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In the opinion of McCall, Parkhurst & Horton L.L.P., Bond Counsel to the Commission, interest on the Series 2019A Bonds (defined 
herein) will be excludable from gross income for federal income tax purposes under statutes, regulations, court decisions, and published 
rulings existing on the date thereof subject to the matters described under “TAX MATTERS” herein. The Series 2019B Bonds (defined herein) 
are not obligations described in Section 103(a) of the Code. See “TAX MATTERS.”
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The Texas Transportation Commission (the “Commission”), the governing body of the Texas Department of Transportation (the 
“Department” or “TxDOT”), is issuing its State Highway 249 System First Tier Toll Revenue Bonds, consisting of the Commission’s First Tier 
Toll Revenue Bonds, Series 2019A (the “Series 2019A Bonds”) and the Commission’s First Tier Toll Revenue Bonds, Taxable Series 2019B (the 
“Series 2019B Bonds”, and together with the Series 2019A Bonds, the “Bonds”).  The Commission is issuing the Bonds pursuant to the Master Trust 
Agreement, dated as of February 1, 2019 (the “Master Trust Agreement”), and the First Supplemental Agreement, dated as of February 1, 2019 (the 
“First Supplemental Agreement” and, together with the Master Trust Agreement, the (“Trust Agreement”), each by and between the Commission 
and U.S. Bank National Association, as trustee and paying agent (the “Trustee”).  Capitalized terms used herein and not otherwise defined shall 
have the meaning assigned thereto in “APPENDIX C — DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE MASTER TRUST 
AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT — Definitions.”

The Bonds are payable solely from Revenues, including Toll revenues, of the SH 249 System and funds held under the Trust Agreement, and 
are payable prior to the payment of Operating and Maintenance Expenses.  The Bonds, together with any Additional First Tier Obligations, will 
constitute special, limited obligations of the Commission secured by and payable solely from a first lien on, pledge of, and security interest in 
the Trust Estate described herein. See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS.”  The Commission has agreed, subject to 
appropriation of funds by the Legislature of the State (the “State Legislature”) while the Bonds remain outstanding, to pay certain Operating and 
Maintenance Expenses of the SH 249 System to the extent of any deficiency in Revenue available to pay such costs after payment of debt service 
on the Bonds and funding certain reserves.  See “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION.”

Interest on the Bonds will accrue or accrete, as applicable, from their Date of Delivery and will be payable, or compounded semiannually, 
as applicable, on February 1 and August 1 of each year, commencing August 1, 2019, until maturity or prior redemption.  The Bonds are initially 
issuable only to Cede & Co., the nominee of The Depository Trust Company, New York, New York (“DTC”), pursuant to the Book-Entry-Only 
System described herein.  Beneficial ownership of the Bonds may be acquired in principal denominations of $5,000, or any integral multiple 
thereof.  Debt service payments on the Bonds will be payable by the Trustee to DTC, which will make distribution of the amounts so paid to DTC 
Participants for subsequent payments to the beneficial owners thereof.  See “GENERAL INFORMATION REGARDING THE BONDS — Book-
Entry-Only System” herein.

MATURITIES, INTEREST RATES, INITIAL YIELDS AND ADDITIONAL INFORMATION
REGARDING THE BONDS ON PAGES IV AND V

A portion of the proceeds of the Series 2019A Bonds, together with other funding sources described herein, will be used to fund the Cost of 
the design and construction of Segment 1 of the northerly extension of the existing State Highway 249 (“SH 249”), as more particularly described 
herein and in the Engineering Report included as APPENDIX D hereto.  Segment 1 of SH 249 is planned as an approximately 15-mile tolled highway 
segment to be located between FM 1774 in Pinehurst, Texas (Montgomery County) and FM 1774 near Todd Mission, Texas (Grimes County). 
See “SEGMENT 1.”  A portion of the proceeds of the Series 2019A Bonds will also be used to provide funds for (i) funding the Series 2019A First 
Tier Reserve Account, (ii) capitalized interest on the Series 2019A Bonds in an amount permitted by law and (iii) paying a portion of the costs of 
issuance of the Series 2019A Bonds, all as more fully described herein.  The proceeds of the Series 2019B Bonds will be used to provide funds for 
(i) funding a $10,000,000 deposit into the Rate Stabilization Fund, (ii) funding the Series 2019B First Tier Reserve Account, (iii) capitalized interest 
on the Series 2019B Bonds in an amount permitted by law and (iv) paying a portion of the costs of issuance of the Series 2019B Bonds, all as more 
fully described herein.  See “PLAN OF FINANCE,” and “ESTIMATED SOURCES AND USES OF FUNDS.”

This cover page contains information for quick reference only.  It is not a summary of the Bonds.  Potential investors must read the entire 
Official Statement to obtain information essential to making an informed investment decision.  Investment in the Bonds is subject to certain 
investment considerations.  See “RISK FACTORS” herein.

NONE OF THE STATE OF TEXAS, THE COMMISSION, THE DEPARTMENT, OR ANY OTHER AGENCY OR POLITICAL SUBDIVISION 
OF THE STATE OF TEXAS IS OBLIGATED TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS EXCEPT THE 
COMMISSION SOLELY FROM THE TRUST ESTATE AND CERTAIN FUNDS CREATED UNDER THE TRUST AGREEMENT. NEITHER THE 
FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF TEXAS OR ANY AGENCY OR POLITICAL SUBDIVISION THEREOF IS 
PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. NEITHER THE COMMISSION 
NOR THE DEPARTMENT HAS ANY TAXING POWER. THE TRUST AGREEMENT DOES NOT CREATE A MORTGAGE ON THE SH 249 SYSTEM. 

The Bonds are offered for delivery when, as, and if issued and received by the Underwriters named below and subject, among other things, 
to the approval of legality and certain other matters by the Attorney General of the State of Texas and McCall, Parkhurst & Horton L.L.P., Austin 
Texas (“Bond Counsel”).  Certain legal matters will be passed upon for the Commission by the General Counsel to the Commission and by Orrick, 
Herrington & Sutcliffe LLP, Austin, Texas, Disclosure Counsel to the Commission.  Certain legal matters will be passed upon for the Underwriters 
by their co-counsel, Locke Lord LLP and Mahomes Bolden PC. It is expected that delivery of the Bonds will be made through DTC in New York, 
New York on or about February 26, 2019 (“Date of Delivery”).

BofA Merrill Lynch

Barclays Blaylock Van, LLC J.P. Morgan Raymond James
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MATURITIES, INTEREST RATES, INITIAL YIELDS AND 
ADDITIONAL INFORMATION REGARDING THE BONDS 

$236,456,954.40 FIRST TIER TOLL REVENUE BONDS, SERIES 2019A  
General.  The $236,456,954.40 Texas Transportation Commission State Highway 249 System First Tier Toll Revenue 

Bonds, Series 2019A are being issued as (i) $144,085,000 of Current Interest Bonds (the “2019A CIBs”), and (ii) $92,371,954.40 
of Capital Appreciation Bonds (the “2019A CABs”) and together with the Series 2019A CIBs, the “Series 2019A Bonds”).  
Interest on the Series 2019A CIBs will accrue from their Date of Delivery and will be payable on February 1 and August 1 of 
each year, commencing August 1, 2019, until maturity or prior redemption. The Series 2019A CIBs will be issued as fully-
registered obligations in principal denominations of $5,000 or any integral multiple thereof within a maturity. Interest on the 
Series 2019A CABs will accrete from their Date of Delivery, will be compounded semiannually on February 1 and August 1 of 
each year, commencing August 1, 2019, and will be payable at maturity or prior redemption. The Series 2019A CABs will be 
issued as fully registered obligations in Maturity Amount denominations of $5,000 or any integral multiple thereof within a 
maturity. The Maturity Amount for the Series 2019A CABs represents the total principal thereof and the accreted interest thereon 
payable at maturity. 

MATURITY SCHEDULE FOR THE SERIES 2019A BONDS 
 

$144,085,000 SERIES 2019A CURRENT INTEREST BONDS 
 

$144,085,000 5.00% Term Series 2019A Bonds due August 1, 2057 — Yield 4.00%(1) — CUSIP No. 88283NAZ5(2) 

 

(Interest accrues from Date of Delivery) 
 

$92,371,954.40 SERIES 2019A CAPITAL APPRECIATION BONDS 
 

Maturity  
(8/1) 

Principal 
Amount 

Initial Yield 
to Maturity 

Maturity 
Amount 

Initial Offering 
Price per $5,000 in 
Maturity Amount 

CUSIP(2)

No 

2028 $   243,983.85 3.39% $    335,000 $  3,641.55 88283NAA0 
2029 710,648.50 3.59% 1,030,000 3,449.75 88283NAB8 
*** ***     *** *** *** *** 

2034 3,109,987.60 4.26% 5,960,000 2,609.05 88283NAD4 
2035 3,435,542.25 4.41% 7,035,000 2,441.75 88283NAE2 
2036 3,783,452.40 4.48% 8,190,000 2,309.80 88283NAF9 
2037 4,088,656.80 4.58% 9,420,000 2,170.20 88283NAG7 
2038 4,396,419.00 4.65% 10,740,000 2,046.75 88283NAH5 
2039 4,706,771.20 4.70% 12,160,000 1,935.35 88283NAJ1 
2040 4,979,477.75 4.77% 13,675,000 1,820.65 88283NAK8 
2041 5,129,649.40 4.82% 14,930,000 1,717.90 88283NAL6 
2042 5,164,545.10 4.86% 15,910,000 1,623.05 88283NAM4 
2043 5,214,625.20 4.88% 16,935,000 1,539.60 88283NAN2 
2044 5,229,540.00 4.92% 18,000,000 1,452.65 88283NAP7 
2045 5,261,365.20 4.94% 19,110,000 1,376.60 88283NAQ5 
2046 5,277,271.80 4.95% 20,180,000 1,307.55 88283NAR3 
2047 5,269,774.80 4.96% 21,220,000 1,241.70 88283NAS1 
2048 5,259,072.90 4.97% 22,305,000 1,178.90 88283NAT9 
2049 5,242,983.50 4.98% 23,425,000 1,119.10 88283NAU6 
2050 5,174,650.80 5.02% 24,585,000 1,052.40 88283NAV4 
2051 5,098,144.95 5.05% 25,695,000 992.05 88283NAW2 
2052 5,003,848.40 5.08% 26,770,000 934.60 88283NAX0 
2053 591,543.00 5.10% 3,350,000 882.90 88283NAY8 

 

(Interest accretes from Date of Delivery) 
 

Redemption.  The Series 2019A Bonds are subject to optional and mandatory redemption prior to maturity as described 
herein.  See “THE SERIES 2019A BONDS — Redemption” herein.

