “partial takings” and “uneconomic remainders?”

85%-95% are partial takings. Uneconomic remainders are either non-existent (rural districts)
or a maximum of 5% in several districts. Perhaps half of the districts with uneconomic
remainders expressed displeasure about the cumbersome nature of current TxDOT procedures
on uneconomic remainders.

Do they differ by project/corridor type (e.g., upgrades vs. expansions vs. new-location
freeways)?

Generally, partial takings are associated with upgrades and expansions vs. new locations.
Partial takings are more common in rural than in metro and urban districts. Whole takings
are most common with city parcels, especially when new locations are involved. Uneconomic
remainders are equally common on upgrades and new locations.
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In terms of expense, partial takings are more expensive on upgrades and expansions than on
new locations. When uneconomic remainders occur with new locations, at least one district
tries to acquire entire parcels rather than deal with denial of access, bisected properties, and
control of access problems.

6. In your district, do the planned alignments consider ROW costs to the extent they should (e.g.,
via access issues, creation of uneconomic remainders, generation of lawsuits)?

Most districts said yes, although several expressly indicated more could be done. A number of
districts indicated coordination between the design and ROW staffs had improved noticeably
JSrom the past. In the past, ROW staffs were sometimes not consulted about possible costs until
late in the process. Now many of the districts appear to view ROW staffs as part of the
decision-making process and their advice is used in determining if small alignment changes
could affect cost significantly. No district mentioned, however, any rules of thumb about when
an alignment would be changed based on a cost-tradeoff.

7. Are you satisfied with current budget estimation procedures? If not, why not?

The majority of districts said yes. If there was a pattern, it seemed that the rural districts are
more satisfied. Others said the process is as accurate as it can be because of the nature of the
process (lead time involved, uncertainty of alignment, lack of information, unpredictability of
condemnation awards, unforeseen utility costs, uniqueness of each project and set of parcels,
and so forth) precludes much improvement. However, a number of districts identified
potential improvements from a database or more systematic information. (See below the
section on Specific Comments on Databases and Models, on page 11.)

8. Do you use the ROWIS information database in performing estimates or is it helpful in any
way during the estimatiori Process?

Most districts do not consider ROWIS to be useful, several indicated ROWIS was a negative in
Jact, and ROWIS is being used in estimates only by a couple districts. There, it did not seem to
have a central role. Comments about ROWIS ranged from its non-historical data, to non-
comparability across regions, and its lack of utility information, which two districts indicated
comprised up to 50% of ROW costs for them.

Several districts also noted they use current market data Sfrom appraiser files or the local tax
district, rather than ROWIS data, to produce estimates. One district said ROWIS is not at all
beneficial in generating estimates or in calculating values for parcels because (a) there is no
narrative on the parcels, (b) no information about curative measures, and (3) nothing which
would provide an appraiser with information about why a parcel may or may not be unique.
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I1. Ideal Procedures and Improved Process

9. What would be the ideal, practical estimation procedure for you at the district-level?

10. What are the biggest impediments, if any, to developing this ideal estimation procedure, or at
least an improvement over what is done now?

11. Are there any promising or innovative procedures you’ve heard about or are working with to
improve the current estimation process?

12. What, if anything, could be done now and at minimal cost to improve the process or
procedure in your district?

Few districts thought anything could be done. As noted in the answer for item 7 above, the
majority of districts believe the current estimation process is satisfactory. Several districts said
more information and more staff would improve valuation and budget estimates. Others said
the existing framework and its constraints prevented improvement. Suggestions were mostly
items such as obtaining ROW requirements and good maps earlier. For some rural districts,
and at least one urban district, in particular, utility costs are & problem. Usually the problem
relates to either obtaining information in a timely fashion about the location of utilities or to
discrepancies between what utilities are expected and what are actually found on site. Another
district suggested advanced surveying would help them determine if there were likely to be any
major impacts on-a parcel. (Staking the ROW alignment.) This district also suggested greater
utilization of “distance finders” which would enable TxDOT personnel to gauge more
accurately where they are located and how much ROW they would be taking from a parcel. At
the estimate stage, they are unable to “walk the land.*

Other impediments: seeuring information from tax appraisal districts which had provided
information in the past without a charge but which now requires a fee; obtaining information
about commercial sales; and finding sufficient staff time to prepare detailed estimates as most
of their staff’s time needs to be devoted to reviewing appraisals (because of the limited staff
time, one district recently hired for the first time an appraiser to develop an estimate.)
Obtaining information on commercial properties was cited by most of the metro districts as
being a problem. None has a solution, however.