                                                                          
(1) Yield calculated assuming redemption on the first available optional redemption date of February 1, 2029. 
(2) CUSIP numbers will be assigned to this issue by CUSIP Global Services, managed by S&P Capital IQ LLC, on behalf of The American Bankers 

Association, and are included solely for the convenience of the owners of the Bonds.  Neither the Commission nor the Underwriters shall be 
responsible for the selection or correctness of the CUSIP numbers set forth herein.  The CUSIP number for a specific maturity is subject to being 
changed after the execution and delivery of the Bonds as a result of various subsequent actions, including but not limited to, a refunding in whole or 
in part of such maturity, or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is 
applicable to all or a portion of the Bonds. 
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$12,795,000 FIRST TIER TOLL REVENUE BONDS, TAXABLE SERIES 2019B 
 

General.  The $12,795,000 Texas Transportation Commission State Highway 249 System First Tier Toll Revenue 
Bonds, Taxable Series 2019B (the “Series 2019B Bonds”) are being issued as Current Interest Bonds.  Interest on the Series 
2019B Bonds will accrue from their Date of Delivery and will be payable on February 1 and August 1 of each year, commencing 
August 1, 2019, until maturity or prior redemption. 

MATURITY SCHEDULE FOR THE SERIES 2019B BONDS 
 

$12,795,000 SERIAL BONDS 
 
 

Maturity  
(8/1) 

Principal 
Amount 

Interest
Rate 

Initial
Yield 

CUSIP 
No(1) 

2030 $1,455,000 4.55% 4.55% 88283NBA9 
2031 2,650,000 4.60% 4.60% 88283NBB7 
2032 3,640,000 4.65% 4.65% 88283NBC5 
2033 5,050,000 4.70% 4.70% 88283NBD3 

 

(Interest accrues from Date of Delivery) 
 

Redemption.  The Series 2019B Bonds are subject to optional redemption prior to maturity as described herein.  See 
“THE SERIES 2019B BONDS — Redemption” herein. 

 

 

 

 

                                                                          
(1) CUSIP numbers will be assigned to this issue by CUSIP Global Services, managed by S&P Capital IQ LLC, on behalf of The American Bankers 

Association, and are included solely for the convenience of the owners of the Bonds.  Neither the Commission nor the Underwriters shall be 
responsible for the selection or correctness of the CUSIP numbers set forth herein.  The CUSIP number for a specific maturity is subject to being 
changed after the execution and delivery of the Bonds as a result of various subsequent actions, including but not limited to, a refunding in whole or 
in part of such maturity, or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is 
applicable to all or a portion of the Bonds. 
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TEXAS TRANSPORTATION COMMISSION 
 

Name  Title  Term Expires 
J. Bruce Bugg, Jr.  Chairman  February 1, 2021 
Jeff Austin, III(1)  Commissioner  February 1, 2019 
Alvin New  Commissioner  February 1, 2021 
Laura Ryan  Commissioner  February 1, 2023 
Victor Vandergriff(1)(2)  Commissioner  February 1, 2019 
 

TEXAS DEPARTMENT OF TRANSPORTATION-SELECTED PERSONNEL 
 

Name 

 

Position 

 Total Years of 
Service 

with the Department 
James M. Bass  Executive Director 34 years 
Marc D. Williams, P.E.  Deputy Executive Director 7 years 
Brian D. Ragland, CPA  Chief Financial Officer 12 years 
Benjamin H. Asher  Director, Project Finance, Debt and Strategic Contracts Division 7 years 
Stephen Stewart, CPA  Director, Financial Management Division 7 years 
Jeff Graham  General Counsel 7 years 

 

CONSULTANTS AND ADVISORS 
 

Financial Advisor .................................. Estrada Hinojosa & Company, Inc., Austin, Texas 
Bond Counsel ....................................... McCall, Parkhurst & Horton L.L.P., Austin, Texas 
Disclosure Counsel .............................. Orrick, Herrington & Sutcliffe LLP, Austin, Texas 
Traffic Consultant .............................................................. CDM Smith Inc., Austin, Texas 
General Engineering Consultant ................................................ BGE, Inc., Houston, Texas 
Trustee and Paying Agent/Registrar .................................. U.S. Bank National Association 

For additional information regarding the Commission or the Department, please contact either: 
  

Mr. Brian D. Ragland, CPA 
Chief Financial Officer 
Texas Department of Transportation 
125 E. 11th Street 
Austin, Texas 78701-2483 
(512) 305-9512 

Mr. Paul Jack 
Managing Director 

Estrada Hinojosa & Company, Inc. 
3103 Bee Caves Road, Suite 133 

Austin, Texas 78746 
(512) 605-2444 

 
 

                                                                          
(1)  State law provides that a Commissioner shall continue to perform the duties of Commissioner until the earlier of (i) the date his successor 

shall be duly appointed and qualified or (ii) the last day of the first regular session of the State Legislature that begins after the expiration 
of his term. 

(2)  Mr. Vandergriff resigned as Commissioner on February 9, 2018. 
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USE OF INFORMATION IN OFFICIAL STATEMENT 

Use of Official Statement 

No dealer, broker, salesman, or other person has been authorized by the Commission or the underwriters of the Bonds 
named on the front cover page of this Official Statement (collectively, the “Underwriters”) to give any information or to make 
any representation other than those contained in this Official Statement, including the Schedules and Appendices hereto, and, if 
given or made, such other information or representation must not be relied upon as having been authorized by the Commission 
or the Underwriters of the Bonds.  This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, 
nor shall there be any sale of the Bonds by any person, in any jurisdiction in which it is unlawful for such person to make such 
offer, solicitation, or sale.  The information and expressions of opinion herein are subject to change without notice, and neither 
the delivery of this Official Statement, nor any sale made under the Trust Agreement, as supplemented, shall, under any 
circumstances, create any implication that there has been no change in the affairs of the Commission since the date hereof.  This 
Official Statement is submitted in connection with the sale of the Bonds and in no instance may this Official Statement be 
reproduced or used for any other purpose. 

THIS OFFICIAL STATEMENT, INCLUDING THE SCHEDULES AND APPENDICES HERETO, IS INTENDED 
TO REFLECT FACTS AND CIRCUMSTANCES ON THE DATE OF THIS OFFICIAL STATEMENT OR ON SUCH 
OTHER DATE OR AT SUCH OTHER TIME AS IDENTIFIED HEREIN.  NO ASSURANCE CAN BE GIVEN THAT SUCH 
INFORMATION WILL NOT BE MISLEADING AT A LATER DATE.  CONSEQUENTLY, RELIANCE ON THIS 
OFFICIAL STATEMENT AT TIMES SUBSEQUENT TO THE ISSUANCE OF THE BONDS DESCRIBED HEREIN 
SHOULD NOT BE MADE ON THE ASSUMPTION THAT ANY SUCH FACTS OR CIRCUMSTANCES ARE 
UNCHANGED. 

NONE OF THE COMMISSION, THE UNDERWRITERS OR THE FINANCIAL ADVISOR MAKE ANY 
REPRESENTATION OR WARRANTY WITH RESPECT TO THE INFORMATION CONTAINED IN THIS OFFICIAL 
STATEMENT REGARDING THE DEPOSITORY TRUST COMPANY (“DTC”) OR ITS BOOK-ENTRY-ONLY SYSTEM, 
AS SUCH INFORMATION WAS FURNISHED BY DTC.  THE UNDERWRITERS OF THE BONDS HAVE PROVIDED 
THE FOLLOWING SENTENCE FOR INCLUSION IN THIS OFFICIAL STATEMENT.  THE UNDERWRITERS HAVE 
REVIEWED THE INFORMATION IN THIS OFFICIAL STATEMENT IN ACCORDANCE WITH, AND AS PART OF, 
THEIR RESPECTIVE RESPONSIBILITIES TO INVESTORS UNDER THE FEDERAL SECURITIES LAWS AS APPLIED 
TO THE FACTS AND CIRCUMSTANCES OF THIS TRANSACTION, BUT THE UNDERWRITERS DO NOT 
GUARANTEE THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION. 

Marketability 

THE PRICE AND OTHER TERMS RESPECTING THE OFFERING AND SALE OF THE BONDS MAY BE 
CHANGED FROM TIME TO TIME BY THE UNDERWRITERS AFTER THE BONDS ARE RELEASED FOR SALE 
AND THE BONDS MAY BE OFFERED AND SOLD AT PRICES OTHER THAN THE INITIAL OFFERING PRICE, 
INCLUDING SALES TO DEALERS WHO MAY SELL SUCH BONDS INTO INVESTMENT ACCOUNTS.  IN 
CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVERALLOT OR 
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A 
LEVEL ABOVE THOSE THAT MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, 
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 

Securities Laws 

No registration statement relating to the Bonds has been filed with the SEC under the Securities Act of 1933, as amended, 
in reliance upon an exemption provided thereunder.  The Bonds have not been registered or qualified under the Securities Act of 
the State of Texas in reliance upon various exemptions contained therein, nor have the Bonds been registered or qualified under 
the securities laws of any other jurisdiction.  The Commission assumes no responsibility for the registration or qualification for 
sale or other disposition of the Bonds under the securities laws of any jurisdiction in which the Bonds may be offered, sold or 
otherwise transferred.  This disclaimer of responsibility for registration or qualification for sale or other disposition of the Bonds 
shall not be construed as an interpretation of any kind with regard to the availability of any exemption from securities registration 
or qualification provisions. 
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
OF THE BONDS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.  
THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES 
COMMISSION OR REGULATORY COMMISSION.  FURTHERMORE, THE FOREGOING AUTHORITIES 
HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT.  ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

The statements contained in this Official Statement, and in other information provided by the Commission, that are not 
purely historical, are forward-looking statements, including statements regarding the Commission’s expectations, hopes, 
intentions or strategies regarding the future.  All forward-looking statements included in this Official Statement are based on 
information available to the Commission on the date hereof, and the Commission assumes no obligation to update any such 
forward-looking statements.  See “RISK FACTORS — Forward-Looking Statements.” 

Additional Information 

For purposes of providing additional background information with respect to the SH 249 System, this Official 
Statement contains references to certain documents available online through the Department’s website at 
http://txdot.gov/business/investors.html by following the link for “State Highway 249 System Bonds”.  THE FOREGOING 
LINK IS NOT INCORPORATED BY REFERENCE, EITHER EXPRESSLY OR BY IMPLICATION, INTO THIS 
OFFICIAL STATEMENT, NOR ARE ANY MATERIALS ON SUCH WEBSITE.  THE INFORMATION CONTAINED 
AT THE LINK LOCATION IS DATED AS OF THE DATE OF SUCH REPORTS OR DOCUMENTS, AND THERE 
CAN BE NO ASSURANCE THAT SUCH INFORMATION WILL BE UPDATED IN THE FUTURE.  THE 
COMMISSION, THE DEPARTMENT, ITS FINANCIAL ADVISOR, AND THE UNDERWRITERS DISCLAIM ANY 
RESPONSIBILITY TO UPDATE SUCH INFORMATION.  THE DEPARTMENT, ITS FINANCIAL ADVISOR, AND 
THE UNDERWRITERS DISCLAIM ANY RESPONSIBILITY AS TO THE ACCURACY OR COMPLETENESS OF 
ANY MATERIAL CONTAINED ON OTHER INTERNET SITES ACCESSED THROUGH SUCH WEBSITE. 
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OFFICIAL STATEMENT 

relating to 

$236,456,954.40 
TEXAS TRANSPORTATION 

COMMISSION 
STATE HIGHWAY 249 SYSTEM 

FIRST TIER TOLL REVENUE BONDS 
SERIES 2019A 

$12,795,000 
TEXAS TRANSPORTATION 

COMMISSION 
STATE HIGHWAY 249 SYSTEM 

FIRST TIER TOLL REVENUE BONDS 
TAXABLE SERIES 2019B 

INTRODUCTION 

General 

This Official Statement (the “Official Statement”) contains certain information relating to the 
offering and sale by the Texas Transportation Commission (the “Commission”), the governing body of the 
Texas Department of Transportation (the “Department” or “TxDOT”), of its State Highway 249 System 
First Tier Toll Revenue Bonds, consisting of the Commission’s First Tier Toll Revenue Bonds, Series 
2019A (the “Series 2019A Bonds”) and the Commission’s First Tier Toll Revenue Bonds, Taxable Series 
2019B (the “Series 2019B Bonds”, and together with the Series 2019A Bonds, the “Bonds”).  Capitalized 
terms used in this Official Statement that are not otherwise defined herein have the meanings 
assigned to them in “APPENDIX C — DEFINITIONS AND SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL 
AGREEMENT — Definitions.” 

Investment in the Bonds involves certain risks, some of which are discussed in this Official 
Statement.  See “RISK FACTORS” for a discussion of several investment considerations that should also 
be considered in evaluating an investment in the Bonds.  See “CONTINUING DISCLOSURE OF 
INFORMATION” for a description of the undertaking of the Commission to provide certain information 
on a continuing basis. 

This Official Statement contains, in part, estimates and matters of opinion that are not intended as 
statements of fact, and no representation or warranty is made as to the correctness of such estimates and 
matters of opinion, or that they will be realized.  This Official Statement speaks only as of its date, and the 
information contained herein is subject to change.   

As used in this Official Statement, the “Trust Agreement” shall mean the Master Trust Agreement, 
dated as of February 1, 2019 (without regard to amendments or supplements, the “Master Trust 
Agreement”) by and between the Commission and U.S. Bank National Association, as trustee and paying 
agent (the “Trustee”), as supplemented by the First Supplemental Agreement, dated as of February 1, 2019 
(the “First Supplemental Agreement”) by and between the Commission and the Trustee, as the same may 
be amended or supplemented from time to time in accordance with the terms of the Master Trust Agreement. 

Purpose 

A portion of the proceeds of the Series 2019A Bonds, together with other funding sources described herein, 
will be used to fund the Cost of the design and construction of Segment 1 of the northerly extension of the 
existing State Highway 249 (“SH 249”), as more particularly described herein and in the Engineering 
Report included as APPENDIX D hereto.  Segment 1 of SH 249 is planned as an approximately 15-mile 
tolled highway segment to be located between FM 1774 in Pinehurst, Texas (Montgomery County) and FM 
1774 near Todd Mission, Texas (Grimes County).  See “SEGMENT 1.”  A portion of the proceeds of the 
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Series 2019A Bonds will also be used to provide funds for (i) funding the Series 2019A First Tier Reserve 
Account, (ii) capitalized interest on the Series 2019A Bonds in an amount permitted by law and (iii) paying 
a portion of the costs of issuance of the Series 2019A Bonds, all as more fully described herein.  The 
proceeds of the Series 2019B Bonds will be used to provide funds for (i) funding a $10,000,000 deposit 
into the Rate Stabilization Fund, (ii) funding the Series 2019B First Tier Reserve Account, (iii) capitalized 
interest on the Series 2019B Bonds in an amount permitted by law and (iv) paying a portion of the costs of 
issuance of the Series 2019B Bonds, all as more fully described herein.  See “PLAN OF FINANCE,” and 
“ESTIMATED SOURCES AND USES OF FUNDS.” 

Sources of Payment and Security 

The Bonds are payable from Revenues, including Toll revenues, of the SH 249 System (which, as 
defined herein, initially only includes Segment 1) and funds held under the Trust Agreement, and are 
payable prior to the payment of Operating and Maintenance Expenses.  The Bonds will constitute special, 
limited obligations of the Commission secured by and payable solely from a first lien on, pledge of, and 
security interest in the Trust Estate (as defined herein) granted in the Trust Agreement, on an equal and 
ratable basis with such Additional First Tier Obligations as may hereafter be issued in accordance with the 
Master Trust Agreement.  The Bonds are the Initial Obligations of the Commission to be issued pursuant 
to the Master Trust Agreement.  See “PLAN OF FINANCE.”  The Bonds will also be secured by certain 
of the proceeds thereof held in certain Funds and Accounts under the Trust Agreement and invested by the 
Commission pursuant to the terms of the Trust Agreement.  See “SOURCES OF PAYMENT AND 
SECURITY FOR THE BONDS.”   

NONE OF THE STATE OF TEXAS, THE COMMISSION, THE DEPARTMENT, OR ANY 
OTHER AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF TEXAS IS OBLIGATED 
TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS EXCEPT 
THE COMMISSION SOLELY FROM THE TRUST ESTATE AND CERTAIN FUNDS CREATED 
UNDER THE TRUST AGREEMENT. NEITHER THE FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OF TEXAS OR ANY AGENCY OR POLITICAL SUBDIVISION 
THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, 
OR INTEREST ON THE BONDS. NEITHER THE COMMISSION NOR THE DEPARTMENT 
HAS ANY TAXING POWER. THE TRUST AGREEMENT DOES NOT CREATE A MORTGAGE 
ON THE SH 249 SYSTEM. 

System-Related Funding Obligations of Commission 

Subject to the appropriation of funds by the Legislature of the State (the “State Legislature”) in a 
manner that would allow their use, pursuant to the Minute Order (as defined herein) and the Master Trust 
Agreement, the Commission has covenanted for the benefit of the Owners of the Bonds to undertake certain 
System-related funding obligations, including: 

Capital Obligation.  To make lawfully available funds available in amounts sufficient to pay the 
Costs necessary to complete construction of Segment 1. 

Operating and Maintenance Expenses.  While the Bonds remain outstanding, to pay certain 
Operating and Maintenance Expenses of the SH 249 System to the extent of any deficiency in Revenues 
available to pay such costs after payment of debt service on the Bonds and funding certain reserves.   

Major Maintenance Expenditures.  To deposit to the Major Maintenance Account from lawfully 
available funds amounts sufficient to maintain the required balance in the Major Maintenance Account to 
pay required expenditures projected in the Annual Budget for the System, which includes Major 
Maintenance Expenditures.   
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These System-related funding obligations of the Commission may be funded from any legally 
available source but are currently expected to be funded from the State Highway Fund.  See “SYSTEM-
RELATED FUNDING OBLIGATIONS OF COMMISSION.” 

Authority for Issuance 

 The Bonds are being issued by the Commission pursuant to the laws of the State of Texas (the 
“State”), particularly Subchapter C of Chapter 228, Texas Transportation Code, as amended, and Chapter 
1371, Texas Government Code, as amended (collectively, the “Acts”), authorizing Minute Order No. 
115393 adopted by the Commission on December 13, 2018 (the “Minute Order”), and the Trust Agreement.  
See “GENERAL INFORMATION REGARDING THE BONDS.” 

The SH 249 Corridor 

SH 249 is an approximately 27-mile existing roadway located in the greater City of Houston, Texas 
metropolitan area from Interstate 45 (Harris County) to FM 1774 in Pinehurst, Texas (Montgomery 
County).  As described in this Official Statement, Segment 1 and Segment 2 (each as defined herein) are 
planned as a 26-mile northwesterly extension of SH 249, with the approximately 15-mile Segment 1 to 
operate as a tolled highway and the 11-mile Segment 2 to operate as a non-tolled highway.  Segment 1 and 
Segment 2 are being constructed by TxDOT as a single project under a design-build construction 
agreement.  See “DESIGN-BUILD AGREEMENT.” Segment 3 and Segment 4 (each as defined herein) 
are planned as an approximately 5.2-mile expansion of SH 249 through the addition of tolled main lanes 
next to the existing signalized non-tolled frontage lanes along such segments.  Segment 5 (as defined herein) 
is an existing 4.4-mile tolled portion of SH 249 that opened to traffic in April 2015.  For illustrations 
depicting SH 249 and each of Segment 1, Segment 2, Segment 3, Segment 4, and Segment 5, see the maps 
on pages ii and iii of this Official Statement. 

Segment 1, as the first and initially the only System Segment whose Toll revenues will secure the 
Bonds, is referred to herein as the “SH 249 System” or the “System”.  Segment 1 and Segment 2 are being 
designed and constructed by the DB Contractor as the “Project” pursuant to the Design-Build Agreement.  
See “DESIGN-BUILD AGREEMENT.”  Segment 1, Segment 2, Segment 3 and Segment 4 are collectively 
referred to herein as the “SH 249 Extension”.  Segment 1, Segment 2, Segment 3, Segment 4 and Segment 
5 are collectively referred to herein as the “SH 249 Corridor.”  See “THE SH 249 CORRIDOR.”   

The purpose of the SH 249 Extension is to improve overall mobility and accessibility within the 
tri-county area of the SH 249 Extension by linking growing suburban communities with major roadways, 
and thereby address (i) current, inefficient connections between suburban communities and major and 
minor roadways, (ii) increasing demand from population and economic growth in the area of the SH 249 
Extension, and (iii) growing safety concerns over the effect increased congestion may have on emergency 
evacuations (particularly hurricane evacuations). 

[Remainder of This Page Intentionally Left Blank] 
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The following table provides a summary of the current and anticipated major characteristics of each 
segment of the SH 249 Corridor: 

Segment 

System 
or 

Non-System1 
Owned and 
Operated by 

Tolled1 
or 

Non-Tolled1 

Approximate 
Length and 

Capacity 

Southern 
to Northern 
Terminus 

Open to 
Traffic 

(Estimated) 

Segment 1 System2 TxDOT Tolled 

15 Miles 
(4 Lanes,  
2 in Each 
Direction) 

FM 1774 in 
Pinehurst to 
FM 1774 near 
Todd Mission 
 

July 2021 

Segment 2 Non-System TxDOT Non-Tolled 

11 Miles 
(2 Lanes, 
1 in Each 
Direction) 

FM 1774 near 
Todd Mission 
to SH 105 
near Navasota 

September 
2022 

Segment 3 Non-System 
Montgomery 

County 
(MCTRA) 

Tolled3 

3 Miles 
(4 Lanes, 
2 in Each 
Direction)4 

Harris County 
/Montgomery 
County line to 
FM 1774 in 
Pinehurst 

March 2020 

Segment 4 Non-System 
Harris 
County 

(HCTRA) 
Tolled3 

2.2 Miles 
(6 Lanes, 
3 in Each 
Direction)4 

FM 2920 in 
Tomball to 
Harris County 
/Montgomery 
County line 

January 
2020 

Segment 5 Non-System 
Harris 
County 

(HCTRA) 
Tolled3 

4.4 Miles 
(6 Lanes, 
3 in Each 
Direction) 

Northpointe 
Boulevard to 
FM 2920 in 
Tomball 

Currently 
Fully Open 
to Traffic 

 

________________________________________________________________________ 

1 Term is capitalized herein for illustrative purposes only and is not a defined term in the Trust Agreement. 
2 Segment 1 is the first and initially the only System Segment.  See “— The SH 249 System” below and 

“THE SH 249 SYSTEM.” 
3 Any toll revenues or other revenues generated by Harris County or Montgomery County by the operation 

of Segment 3, Segment 4 or Segment 5, respectively, are revenues of Harris County or Montgomery 
County, respectively, are not security for the Bonds, and are not available to pay debt service on the 
Bonds. 