One district suggested a Louisiana procedure “Quick Take” as being worthy of further
consideration by TxDOT. The Texas Turnpike Authority has the authority for a “quick take”
procedure, although it has yet to be used.

13. Are the district engineers/planners finding ways to proactively save land, time, or money?
(Examples might be by purchasing ecasements for impacted parcel Owners through their
neighbors' parcels, by building back roads, by warning developers and builders many years in
advance of later corridor needs, and so forth.)
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If that is occurring, please identify what has been the most successful

This produced a wide range of specific responses, mostly from metro and urban districts. The
predominant answer was that their district was involved with one or more of the examples or
had considered them but found they did not apply. (Note that this question was not asked of all
districts.) One of the metro districts provided a lengthy response on this, which is included
beginning on page 14.

Another metro district no longer provides information to developers and builders about longer
term ROW corridor needs as the district is convinced it has worked against, rather than
benefited, TxDOT interests. The district ROW director provided examples of how information

was used by property owners and condemnation attorneys to increase their eventual revenues
Sfrom TxDOT.

II1. People

14. Who at the local level do you deal with mostly on ROW issues—county, city, metro—and
what kinds of questions do they ask you regarding ROW cost estimates?

For the most part, city and county officials ask TxDOT districts what their contributions will
need to be and when they will need to budget for them, rather than questioning the amount of
the estimates or the methods used to generate the estimates. Several districts said they
knowingly estimate high so that the local officials are not caught off guard, but several others
noted that high estimates had caused problems when local officials reserved more Sunds than
needed or when local officials had trouble meeting the requirements. Another noted that
because his estimates are not based on a strong methodology, he believes the local officials are
relying on him because of personal trust more than anything else.

Are there any individuals,ilocally, anywhere in Texas, or elsewhere) whom we should contact
regarding the estimation of ROW costs?

If so, please list their name, their phone number, why we should call them, and if we should, or
should not, mention your referral.

No one suggested anyone outside of Texas. Several districts named other district personnel.
Others suggested were condemnation attorneys, individuals who previously worked Sor
IxDOT, private appraisers, and acquisition consultant companies.

15. Is there anything else you wish to mention about any aspect of this topic?

One district provided considerable information about problems with parcels where there are
title difficulties: lack of wills, liens, bankruptcies, divorces, and so forth. Several districts noted
that changing some administrative procedures (settlement authority, business reestablishment
limitation) would speed up certain types of smaller acquisitions. Several districts also noted
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that they would like more frequent sharing among the districts of promising techniques and
how others have addressed certain issues. One of the major metro districts provided unique
information on condemnation attorneys and the myriad legal, political, and Jjudicial
constraints within which TxDOT ROW operates. This district believes the technical aspects of
estimation can be handled adequately but that the non-technical (political, legal, and judicial)
issues, which affect ROW estimates and costs, are mostly beyond the scope of districts.

Our project team will be starting to generate a data set which details specifics of parcels, date
when they were acquired, corridor details, condemnation issues, and other relevant information
for which we can control statistically and/or describe more qualitatively. The ROWIS database
will be the first source but if necessary, can a member of our project team (Jared Heiner, email:
jheiner@mail.utexas.edu ) contact you regarding data from your district?

Every district responding to this, which was most districts, was willing to provide data.
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Specific Comments on Databases and Models

(Unless otherwise noted, these are verbatim comments from the districts, with minor editorial
changes.)

Brownwood

A comprehensive database relating to cost would be helpful, especially in the area of consultants
and utility adjustments.

A comprehensive database of right of way costs from around the State (would improve the
process).

Bryan
A systematic approach to estimating the costs would be helpful. If the program were offered
with a spreadsheet type of analysis this would help compare differing alternatives.

Obviously a model that used a set of variables that anyone could plug into and produce a ROW
estimate would be ideal. In this model you could have multiple variables found throughout the
general area you are acquiring. It would be nice to have the ability to assign low, moderate, or
high values for tracts of land with the necessary attributes giving them this value.

Corpus Christi

An improvement would be to have all the details about the proposed acquisition as early as
possible. The ideal would be to plug the specifics such as size, type of property, location, etc., in
a database to get an estimate. (This would be the ideal, practical estimation procedure at the
district-level.)

We have recently discussed developing a crude table of rural and urban land values by county for

use in the early stages of alignment planning. The table, while it may not improve the accuracy,

could be used to simplify the process, and could be used by designers not familiar with land
.

values. N

Utility adjustments and, often, residential and business relocation costs, can comprise a
significant portion of right of way acquisition costs. In this area, utility adjustments often exceed
the cost of the land on a project. These costs can be difficult to estimate, because often we do not
know the extent of the necessary adjustments. We try to estimate these costs based on our prior
experience. It would be helpful if there were some statistical data compiled on these as well.