4 Segment 3 and Segment 4 will serve as an expansion of the existing SH 249 through the addition of 
tolled main lanes next to the existing signalized non-tolled frontage lanes along such segments. 

 
 All information included in the table above is based on the information available to the Department 
and the current expectations of the Department on the date hereof, and is subject to change.  The 
Commission, the Department, its Financial Advisor and the Underwriters assume no obligation to update 
the table above. 
 
Segment 1 (TxDOT) 

“Segment 1” of the SH 249 Corridor, whose Toll revenues will secure the Bonds and which will 
initially comprise the entire SH 249 System, is anticipated to be an approximately 15-mile new four-lane 
(two in each direction) limited-access tolled highway segment to be located between FM 1774 in Pinehurst, 
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Texas (Montgomery County) and FM 1774 near Todd Mission, Texas (Grimes County), as more 
particularly described herein and in the Engineering Report included as APPENDIX D hereto.  Proceeds of 
the Bonds, together with other funding sources described herein, will be used to fund the Cost of the design 
and construction of Segment 1.  See “PLAN OF FINANCE.”  The design, construction, operation and 
maintenance of Segment 1 is governed by the Design-Build Agreement and Capital Maintenance 
Agreement executed by the Department in connection with the design, construction, operation and 
maintenance of both Segment 1 and Segment 2.  See “SEGMENT 1 — Design-Build Agreement” and “— 
Capital Maintenance Agreement.”  Construction of Segment 1 began in October 2017, and Segment 1 is 
anticipated to be fully opened to traffic in July 2021, with Department-operated toll collection beginning in 
July 2021.  See “SEGMENT 1.”   

Segment 2 (TxDOT) 

“Segment 2” is anticipated to be an approximately 11-mile new two-lane (one in each direction) at-
grade non-tolled highway segment to be located between FM 1774 near Todd Mission, Texas (Grimes 
County) and SH 105 near Navasota, Texas (Grimes County) to serve as a northerly extension of SH 249 
from the northern terminus of Segment 1.  Segment 2 is not part of the SH 249 System.  However, the 
design, construction, operation and maintenance of Segment 2 is governed by the Design-Build Agreement 
and Capital Maintenance Agreement executed by the Department in connection with the design, 
construction, operation and maintenance of both Segment 1 and Segment 2.  See “SEGMENT 1 — Design-
Build Agreement” and “— Capital Maintenance Agreement.”  Subject to the appropriation of funds by the 
State Legislature in a manner that would allow their use, the Department is using other lawfully available 
funds for the design, construction, operation, and maintenance of Segment 2; not the proceeds of the Bonds 
or Toll revenues of the SH 249 System.  Construction of Segment 2 began in limited areas in October 2018, 
and full construction of Segment 2 is anticipated to begin in April 2019.  Segment 2 is anticipated to be 
fully opened to traffic in September 2022.  See “THE SH 249 CORRIDOR.”   

Segment 3 (Montgomery County) 

“Segment 3” is owned and operated by Montgomery County and is being constructed to be an 
approximately 3-mile 4-lane (2 in each direction) limited-access tolled highway segment to be located 
between the Harris County/Montgomery County line and FM 1774 in Pinehurst, Texas (Montgomery 
County) to serve as an expansion of the existing SH 249 through the addition of tolled main lanes next to 
the existing signalized non-tolled frontage lanes along Segment 3.  Segment 3 is not part of the SH 249 
System.  Any toll revenues or other revenues generated by the operation of Segment 3 are not security 
for the Bonds and are not available to pay debt service on the Bonds.  Pursuant to Chapter 373 of the 
Texas Transportation Code, as amended (“Chapter 373”), the Department entered into a toll project 
agreement (the “Montgomery County Agreement”) dated April 13, 2015, by and between the Department 
and Montgomery County, Texas (“Montgomery County”), acting by and through the Montgomery County 
Toll Road Authority (“MCTRA”).  Pursuant to the Montgomery County Agreement, MCTRA is financing, 
designing, constructing, operating and maintaining Segment 3.  The Department will maintain the 
signalized non-tolled frontage roads adjacent to Segment 3.  Construction of Segment 3 began in the spring 
of 2018, and Segment 3 is anticipated to be opened to traffic in March 2020, with MCTRA-operated toll 
collection beginning when Segment 3 is opened to traffic.  See “THE SH 249 CORRIDOR — Segment 3.” 

Segment 4 (Harris County) 

“Segment 4” is owned and operated by Harris County and is anticipated to be an approximately 
2.2-mile 6-lane (3 in each direction) limited-access tolled highway segment to be located between FM 2920 
in Tomball, Texas (Harris County) and the Harris County/Montgomery County line to serve as an expansion 
of the existing SH 249 through the addition of tolled main lanes next to the existing signalized non-tolled 
frontage lanes along Segment 4.  Segment 4 is not part of the SH 249 System.  Any toll revenues or 
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other revenues generated by the operation of Segment 4 are not security for the Bonds and are not 
available to pay debt service on the Bonds.  Pursuant to Chapter 373, the Department entered into a toll 
project agreement (the “Harris County Agreement”) dated March 11, 2016, by and between the Department 
and Harris County, Texas (“Harris County”), acting by and through the Harris County Toll Road Authority 
(“HCTRA”).  The Harris County Agreement provides that HCTRA will finance, design, construct, operate 
and maintain Segment 4, and the Department will maintain the signalized non-tolled frontage roads adjacent 
to Segment 4.  Construction of Segment 4 began in March 2017, and Segment 4 is anticipated to be opened 
to traffic in January 2020, with HCTRA-operated toll collection beginning when Segment 4 is opened to 
traffic.  See “THE SH 249 CORRIDOR — Segment 4.” 

Segment 5 (Harris County) 

“Segment 5” is owned and operated by Harris County and is an existing 4.4-mile 6-lane (3 in each 
direction) limited-access tolled highway segment currently open to traffic, located between Northpointe 
Boulevard  and FM 2920 in Tomball, Texas (Harris County), and owned and operated by Harris County, 
acting by and through HCTRA.  Segment 5 is not part of the SH 249 System.  Any toll revenues or other 
revenues generated by the operation of Segment 5 are not security for the Bonds and are not available 
to pay debt service on the Bonds.    See “THE SH 249 CORRIDOR — Segment 5.” 

Engineering Report 

The General Engineering Consultant for the Department in connection with the development, 
design, and construction of Segment 1 and Segment 2, BGE, Inc. (“BGE”), has prepared the Engineering 
Report (as defined herein and included as APPENDIX D hereto), which, among other things, describes the 
Design-Build Agreement and the Capital Maintenance Agreement and describes the location, engineering 
design features, construction cost estimates and construction schedule for Segment 1 and Segment 2.  The 
Engineering Report also contains information with respect to the estimated Operating and Maintenance 
Expenses and Major Maintenance Expenditures for the SH 249 System.  See “ENGINEERING REPORT.” 

System Traffic and Revenue Report 

CDM Smith Inc. (“CDM Smith”) has prepared the “SH 249 Comprehensive Traffic and Toll 
Revenue Study” dated December 2018 (the “System T&R Report,” which is included as APPENDIX E 
hereto), a comprehensive traffic and revenue report for the System, which sets forth the estimated traffic 
and toll revenue for the SH 249 System. The System T&R Report includes traffic estimates for Segment 1 
and Segment 2 and toll revenue estimates for Segment 1.  See “SYSTEM TRAFFIC AND REVENUE 
REPORT.” 

Risks 

Investment in the Bonds involves certain risks, some of which are discussed throughout this Official 
Statement.  See “RISK FACTORS” for a discussion of several investment considerations that should also 
be considered in evaluating an investment in the Bonds. 

The Commission and the Department 

Texas Transportation Commission.  The Commission, the issuer of the Bonds, is the policy-making 
body governing TxDOT and is composed of five commissioners appointed by the Governor with the advice 
and consent of the Texas Senate.  Commissioners serve staggered six year terms.  One member is designated 
by the Governor as the Chair and serves as the presiding officer of the Commission.  The Commission was 
created in 1917 as the “State Highway Commission” by an act of the State Legislature for the purpose of 
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adopting and implementing a comprehensive system of state highways and promoting the construction of 
a state highway system by cooperation with counties or independently by the Commission.   

Texas Department of Transportation.  TxDOT is a public authority and body politic and corporate 
created in 1917 as the “Texas Highway Department” by an act of the State Legislature.  The mission of the 
Department is, through collaboration and leadership, to deliver a safe, reliable and integrated transportation 
system that enables the movement of people and goods throughout the State.  The Department is 
headquartered in Austin, Texas, with 33 divisions and 25 district offices located throughout the State. Each 
district is responsible for the planning, design, construction, operation and maintenance of its area’s 
transportation systems.  The Department is managed by an Executive Director, subject to and under the 
direction of the Commission. 

For additional information regarding the Commission, the Department, and the State Highway 
Fund, see “APPENDIX A – THE TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE 
HIGHWAY FUND.” 

PLAN OF FINANCE 

General 

The System will be financed with (i) proceeds of the Bonds, (ii) a subject-to-appropriation funding 
obligation of the Commission in the approximate amount of $290.9 million, (iii) a financial contribution 
from Montgomery County in the approximate amount of $11.9 million, and (iv) approximately $2.9 million 
to be received from local landowners as a contribution to pay Costs of Segment 1, all as more fully described 
herein.  See “ESTIMATED SOURCES AND USES OF FUNDS.” 

The Bonds 

A portion of the proceeds of the Series 2019A Bonds, together with other funding sources described 
herein, will be used to fund the Cost of the design and construction of Segment 1 of the northerly extension 
of the existing SH 249, as more particularly described herein and in the Engineering Report included as 
APPENDIX D hereto.  See “SEGMENT 1.”  A portion of the proceeds of the Series 2019A Bonds will also 
be used to provide funds for (i) funding the Series 2019A First Tier Reserve Account, (ii) capitalized interest 
on the Series 2019A Bonds in an amount permitted by law and (iii) paying a portion of the costs of issuance 
of the Series 2019A Bonds, all as more fully described herein.  The proceeds of the Series 2019B Bonds 
will be used to provide funds for (i) funding a $10,000,000 deposit into the Rate Stabilization Fund, (ii) 
funding the Series 2019B First Tier Reserve Account, (iii) capitalized interest on the Series 2019B Bonds 
in an amount permitted by law, and (iv) paying a portion of the costs of issuance of the Series 2019B Bonds, 
all as more fully described herein. 

See “ESTIMATED SOURCES AND USES OF FUNDS,” “SOURCES OF PAYMENT AND 
SECURITY FOR THE BONDS — Funds and Accounts — First Tier Reserve Account.” 

Additional Obligations 

The Bonds are the Initial Obligations to be issued by the Commission pursuant to the Master Trust 
Agreement.  The Commission does not currently anticipate issuing any additional Obligations within the 
next twelve months.  However, subject to the terms of the Master Trust Agreement, the Commission may 
issue additional Obligations at any time, secured by a lien on the Trust Estate that is on parity with, or 
subordinate to, the first lien on the Trust Estate securing payment of First Tier Obligations, including the 
Bonds.  There are no Additional First Tier Obligations, Second Tier Obligations or Subordinate Tier 
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Obligations either Outstanding or being issued concurrently with the issuance of the Bonds.  See 
“SOURCES OF PAYMENT AND SECURITY FOR THE BONDS — Additional Obligations.”   