Lubbock

Are there any promising or innovative procedures you've heard about or are working with to
improve the current estimation process?

Use of statewide averages of relocation assistance cost, cost estimate services on the Internet for
improvement estimations- Marshall & Swift, http://www.CMDFirstSource.com/index.asp
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Tyler .
Do more SUE work on projects and have a common database to access actual costs for utilities

on current projects (would improve the current estimation process).

Yoakum
Are there any promising or innovative procedures you've heard about or are working with to
improve the current estimation process?

The Yoakum District uses an Access database to aggregate the estimates. This allows flexibility
in answering budget questions.

Amarillo
Are there any promising or innovative procedures you ‘ve heard about or are working with to
improve the current process?

What would be nice is a vast database of regionally-based data which could be drawn upon by
administrators and their staffs. The existing databases focus on property information which
doesn’t help ROW administrators that much (replacement cost guide for buildings) or they are
very laborious and cumbersome to use, such as appraisal district information. A “good database”
should contain detailed regional data so that an estimator in Amarillo can find that a three-phase
power line of 10 miles should cost such and such, i.e. the data elements should be priced in unit
costs appropriate for them. Other types of utility infrastructure data elements should be included
also. L

Databases that might be utilized for the new database: Marshall and Swift (replacement cost of
buildings) and the Handy-Whitman Index of Public Construction Costs.

Waco L

Researcher note: This district is at the very beginning stages of creating an access database for
parcels, but they have nothing\'to share currently, as it is in the preliminary design stage.

Austin

Researcher note: The process is about as good as it can be right now. District ROW staff believe
(1) every parcel is unique; (2) every situation is unique; (3) regional variations would be too
significant to use a database; and (4) staff experience is the primary determinant of estimation
accuracy. However, some type of quantitative model might be useful if staff experience could be
incorporated into it or if the database could be used to “add experience” for their young, less
experienced employees. (They have 18 ROW staff currently, down from 30 several years ago
because of a declining workload.)

Abilene

Researcher note: District ROW administrator is interested in some type of model or computer
program that would be more standard across districts, have more credibility, and generate more
accurate estimates than current techniques.
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Beaumont
Researcher note: District ROW administrator needs something to reduce the time his staff spends
on the 4-5 optional alignments, which never get built on each project. In his view, if a software

package could be developed or is already available which would speed up the estimation process
without proving too costly, it would be worthwhile.

Dallas
The Dallas district has some type of database of parcels.

Because of a retirement, the district is looking at the option of having estimates performed by an

outside consultant. One of them has a database which he says can verify estimates, based on
work that he performed in Austin.

Incidentally, the Dallas district does not use much appraisal district information as they have
found it “pretty useless.” Valuations used to be too low compared to actual sales, and now they
believe appraisal district valuations are too high, compared to market prices. So they use sales

information instead, commercial brokers whenever possible, and also the Roddy Report in their
estimation work.
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Comments by San Antonio District on Proactive Approaches
(Juan Zaragosa, San Antonio ROW administrator, emails from February 6-7, 2003.)

13. Are the district engineers/planners finding ways to proactively save land, time, or money?
(Examples might be by purchasing easements for impacted parcel owners through their
neighbors' parcels, by building back roads, by warning developers and builders many years in
advance of later corridor needs, and so forth.)

The SAT District does a good job usually through the Project Development Process and strives
to be proactive. Need to involve the ROW Personnel early in the initial phases of all project
development to better utilize the ROW acquisition and appraisal expertise.