Commission Funding Obligations 

Pursuant to the Minute Order, subject to funds being appropriated by the State Legislature to the 
Commission in a manner that would allow their use, the Commission has covenanted in the Master Trust 
Agreement for the benefit of the Owners to make lawfully available funds available in amounts sufficient 
to pay the Cost necessary to complete Segment 1 if proceeds of the Bonds and the other funds made 
available are insufficient for such purpose. The Commission has also covenanted in the Master Trust 
Agreement to use its best efforts to issue, sell and deliver Additional Obligations if necessary to provide 
such lawfully available funds to complete construction of Segment 1. 

The Commission has also covenanted in the Master Trust Agreement, subject to appropriation of 
funds by the State Legislature while the Bonds remain outstanding, to pay Operating and Maintenance 
expenses of the SH 249 System to the extent of any deficiency in Revenues to pay such costs after payment 
of debt service on the Bonds and funding certain reserves.  The Commission has further covenanted in the 
Master Trust Agreement, subject to appropriation of funds by the State Legislature while the Bonds remain 
outstanding, to maintain the required balance in the Major Maintenance Account to the extent the existing 
balance in the Major Maintenance Account is insufficient to pay the required expenditures.  These 
obligations of the Commission may be funded from any legally available source but are currently expected 
to be funded from the State Highway Fund.  See “SYSTEM-RELATED FUNDING OBLIGATIONS OF 
COMMISSION.” 

Montgomery County Contribution 

The Department has received a contribution of $11,879,000 from Montgomery County and has 
deposited such amount with the Trustee for deposit into the Construction Fund.  See “ESTIMATED 
SOURCES AND USES OF FUNDS.” 

 

[Remainder of This Page Intentionally Left Blank] 
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ESTIMATED SOURCES AND USES OF FUNDS 
 

The following table shows the estimated funding sources and uses for Segment 1, including 
proceeds from the sale of the Bonds and the application thereof.  Totals may not add due to rounding. 

SOURCES: 
Series 2019A 

Bonds 

 Taxable 
Series 2019B 

Bonds  

Commission 
Funding 

Obligation  Total  
Par Amount of Bonds $ 236,456,954  $ 12,795,000 -  $ 249,251,954  
Original Issue Premium 11,708,347  - -  11,708,347  
Commission Funding Obligation -  -  $ 305,646,000 (1) 305,646,000  
Total Sources of Funds $ 248,165,301  $ 12,795,000  $ 305,646,000  $ 566,606,301  

         
USES:         

Segment 1 Construction Costs $ 203,198,888(2) -  $ 296,901,112  $ 500,100,000(3) 
Deposit to Capitalized Interest 

Account(4) 19,800,837
 

$ 1,445,482 8,744,888  29,991,207  
Deposit to First Tier Reserve 

Account 23,645,695
 

1,279,500 -  24,925,195  
Deposit to Rate Stabilization Fund -  10,000,000 -  10,000,000  
Costs of Issuance(5)  1,519,881  70,018 -  1,589,899  
Total Uses of Funds $ 248,165,301  $ 12,795,000  $ 305,646,000  $ 566,606,301  
         

(1) Consists of approximately (i) $290.9 million funding obligation of the Commission (see “PLAN OF FINANCE ― 
Commission Funding Obligation,” “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION,” and “RISK 
FACTORS ― Ability of the Commission to Meet Funding Obligations.”), (ii) $11.9 million received by the Department 
from Montgomery County and held by the Trustee (See “PLAN OF FINANCE ― Montgomery County Contribution”), and 
(iii) $2.9 million to be received from local landowners as a contribution to pay Costs of Segment 1.   

(2) Represents the portion of the proceeds of the Series 2019A Bonds that are anticipated to be used to pay Costs of Segment 1, 
together with anticipated investment earnings on such proceeds.  To be deposited into the 2019 Construction Account of the 
Construction Fund. 

(3) Amount shown represents the total estimated Costs of Segment 1, as provided by BGE, inclusive of the Department’s 
payment of a fixed price of approximately $362.6 million to the DB Contractor pursuant to the Design-Build Agreement.  
See “SEGMENT 1 — Estimated Construction Costs and Opening Date” and “APPENDIX D —ENGINEERING REPORT.”  
The Commission has covenanted in the Master Trust Agreement, subject to funds being appropriated by the State Legislature 
to the Commission, to provide funds sufficient to complete construction of Segment 1, and also to use its best efforts to issue, 
sell and deliver Additional Obligations if necessary to provide such lawfully available funds to complete construction of 
Segment 1.  See “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION” 

(4) Represents amounts to be deposited into the 2019 Capitalized Interest Account of the Construction Fund and used to pay 
capitalized interest on the Bonds. 

(5) Includes, among other costs, legal, financial advisory and accounting fees, initial fees of the Trustee, publication costs, rating 
agency fees and printing expenses. 
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SYSTEM FORECASTED CASH FLOW AND DEBT SERVICE COVERAGE 

The table on the following page shows the forecasted Toll revenues of the SH 249 System, which 
initially includes only Segment 1, for fiscal years 2019 through 2057, both inclusive, as set forth in the 
System T&R Report.  See “APPENDIX E — SYSTEM TRAFFIC AND REVENUE REPORT — Chapter 
6 Traffic and Toll Revenue Estimates.”   

Based on the projections for estimated Toll revenues as set forth in the System T&R Report, the 
table on the following page presents estimated coverage of debt service on the Bonds before deducting 
estimated Operating and Maintenance Expenses, Major Maintenance Expenditures (as such terms are 
defined in the Master Trust Agreement), and future capital expenditures for the System, as estimated by 
BGE.  Such estimated Operating and Maintenance Expenses, Major Maintenance Expenditures, and future 
capital expenditures relate only to the System, which initially includes only Segment 1, and therefore 
exclude any expenses related to any additional System Segments which may be designated as part of the 
System by the Commission in the future.  Pursuant to the Master Trust Agreement, Revenues are transferred 
to the Operating and Maintenance Account for the purpose of paying Operating and Maintenance Expenses 
for the System after being available to pay debt service on Obligations, including the Bonds and to fund 
certain reserves.  See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS — Funds and 
Accounts — Operating Account” and “— Flow of Funds.”  Pursuant to the Master Trust Agreement, for 
purposes of calculating debt service coverage levels for the Commission’s Toll Rate Covenant and the 
conditions for issuing Additional Obligations, Operating and Maintenance Expenses, Major Maintenance 
Expenditures, and future capital expenditures for the System are not deducted from Revenues (actual or 
Projected Revenues, as applicable).  See “SOURCES OF PAYMENT AND SECURITY FOR THE 
BONDS — Toll Rate Covenant — Maintenance of Rates” and “— Additional Obligations.”  See the 
Engineering Report included as APPENDIX D hereto for the estimated Operating and Maintenance 
Expenses for the System and the estimated Major Maintenance Expenditures for the System.  For the debt 
service requirements with respect to the Bonds, see “SCHEDULE I — DEBT SERVICE 
REQUIREMENTS FOR THE BONDS.” 

After Substantial Completion of Segment 1, the Commission will cause to be filed with the Trustee 
quarterly traffic and operating reports of the Commission by the last day of the second month after each 
fiscal quarter, pursuant to Section 709 of the Master Trust Agreement.  Such reports will include certain 
information regarding the System which may include historical financial information of the System for the 
preceding fiscal quarter and a copy of any revision to the Toll Rate Schedule during the preceding fiscal 
quarter, all as further described in the Master Trust Agreement.  See “APPENDIX C – DEFINITIONS 
AND SUMMARY OF CERTAIN PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE 
FIRST SUPPLEMENTAL AGREEMENT – SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Accurate Records; Reports and Annual Audits.” 

[Remainder of This Page Intentionally Left Blank] 
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SOURCES OF PAYMENT AND SECURITY FOR THE BONDS 

General 

THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST ON THE BONDS ARE 
PAYABLE ONLY FROM THE REVENUES OF THE SYSTEM HELD BY THE TRUSTEE AND 
MONEY HELD BY THE TRUSTEE IN THE FUNDS AND ACCOUNTS CREATED UNDER THE 
TRUST AGREEMENT, ON THE BASIS AND IN THE PRIORITY DESCRIBED THEREIN AND 
HEREIN.  NONE OF THE STATE OF TEXAS, THE COMMISSION, THE DEPARTMENT, OR ANY 
OTHER AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF TEXAS IS OBLIGATED TO 
PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS EXCEPT THE 
COMMISSION SOLELY FROM THE TRUST ESTATE AND CERTAIN FUNDS CREATED UNDER 
THE TRUST AGREEMENT. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF 
THE STATE OF TEXAS OR ANY AGENCY OR POLITICAL SUBDIVISION THEREOF IS PLEDGED 
TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. 
NEITHER THE COMMISSION NOR THE DEPARTMENT HAS ANY TAXING POWER. THE TRUST 
AGREEMENT DOES NOT CREATE A MORTGAGE ON THE SH 249 SYSTEM. 

Under the Master Trust Agreement, the “Trust Estate” consists of (a) all Revenues of the System 
and all rights to receive the same, whether in the form of accounts receivable, contract rights and the 
proceeds of such rights whether now owned or held or hereafter coming into existence, (b) all of the 
Commission’s right, title and interest as a “Beneficiary” for the System under the Master Custodial 
Agreement pursuant to the related joinder agreement among the custodian under such Master Custodial 
Agreement, but not as a “Beneficiary” for any other toll projects, (c) all money, including investment 
earnings, held by the Trustee in the various funds and accounts created under the Master Trust Agreement 
(but excluding moneys on deposit in a purchase fund or redemption account created for the benefit of only 
certain Obligations to be purchased or redeemed, the Rebate Fund, the Major Maintenance Account and 
any amounts held in an account of the Construction Fund that are restricted to another use such as right-of-
way (“ROW”) contribution that may be used only for that purpose) and, to the extent set forth in a 
Supplemental Agreement, any Additional Obligation Security, (d) any insurance proceeds, (e) any 
condemnation proceeds, (f) any liquidated damages for delayed completion under a construction contract 
relating to the acquisition or construction of a System Segment, and (g) all payments received by the 
Commission pursuant to a Credit Agreement, but only to the extent of the terms and provisions of such 
Credit Agreement.   

Under the Master Trust Agreement, “Revenues” of the System consist of (a) the aggregate revenues 
and all other receipts and income collected, received or derived by the Commission from the operation of 
the System in any period, or estimated aggregate revenues and other receipts and income estimated to be 
collected, received or derived by the Commission from the operation of the System in any period and all 
investment income from the Revenue Fund, the Construction Fund (excluding investment income from any 
Capitalized Interest Account within the Construction Fund and any other investment income from the 
Construction Fund that is deposited or estimated to be deposited to the credit of the Interest Accounts), the 
Rate Stabilization Fund and the General Reserve Fund and (b) any other sources of revenues or funds of 
the Commission that the Commission chooses to designate as “Revenues” of the System pursuant to a 
Supplemental Agreement or as designated, from time to time, by a Department Representative in a written 
certificate provided to the Trustee.  Revenues of the System do not include (i) the investment income from 
the Interest Accounts, including any Capitalized Interest Accounts within the Interest Accounts, the 
Principal/Redemption Accounts, the Reserve Accounts and any Capitalized Interest Account within the 
Construction Fund, (ii) any investment income from the Construction Fund which is deposited or estimated 
to be deposited to the credit of the Interest Accounts and (iii) any of the amounts described above collected 
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or received by the Commission and required to be paid to other Persons as revenue sharing payments 
pursuant to an agreement. 

The assets of the System are owned by the Commission or TxDOT acting on the Commission’s 
behalf and neither the Commission nor TxDOT has mortgaged, assigned, or pledged any interest in any 
real or personal property or improvements, including any interest in the System, as security for payment of 
the Bonds or any other Outstanding Obligations other than the pledge of the Trust Estate under the Trust 
Agreement.  The Commission may sell all or a portion of its accounts receivables provided the Commission 
receives fair and reasonable value as determined by a Department Representative.  The Commission may 
create a security interest or lien on or pledge of its accounts receivable component of the Revenues of the 
System and the proceeds thereof securing an obligation of the Commission to repurchase or replace 
accounts receivables sold as long as the aggregate maximum amount secured by any such pledges, liens or 
security interests does not exceed ten percent (10%) of the Revenues of the System of the Fiscal Year 
preceding the creation of such pledge, lien or security interest.  Notwithstanding the foregoing, the 
Commission may sell or otherwise create a security interest lien or pledge in the accounts receivables related 
to video tolling transactions or other tolling transactions that have toll rates greater than the toll rates 
applicable to base electronic transponder transactions so long as the Commission receives an amount not 
less than the revenue the Commission would have received applying the electronic transponder toll rates to 
such transactions.  All amounts received by the Commission from accounts receivables sold shall be 
deposited into the Revenue Fund. 

Special, Limited Obligations 

The Bonds are First Tier Obligations.  The Bonds, together with any Additional First Tier 
Obligations, are special, limited obligations of the Commission and are payable solely from, and equally 
and ratably secured by a first lien on, pledge of and security interest in the Trust Estate including the First 
Tier Reserve Account. 

The Commission may issue in the future Second Tier Obligations or Subordinate Tier Obligations 
under the Master Trust Agreement which, if issued, will also be special, limited obligations of the 
Commission payable solely from, and secured solely by, a lien on, pledge of and security interest in the 
Trust Estate subordinate and junior to the lien on, pledge and security interest in the Trust Estate pledged 
for the security and payment of the First Tier Obligations.  See “APPENDIX C – DEFINITIONS AND 
SUMMARY OF CERTAIN PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE FIRST 
SUPPLEMENTAL AGREEMENT – SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
– Limitations on Other Indebtedness.” 

Consistent with the pledge of and security interest in the Trust Estate, debt service on Obligations, 
including the Bonds, is paid prior to the payment of Operating and Maintenance Expenses.  See “SYSTEM-
RELATED FUNDING OBLIGATIONS OF COMMISSION.” 

Notwithstanding the foregoing, money deposited to the First Tier Debt Service Fund or First Tier 
Reserve Account may not be applied to pay any Obligations other than the designated First Tier 
Obligations; money in the Second Tier Debt Service Fund or Second Tier Reserve Account may not be 
applied to any Obligations other than the designated Second Tier Obligations so long as Obligations of such 
Tier are outstanding; and money in the Subordinate Tier Debt Service Fund or Subordinate Tier Reserve 
Account may not be applied to any Obligations other than the designated Subordinate Tier Obligations so 
long as Obligations of such Tier are outstanding.  

The Trust Estate is pledged to the Trustee pursuant to the Master Trust Agreement for the benefit 
and security of all Owners of First Tier Obligations, Second Tier Obligations and Subordinate Tier 
Obligations, on the basis, and in the priority described herein and therein.  See “– Funds and Accounts – 
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Revenue Fund” for a description of the application and priority of payment for funds deposited therein.  See 
also “APPENDIX C – DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT – SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS.” 

Flow of Funds 

The following diagram generally illustrates the flow of funds framework created by the Master 
Trust Agreement. A complete summary of the flow of funds is included in “APPENDIX C – 
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE MASTER TRUST 
AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT – SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS,” and the following diagram is qualified in its entirety by reference 
to Appendix C hereto.  There are no Additional First Tier Obligations, Second Tier Obligations or 
Subordinate Tier Obligations either Outstanding or being issued concurrently with the issuance of the 
Bonds.   

 

Funds and Accounts 

Master Custodial Agreement; Agreements with Other Tolling Authorities.  TxDOT has entered 
into a Master Lockbox and Custodial Account Agreement, dated as of November 9, 2007 (as amended and 
extended, the “Master Custodial Agreement”), with The Bank of New York Mellon Trust Company, N.A., 
as custodian (the “Custodian”).  The term of the Master Custodial Agreement is currently scheduled to 
expire on November 8, 2022.  Under the Master Custodial Agreement, the following toll revenues are 
deposited into segregated custodial accounts with the Custodian: (i) all toll revenues received from TxDOT 



 

15 
  

TxTag (defined herein) users, including Toll revenues derived from TxTag transponder transactions 
occurring on the System, other toll roads operated by TxDOT and toll roads operated by other toll 
authorities; (ii) all toll revenues received from a third-party transponder issuer in consideration for the use 
of toll roads that are not operated by such third-party transponder issuer, including toll revenues received 
from HCTRA for Toll transactions on the System by customers that have been issued an EZ Tag 
transponder by HCTRA; and (iii) all payments received from invoices mailed to users of toll roads operated 
by TxDOT, including the System.  See “SEGMENT 1 – Payment Methods for Tolls; Enforcement.”  The 
funds received by the Custodian are disbursed on a daily basis to the appropriate beneficiary; however, 
TxTag toll revenues on non-TxDOT owned toll roads are generally distributed by the Custodian on a 
monthly basis under the terms of the Central Interoperability Agreement (as defined herein).  The 
Commission has entered into a joinder agreement with the Custodian to properly account for and disburse 
Revenues of the System, including Toll revenues received from HCTRA and other third-party transponder 
issuers under the Central Interoperability Agreement.  See “THE SYSTEM – Payment Methods for Tolls; 
Enforcement” and “– Interoperability.”  On each business day, the Custodian will transfer to the Trustee all 
Toll revenues deposited into such custodial accounts that constitute available funds and that have been 
reconciled to transactions on the System.  According to the Department, the disbursement of funds under 
the Master Custodial Agreement has operated as expected since the implementation of the agreement in 
2007.  Under the terms of the Master Trust Agreement, funds derived from the operation of the System are 
required to be transferred to the Revenue Fund (described below) on a daily basis, as far as practicable; 
however, interoperability toll revenues held by a third-party transponder issuer (such as HCTRA) are not 
transferred to the Custodian on a daily basis.  See “THE SYSTEM – Interoperability – Central 
Interoperability Agreement,” and “RISK FACTORS – Operating Risks.” 

To the extent now or hereafter authorized by law, the Commission or TxDOT, for the benefit of 
the Commission, may enter into an agreement or consent to any agreements entered into by the Commission 
or TxDOT with any other authority or other similar legal body operating a toll road, whether or not 
connected to the System, for the collection and application of toll charges for trips over all or a portion of 
one or more toll roads, which, on the basis of the revenues to be received under any such agreement, will 
result in the receipt by the Commission (or the Trustee) of the allocable portion of such tolls (less fees and 
expenses associated with such arrangement).  Amounts relating to the System which constitute Revenues 
of the System received by the Commission from such other authority or other similar legal body or pursuant 
to the Master Custodial Agreement, in accordance with such agreement, are required to be deposited with 
the Trustee for credit to the Revenue Fund.   

Revenue Fund.  The Commission has covenanted that all Revenues of the System (except 
investment income from such funds and accounts that constitute a portion of the Revenues of the System, 
other than the Revenue Fund, which shall be retained in such funds and accounts except as otherwise 
required to be transferred as described herein) will be collected by the Commission and deposited daily, as 
far as practicable and within the control of the Commission, with the Trustee for the credit of the Revenue 
Fund, unless a Department Representative certificate is delivered to the Trustee as set forth below (each 
such date, a “Transfer Date”), transfers from the Revenue Fund shall be made to the below-listed funds and 
accounts, in the order of priority in which the funds and accounts are listed below and in the amounts 
specified for such funds and accounts as provided below.   

(1) Rebate Fund; 
 

(2) First Tier Interest Account; 
 

(3) First Tier Principal/Redemption Account; 
 

(4) First Tier Reserve Account; 
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(5) Second Tier Interest Account; 
 

(6) Second Tier Principal/Redemption Account; 
 

(7)  Second Tier Reserve Account; 
 

(8)  Subordinate Tier Interest Account; 
 

(9) Subordinate Tier Principal/Redemption Account; 
 

(10) Subordinate Tier Reserve Account; 
 

(11) Rate Stabilization Fund;  
 

(12) Operating and Maintenance Account; and 
 

(13) General Reserve Fund. 

In recognition that (i) Obligations and the interest thereon, including Payment Obligations, may 
come due on various dates, (ii) First Tier Obligations have a security interest in the Revenues senior to that 
securing the Second Tier Obligations and the Subordinate Tier Obligations, (iii) Second Tier Obligations 
have a security interest in the Revenues senior to that securing the Subordinate Tier Obligations, (iv) Second 
Tier Obligations, or interest thereon, may become due and payable on a date or dates in a Fiscal Year prior 
to the date a First Tier Obligation, or the interest thereon, is due, (v) Subordinate Tier Obligations, or interest 
thereon, may become due and payable on a date or dates in a Fiscal Year prior to the date a First Tier 
Obligation or a Second Tier Obligation, or the interest thereon, is due and (vi) a series of Subordinate Tier 
Obligations may have a priority of payment different than another series of Subordinate Tier Obligations, 
as may be provided in the applicable Supplemental Agreements, the Commission covenants in the Trust 
Agreement that no transfer from the Revenue Fund to any fund or account, other than the First Tier Debt 
Service Fund, will be made in any Fiscal Year unless, in the opinion of a Department Representative (based 
on the Annual Budget for such Fiscal Year) set forth in a certificate of a Department Representative 
delivered to the Trustee on or before the first business day of such Fiscal Year and updated on the date of 
delivery of any Additional Obligations issued during such year, such transfers during such Fiscal Year are 
not anticipated to result in the inability of the Commission to make a later transfer, as required by the Trust 
Agreement, to a fund or account securing Obligations that have a security interest in the Revenues, senior 
to that securing Obligations that are secured by the fund or account into which the transfer is scheduled to 
be made.  If (A) a Department Representative fails to deliver the certificate described in the prior sentence 
for a Fiscal Year, or (B) at any time during a Fiscal Year the Commission determines that transfers from 
the Revenue Fund to any fund or account may result in the inability of the Commission to make a later 
transfer within the six (6) month period from the date of such determination, as required by the Trust 
Agreement, to a fund or account securing Obligations that have a security interest in the Revenues, senior 
to that securing Obligations that are secured by the fund or account into which the transfer is scheduled to 
be made, a Department Representative shall deliver to the Trustee a certificate to that effect, then, in either 
case, for such Fiscal Year (i) transfers from the Revenue Fund to any fund or account shall be made strictly 
in the priority set forth in the immediately preceding paragraph, (ii) such transfers from the Revenue Fund 
shall be made once each month, and (iii) no transfer to a fund or account shall be made until all funds and 
accounts with a higher priority have on deposit therein all amounts to be deposited in such fund or account 
for such Fiscal Year. 