The SAT district is doing all of these (Advanced Acquisitions, donations, land exchanges, plat
dedications, etc.) and using several combinations of each. If ROW personnel are involved in
the early planning process, they may be able to identify problem parcels that will require
special handling. In early or advanced acquisitions, it is possible to sequence acquisition work
to deal with difficult parcels. This may be due to the complexity of the property or the
ownership and previous acquisition history. In a Metro District, most acquisition are repeat
business or old transactions handled correctly reap some good and/or bad returns. The ROW
staff is in the unique position of having access to this information, if it exists to share with
project designers or planners. Parcel donations can also be identified or handled in the early
project development phase of planning a project. There are times that a landowner does not
wish to sell but they may have some plan that will work with an exchange of property between
them and TXDOT. This can also be handled by ROW staff after the parcel needs are
developed, the exchange agreement may be an option to allow TXDOT to acquire and the
landowner to also acquire some piece of ROW for his use of the remainder property to reach
his highest and best use of the site. Because of a past transaction or repeat business, some
property owners are willing to donate a tract early into the project and continue there
development rather than wait for the project to develop through the planning and then the
acquisition process. An aynouncement that a project will occur can really impact or label a
property with a negative image. Ex: TXDOT will destroy the interim development of the tract
with its future highway expansion. The payment of acquisition costs and damages does not
always compensate a property and/or a new business for the disruption during the life of a
project (from initial survey work to final completion of the highway improvements.)
Temporary Construction Easements are usually not very effective or useful. They also
impacted a property for the life of a project and may result in the same business loss of a
partial or full taking and without the benefit of Relocation Assistance Program for displaced
owners. If project needs are identified early and a property is to be platted through the Local
Public Agency, dedications through the plat process do occur, especially if the required future
ROW will be a minor amount of property, the developer will plat the required future ROW
need. The voluntary setback by a developer in a proposed development of land needed for a
future ROW project is also very helpful in the acquisition phase of a ROW project. It will
minimize damages to the remainder property and avoid the cost of purchasing improvements
along the required ROW. For the developer, there is the benefit of full disclosure that a
project is forthcoming also along the corridor at a later date and some assurance that the
highway project will not be destroy the planned use of a property being offered for sale. The
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required need for more full disclosure in the real estate market make it helpful for the TXDOT
to provide the ROW needs early to the community being impacted by a project. Being able to
confirm a sale through a friendly land title company is a tremendous asset to have in any
project development and the estimating of ROW costs becomes more accurate based on actual
sales in the area of planned projects. This really helps the estimating of planned project costs.
Advanced acquisitions and land exchanges are the best tools available once the property
owner concedes that a project will occur in the future. A good recent example is the future
Kelly Parkway Corridor. People along the proposed corridor are now ready to sell or deal with

us. We will need to wait for planning to be complete and funding to allocate before we can
proceed to purchasing parcels.
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I Appendix F: Contact Information of Texas Districts’ Respondents

Fort Worth

Bill Wimberley, P. E.
bwimber{@dot.state.tx.us
Phone: (817) 370-6550
Fax: (817) 370-6557

Beaumont

Lynwood Walters
Iwalter@@dot.state.tx.us
Phone: (409) 898-5701
Fax: (409) 896-0265

Abilene

Tommy Jones
tiones(@dot.state.tx.us
Phone: (325) 676-6830
Fax: (325) 676-6902

Christopher Medley (Ft. Worth appraiser)

Amarillo

Larry Black
Iblack1(@dot.state.tx.us
Phone: (806) 356-3380

Fax: (806) 356-3263 S

Austin A
Bob Harwood
rharwoo{wdot.state.tx.us

Phone: (512) 832-7219

Fax: (512) 832-7248

Dallas

Travis Henderson
thenderidot.state.tx.us
Phone: (214) 320-6264
Fax: (214) 320-6605

Houston

Frances Willison
fwillistadot.state.tx.us
Phone: (713) 802-5681
Fax: (713) 802-5700
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Lufkin

Steve Evans
jevans(@dot.state.tx.us
Phone: (936) 633-4324
Fax: (936) 633-4374

Atlanta

Dan Weathersby
dweath(@dot.state.tx.us
Phone: (903) 799-1320
Fax: (903) 799-1229

Yoakum

Bob Clark
fclark(@dot.state.tx.us
Phone: (361) 293-4342
Fax: (361) 293-4336

Odessa

Gary Law

glaw(@dot state.tx.us
Phone: (915) 498-4712
Fax: (915) 498-4760

Bryan

Samuel Wilson
swilson{@dot.state.tx.us
Phone: (979) 778-9721 .-
Fax: (979) 778-9705

.t
N

Brownwood

Charles Tyner

crust{@dot.state.tx.us

Phone: (325) 643-0451
Fax: (325) 643-0306

Tyler

Dwayne Tyner
dtyner@dot.state.tx.us
Phone: (903) 510-9137
Fax: (903) 510-9122

Corpus Christi

Ron Stuckey

rstuck 1 @dot.state.tx.us
Phone: (361) 808-2272
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San Antonio
g Juan Zaragosa
jzarago(@dot.state.tx.us
Phone: (210) 615-5910

Waco

Paul Spear
pspeari@dot.state.tx.us
Phone: (254) 867-2750
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Lump Sum Distribution Workshop
Research Review Results

May 24, 2006

Right of Way Domestic Scan, Austin, TX
http://www.fhwa.dot.gov/realestate/scans/ausfreport.htm

State Highway 45 and Loop 1 project
State Highway 130 Segment 1-4
Cost $1.034B
ROW excess of $130M (130M/1.034B = 12.57%)
Total project cost $2.78B

Marsha Sharp Freeway Project — Lubbock’s East/\West Access
http://www.dot.state.tx.us/LBB/projects/qg&a.htm

Phase Cost

I $46.5M
I $103M
Il $53.6M
v $60M

TOTAL $263.1M

354 parcels acquired along 13-mile freeway route and 62 railroad parcels at a cost to date about
$160M.