Series 2019A First Tier Reserve Account.  Amounts on deposit in the Series 2019A First Tier 
Reserve Account will be held and used for the purpose of finally retiring the last of the Series 2019A Bonds 
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and/or for paying interest on, maturing Principal of, and mandatory sinking fund redemption price of the 
Series 2019A Bonds to the extent that the moneys held for the credit of the Series 2019A First Tier Reserve 
Account and the Series 2019A First Tier Principal/Redemption Account shall be insufficient for such 
purpose.  When and for so long as the cash, investments and any Reserve Surety Agreement in the Series 
2019A First Tier Reserve Account equal the Series 2019A First Tier Reserve Requirement, no deposits 
need be made to the credit of the Series 2019A First Tier Reserve Account; but, if and when the Series 
2019A First Tier Reserve Account at any time contains less than the Series 2019A First Tier Reserve 
Requirement, the Commission covenants and agrees in the Trust Agreement that the Commission shall cure 
the deficiency in the Series 2019A First Tier Reserve Account by resuming deposits into the Series 2019A 
First Tier Reserve Account in amounts equal to not less than 1/36th of the Series 2019A First Tier Reserve 
Requirement until the balance on deposit in the Series 2019A First Tier Reserve Account has been fully 
restored to the Series 2019A First Tier Reserve Requirement.  Earnings and income derived from the 
investment of amounts held for the credit of the Series 2019A First Tier Reserve Account shall be retained 
in the Series 2019A First Tier Reserve Account until the Series 2019A First Tier Reserve Account contains 
the Series 2019A First Tier Reserve Requirement; thereafter, such earnings and income shall, at the option 
of the Commission, be deposited into the Series 2019A First Tier Interest Account or the Series 2019A 
First Tier Principal/Redemption Account.  See “APPENDIX C – DEFINITIONS AND SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE FIRST 
SUPPLEMENTAL AGREEMENT – SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS.” 

The “Series 2019A First Tier Reserve Requirement” is an amount equal to the lesser of (i) 10% of 
the stated principal amount of the Series 2019A Bonds, as determined on the date of issuance, (ii) the 
maximum annual debt service of all the Series 2019A Bonds, or (iii) 1.25 the average annual debt service 
of the Series 2019A Bonds.  If at any time the money and the principal amount of any Reserve Surety 
Agreement held in the Series 2019A First Tier Reserve Account exceeds the Series 2019A First Tier 
Reserve Requirement, subject to receipt of an opinion of Bond Counsel to the effect that such transfer and 
use will not adversely affect the tax treatment of any Outstanding Series 2019A Bonds, the Commission 
will direct whether such excess money is to be transferred by the Trustee to the credit of the Series 2019A 
First Tier Debt Service Account and used to reduce the principal amount of any Outstanding Series 2019A 
Bonds, or, to the extent that such excess was derived from Revenues, transferred to the Revenue Fund or 
the General Reserve Fund. 

A Reserve Surety Agreement issued in an amount equal to all or part of the Series 2019A First Tier 
Reserve Requirement may be used in lieu of depositing cash into the Series 2019A First Tier Reserve 
Account.  In addition, a Reserve Surety Agreement may be substituted for monies and investments in the 
Series 2019A First Tier Reserve Account if the substitution of the Reserve Surety Agreement will not, in 
and of itself, cause any ratings then assigned to the Series 2019A Bonds by any Rating Agency then 
maintaining a rating on the Series 2019A Bonds, to be lowered, the Reserve Surety Agreement is approved 
by the Texas Attorney General, if then required by State law, and the resolution authorizing the substitution 
of the Reserve Surety Agreement for all or part of the Series 2019A First Tier Reserve Requirement contains 
a finding that such substitution is cost effective.   
 

If (i) the long-term, unsecured credit rating of the issuer of the Reserve Surety Agreement falls 
below the third highest generic rating category (i.e., "A"), without qualifiers, by any Rating Agency then 
maintaining a rating on the Series 2019A Bonds, (ii) the issuer of the Reserve Surety Agreement defaults 
in its payment obligations thereunder, or (iii) the issuer of the Reserve Surety Agreement becomes 
insolvent, the Commission shall within 36 months of such occurrence either, only to the extent Revenues 
of the System are available, (A) deposit into the Series 2019A First Tier Reserve Account an amount 
sufficient to cause the cash and investments on deposit therein to accumulate to the Series 2019A First Tier 
Reserve Requirement, or (B) replace such instrument with a Reserve Surety Agreement meeting the 
requirements of this Section.  Upon such replacement, or funding of the Series 2019A First Tier Reserve 
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Account to the Series 2019A First Tier Reserve Requirement, the Commission may terminate the existing 
Reserve Surety Agreement.  Any cash released from the Series 2019A First Tier Reserve Account as a 
result of deposit of a Reserve Surety Agreement may be used for any purpose authorized by the Trust 
Agreement, as instructed in writing to the Trustee by a Department Representative and subject to receipt 
by the Commission and the Trustee of an opinion of Bond Counsel that such use will not adversely affect 
the tax-exempt status of such Series 2019A Bonds and is permitted by State law. 

Series 2019B First Tier Reserve Account.  Amounts on deposit in the Series 2019B First Tier 
Reserve Account will be held and used for the purpose of finally retiring the last of the Series 2019B Bonds 
and/or for paying interest on, maturing Principal of, and mandatory sinking fund redemption price of the 
Series 2019B Bonds to the extent that the moneys held for the credit of the Series 2019B First Tier Reserve 
Account and the Series 2019B First Tier Principal/Redemption Account shall be insufficient for such 
purpose.  When and for so long as the cash, investments and any Reserve Surety Agreement in the Series 
2019B First Tier Reserve Account equal the Series 2019B First Tier Reserve Requirement, no deposits 
need be made to the credit of the Series 2019B First Tier Reserve Account; but, if and when the Series 
2019B First Tier Reserve Account at any time contains less than the Series 2019B  First Tier Reserve 
Requirement, the Commission covenants and agrees in the Trust Agreement that the Commission shall cure 
the deficiency in the Series 2019B First Tier Reserve Account by resuming deposits into the Series 2019B 
First Tier Reserve Account in amounts equal to not less than 1/36th of the Series 2019B First Tier Reserve 
Requirement until the balance on deposit in the Series 2019B First Tier Reserve Account has been fully 
restored to the Series 2019B First Tier Reserve Requirement.  Earnings and income derived from the 
investment of amounts held for the credit of the Series 2019B First Tier Reserve Account shall be retained 
in the Series 2019B First Tier Reserve Account until the Series 2019B First Tier Reserve Account contains 
the Series 2019B First Tier Reserve Requirement; thereafter, such earnings and income shall, at the option 
of the Commission, be deposited into the Series 2019B First Tier Interest Account or the Series 2019B First 
Tier Principal/Redemption Account.  See “APPENDIX C – DEFINITIONS AND SUMMARY OF 
CERTAIN PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE FIRST 
SUPPLEMENTAL AGREEMENT – SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS.” 

The “Series 2019B First Tier Reserve Requirement” is an amount equal to the lesser of (i) 10% of 
the stated principal amount of the Series 2019B Bonds, as determined on the date of issuance, (ii) the 
maximum annual debt service of all the Series 2019B Bonds, or (iii) 1.25 the average annual debt service 
of the Series 2019B Bonds.  If at any time the money and the principal amount of any Reserve Surety 
Agreement held in the Series 2019B First Tier Reserve Account exceeds the Series 2019B First Tier 
Reserve Requirement, subject to receipt of an opinion of Bond Counsel to the effect that such transfer and 
use will not adversely affect the tax treatment of any Outstanding Series 2019B Bonds, the Commission 
will direct whether such excess money is to be transferred by the Trustee to the credit of the Series 2019B 
First Tier Debt Service Account and used to reduce the principal amount of any Outstanding Series 2019B 
Bonds, or, to the extent that such excess was derived from Revenues, transferred to the Revenue Fund or 
the General Reserve Fund. 

A Reserve Surety Agreement issued in an amount equal to all or part of the Series 2019B First Tier 
Reserve Requirement may be used in lieu of depositing cash into the Series 2019B First Tier Reserve 
Account.  In addition, a Reserve Surety Agreement may be substituted for monies and investments in the 
Series 2019B First Tier Reserve Account if the substitution of the Reserve Surety Agreement will not, in 
and of itself, cause any ratings then assigned to the Series 2019B Bonds by any Rating Agency then 
maintaining a rating on the Series 2019B Bonds, to be lowered, the Reserve Surety Agreement is approved 
by the Texas Attorney General, if then required by State law, and the resolution authorizing the substitution 
of the Reserve Surety Agreement for all or part of the Series 2019B First Tier Reserve Requirement contains 
a finding that such substitution is cost effective.   
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If (i) the long-term, unsecured credit rating of the issuer of the Reserve Surety Agreement falls 
below the third highest generic rating category (i.e., "A"), without qualifiers, by any Rating Agency then 
maintaining a rating on the Series 2019B Bonds, (ii) the issuer of the Reserve Surety Agreement defaults 
in its payment obligations thereunder, or (iii) the issuer of the Reserve Surety Agreement becomes 
insolvent, the Commission shall within 36 months of such occurrence either, only to the extent Revenues 
of the System are available, (A) deposit into the Series 2019B First Tier Reserve Account an amount 
sufficient to cause the cash and investments on deposit therein to accumulate to the Series 2019B First Tier 
Reserve Requirement, or (B) replace such instrument with a Reserve Surety Agreement meeting the 
requirements of this Section.  Upon such replacement, or funding of the Series 2019B First Tier Reserve 
Account to the Series 2019B First Tier Reserve Requirement, the Commission may terminate the existing 
Reserve Surety Agreement.  Any cash released from the Series 2019B First Tier Reserve Account as a 
result of deposit of a Reserve Surety Agreement may be used for any purpose authorized by the Trust 
Agreement, as instructed in writing to the Trustee by a Department Representative and subject to receipt 
by the Commission and the Trustee of an opinion of Bond Counsel that such use is permitted by State law. 