(160/263.1 = 60.84% $160M/13 mi = $12M/mi)

Williams, K.M, H. Zhou, and L. Hagen. Assessing the Costs and Benefits of Strategic
Acquisition of Limited Access Right-of-Way at Freeway Interchange Areas. November 2004.

“In Florida, the cost of right-of-way has continued to escalate and right-of-way costs now exceed
construction costs in many areas.” . . . “The combination of high growth and encouragement to
litigate has the Florida Turnpike Enterprise anticipating that almost 75 percent of right-of-way
cases will file for litigation (15). The high cost of litigation combined with the 12 person jury for
eminent domain cases, as contributed to high awards.”

15. Florida’s Turnpike Enterprise Appraisal Guideline #1 — Cost Estimate, Florida Department of
Transportation, July 2002.



Kyte, C.A., M.A. Perfater, S. Haynes, and H.W. Lee. Developing and Validating a Highway
Construction Project Cost Estimation Tool. Report VTRC 05-R1. December 2004.

“...researchers concluded that cost forecasts tend to underestimate final costs 9 of 10 times.”
“...researchers...found that actual road projects are typically 20 percent higher than forecast.”
All things being equal, smaller projects have a slightly higher per mile costs than typical ones
because of certain fixed costs. Cost adjustment factor of +20 percent for projects less than 0.5
mile in length, cost adjustment factor of +10 percent for projects between 0.5 and 1.0 mile in
length, no adjustment for projects over 1.0 mile in length.

Use of annual compounded inflation rate of a flat 3% according to VDOT’s Financial Planning
Division and will likely be adjusted to reflect prevailing market conditions.

“Analysis of project data demonstrated that PE costs ranged from about 8 percent of construction
costs on very expensive projects to about 20 percent on very small ones. Bridge PE costs were
similar but ranged from about 2 to about 40 percent.”

“...consultant PE costs...tend to be higher than in-house costs...”

Analysis of 136 projects completed across Virginia between January 2001 through August 2002
“...showed that PE costs do vary inversely with the size of the project.”

“To attempt to account for consultant PE costs...[a] 50 percent factor is then applied to that
percentage to raise the costs over in-house PE work. This 50 percent factor came from VDOT’s
Management Services Division’s earlier study of the costs of design consultants.” The 50
percent mark-up was verified after a review of 29 consultant designed projects and 107 in-house
designed projects.

J.D. Heiner and K.M. Kockelman. “The Costs of Right of Way Acquisition: Methods and
Models for Estimation,” presented at Transportation Research Board Annual Meeting,
January 2004.

The federal government spent an average $36,400 per parcel in fiscal year 1999.
“Accurate ROW cost estimation can be key to project budgeting and completion.”

Challenges Texas ROW administrators face are: (1) early estimates based on limited
information, (2) limited time to prepare estimates, (3) estimates are prepared several years in
advance “...during which time significant inflation and speculation can occur, resulting in
property and damage appreciation.” Urban and rural administrators reported the typical time
interval is 3 years, but may stretch to 7 years.

There are uncertainties associated with damages and court costs. The value of damages is
difficult to predict becoming a source of substantial error. “Condemnation awards can add



significantly to the total cost of acquisition; ROW cost estimators in metropolitan areas routinely
add from 25 to 40 percent to the projected base cost of acquisition, in anticipation of these
costs.”

“Access costs ranged from $0 to $2490 per linear foot of frontage, with an average value of $511
per linear foot.”

“...commercial properties increase the total taking cost by $24,000 per acre, compared to other
land uses.”

Utility relocations “...can run very high, and may even exceed property acquisition costs.” 1-10
in Houston utility costs exceed $200 million representing a unit cost of $10 million per mile for
the 20-mile project length, or 30% of the ROW budget.

Land values for US 183 in Austin were “...estimated to fall $52,000 per acre one-half mile from

the facility, compared to lots that fronted the new facility. Corner lots at signalized intersections

were valued $55,000 higher per acre, and their built improvements $4.61 higher per square foot.”
Location and access are strong indicators of property value.

Land use types are significant, with retail uses having the strongest effect on total taking cost.