Rate Stabilization Fund.  Amounts on deposit in the Rate Stabilization Fund are intended to 
assure rates and charges to be assessed pursuant to Section 501 of the Master Trust Agreement remain 
competitive and reasonable.  The Commission shall make provision for depositing $10,000,000 from 
proceeds of the Series 2019B Bonds into the Rate Stabilization Fund on the date of issuance of the Bonds.  
In each Fiscal Year, after first having made or provided for the deposits required for rebate, Debt Service 
Funds and Reserve Funds, the Trustee shall transfer from the Revenue Fund on or before the last Business 
Day of each August to the credit of the Rate Stabilization Fund amounts necessary to equal the Rate 
Stabilization Fund Requirement.  In addition to the initial deposit to the Rate Stabilization Fund of 
$10,000,000 from the proceeds of the Series 2019B Bonds, the Trustee shall make annual transfers from 
the Revenue Fund to the Rate Stabilization Fund, to the extent Revenues of the System in such fund are 
available, until an amount equal to an additional $20,000,000 in Revenues has been transferred to the Rate 
Stabilization Fund for a total deposit of $30,000,000 between the initial deposit and the accumulated 
transfers.  Any such transfers will occur after the payment of Debt Service Requirements in August of 
each Fiscal Year but in no event later than the last Business Day of that Fiscal Year.  So long as the Bonds 
remain Outstanding, the Rate Stabilization Requirement will be an amount equal to the greater of the 
$10,000,000 initial deposit plus all Revenues deposited to the Rate Stabilization Fund as required by the 
Master Trust Agreement, or $10,000,000. A Supplemental Agreement may change the Rate Stabilization 
Fund Requirement under the circumstances as described below. Whenever amounts in the Rate 
Stabilization Fund are used to cure a deficiency in the Debt Service Accounts or the Reserve Accounts, 
the Rate Stabilization Fund Requirement shall be reduced by such amount, or to $10,000,000, if such 
reduction would result in a Rate Stabilization Fund balance below $10,000,000. 

 
In the priorities established in the Master Trust Agreement, amounts on deposit in the Rate 

Stabilization Fund (a) shall be transferred by the Trustee to the First Tier Debt Service Fund, the Second 
Tier Debt Service Fund or the Subordinate Tier Debt Service Fund to cure a deficiency therein and (b) upon 
written direction by the Department Representative, may be transferred by the Trustee to any other fund 
under the Master Trust Agreement to be used for any other purpose for which Revenues are permitted to 
be used under applicable law and the Master Trust Agreement, including as a claims payment fund or any 
similar function for any self-insurance program of the Commission.  Use of amounts on deposit in the Rate 
Stabilization Fund for any of the foregoing purposes shall not constitute an Event of Default.  
 

Notwithstanding anything to the contrary in the Master Trust Agreement, the Trustee shall 
replenish the Rate Stabilization Fund to an amount equal to the Rate Stabilization Fund Requirement or 
a lesser amount at such time and in such manner as directed in writing by a Department Representative 
from Revenues of the System. Additionally, notwithstanding anything in the Master Trust Agreement to 
the contrary, the Commission may determine to (i) reduce the Rate Stabilization Fund Requirement to a 
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lesser amount or (ii) eliminate the requirement for the Rate Stabilization Fund and the Rate Stabilization 
Fund Requirement, and, upon such determination and receipt by the Commission and the Trustee of (y) 
written confirmation from each Rating Agency then maintaining a rating on the Bonds that such action 
will not, in and of itself, cause any ratings then assigned to any Outstanding First Tier Obligations or 
Second Tier Obligations to drop below Baa3/BBB-, as applicable, and (z) an opinion of Bond Counsel 
that the use of any released amounts from the Rate Stabilization Fund complies with applicable law, 
the Department Representative shall give written notice to the Trustee of such Commission 
determination and direct the Trustee to transfer any released amounts from the Rate Stabilization Fund 
to the Revenue Fund and, if appropriate, close the Rate Stabilization Fund. 

A Rate Stabilization Fund Obligation may be substituted for all or part of the monies and 
investments in, or required to be deposited in, the Rate Stabilization Fund if the substitution of the Rate 
Stabilization Fund Obligation will not, in and of itself, cause any ratings then assigned to the Obligations 
by a Rating Agency then maintaining a rating on the Bonds, to be lowered, the Rate Stabilization Fund 
Obligation is approved by the Texas Attorney General, if then required by State law, and the resolution 
authorizing the substitution of the Rate Stabilization Fund Obligation for all or part of the Rate Stabilization 
Fund Requirement contains a finding that such substitution is cost effective.   

If (i) the long-term, unsecured credit rating of the issuer of the Rate Stabilization Fund Obligation 
falls below the third highest generic rating category (i.e., "A") of any Rating Agency then maintaining a 
rating on the Obligations, (ii) the issuer of the Rate Stabilization Fund Obligation defaults in its payment 
obligations thereunder, or (iii) the issuer of the Rate Stabilization Fund Obligation becomes insolvent, the 
Commission shall within three months of such occurrence either, only to the extent Revenues are available 
pursuant to this Section, (A) deposit into the Rate Stabilization Fund an amount equal to the amount of the 
Rate Stabilization Fund Obligation or (B) replace such instrument with a Rate Stabilization Fund Obligation 
meeting the requirements of this Section.  Upon such replacement, or funding of the Rate Stabilization Fund 
to the Rate Stabilization Fund Requirement, the Commission may terminate the existing Rate Stabilization 
Fund Obligation in accordance with its terms.  The Trustee shall have no obligation to monitor the credit 
ratings of the issuer of any Rate Stabilization Fund Obligation. 

 
Any cash released from the Rate Stabilization Fund as a result of deposit of a Rate Stabilization 

Fund Obligation may be used for any purpose authorized by State law upon written direction of the 
Department Representative to the Trustee, subject to receipt of an opinion of Bond Counsel that such use 
will not adversely affect the tax-exempt status of any Tax-Exempt Obligations the proceeds of which may 
have funded the cash deposit. 

For additional details regarding the purpose and function of the various funds and accounts 
established pursuant to the Trust Agreement and the flow of revenues through such funds and accounts, see 
“APPENDIX C – DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT– SUMMARY OF 
MASTER TRUST AGREEMENT PROVISIONS.” 

Toll Rates; Rate Covenant; Uniformity of Tolls 

Maintenance of Rates.  The Commission has covenanted in the Master Trust Agreement that it 
will (a) adopt and maintain in effect a Toll Rate Schedule for the System, in substantial conformity with 
the recommendation of the Traffic Consultant and in conformity with the toll rate policy of the Commission, 
including the Toll Rate Escalation Policy (as defined herein) and (b) establish charges for other uses of the 
property constituting a part of the System, such as property leases, designed collectively to produce 
Revenues in each Fiscal Year in an amount at least equal to the sum of (i) and (ii) below as follows: 
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(i) the amounts required to be deposited in the First Tier Reserve Account, the Second Tier 
Reserve Account, the Rate Stabilization Fund and any other fund established by a Supplemental 
Agreement to be funded by Revenues; and 

(ii) the greater of (a), (b), or (c) as follows: 

(a) one hundred forty percent (140%) of the Debt Service Requirements (as defined below) on 
all Outstanding First Tier Obligations; or 

(b) one hundred ten percent (110%) of the Debt Service Requirements on all Outstanding First 
Tier Obligations and all Outstanding Second Tier Obligations; or 

(c) one hundred percent (100%) of the Debt Service Requirements on all Outstanding 
Obligations. 

In making the calculations in (a), (b) and (c) above, the Commission may take into account any 
amounts reasonably expected to be received in the Fiscal Year from or as a result of any Additional 
Obligation Security the Commission has pledged for the benefit of all Obligations or the Obligations of any 
particular Tier or Series; however, if the pledge is not for the benefit of all Obligations, the amounts 
reasonably expected to be received may be taken into account only when making the calculation for the 
affected Obligations. 

In the process of developing and adopting the Toll Rate Schedule for a period or portion of a period 
that constitutes a Construction and Ramp-Up Period for the System and any Construction and Ramp-Up 
Period for additional System Segments, the Traffic Consultant and the Commission may assume that, for 
making the calculations required by clauses (a), (b) and (c) above, Revenues of the System for such period 
include the amounts forecasted to be on deposit in the Rate Stabilization Fund and the General Reserve 
Fund as reflected in the Annual Budget for each Fiscal Year in such period.  In making the Rate Covenant 
calculations described in clauses (a), (b) and (c) above, the Traffic Consultant and the Commission may 
take into account any amounts reasonably expected to be received by the Trustee in the Fiscal Year from 
or as a result of any Additional Obligation Security the Commission has pledged for the benefit of all 
Obligations or the Obligations of any Tier or Series, but, if the pledge is not for the benefit of all Obligations, 
the amounts reasonably expected to be received may only be taken into account when making the 
calculation for the affected Obligations.  The foregoing referred to herein as the “Rate Covenant.”  
Notwithstanding anything in the Master Trust Agreement to the contrary, in the event the Toll Rate 
Schedule set in accordance with the Toll Rate Escalation Policy of the Commission does not produce 
Revenues sufficient to satisfy the Rate Covenant, the Commission shall establish a Toll Rate Schedule 
sufficient to comply with the Rate Covenant. 

The failure of the System in any Fiscal Year to produce Revenues in the amounts contemplated by 
the Rate Covenant, which failure may continue during the succeeding Fiscal Year, shall not constitute an 
Event of Default under the Master Trust Agreement if (i) no Event of Default has occurred due to the 
failure to pay principal or interest on Outstanding Obligations, (ii) the Commission, promptly after 
determining that the requirements of the Rate Covenant were not met, requests that the Traffic Consultant 
make written recommendations as to appropriate revisions to the Toll Rate Schedule necessary or 
appropriate to meet the requirements of the Rate Covenant and furnishes the Trustee with a copy of such 
request and (iii) the Commission complies with the recommendation of the Traffic Consultant with respect 
to the revised Toll Rate Schedule. In addition to any other remedies the Trustee may have under Article 
VIII of the Master Trust Agreement, if the Commission does not comply with the recommendations of the 
Traffic Consultant with respect to the revised Toll Rate Schedule, the Trustee may, and upon the request 
of the Owners of not less than twenty-five percent (25%) in aggregate Principal amount of all the 
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Obligations then Outstanding and upon being indemnified to its satisfaction shall, institute and prosecute 
in a court of competent jurisdiction in Travis County, Texas any appropriate action to compel the 
Commission to revise the Toll Rate Schedule. The Commission covenants that it will adopt and charge 
the Toll Rate Schedule in compliance with any final order or decree entered in any such proceeding. 

In the event that the Traffic Consultant shall fail to file with the Commission such recommendations 
in writing within sixty (60) days after its retention by the Commission, the Trustee may designate and 
appoint a different Traffic Consultant at the expense of the Commission to make recommendations as to an 
adjustment of the Toll Rate Schedule, which recommendations shall be reported in writing to the 
Commission and to the Trustee within sixty (60) days after such retention. Such written report shall for all 
purposes be considered to be the equivalent of and substitute for the recommendations of the Traffic 
Consultant retained by the Commission. 

 
Commission Toll Rate Escalation Policy.  The Commission adopted a toll rate escalation policy 

for the System (the “Toll Rate Escalation Policy”) on December 13, 2018, pursuant to Minute Order No. 
115393.  Under the policy, and subject in all respects to the provisions, requirements and restrictions of the 
Master Trust Agreement, beginning on October 1, 2019 and on each October 1 thereafter (the “Toll 
Escalation Determination Date”), a percentage increase in toll rates charged on all toll facilities that are 
part of the System will be determined in an amount equal to the Toll Rate Escalation Percentage (as defined 
below).  The Toll Rate Escalation Percentage, as calculated on each Toll Escalation Determination Date, 
shall be reported to the Commission each year at or before the Commission's October meeting, beginning 
in 2019. The percentage increase in the toll rates shall be effective automatically on January 1 of the next 
calendar year and implemented by the executive director of the Department, unless the Commission 
affirmatively elects prior to January 1 to modify the Toll Rate Escalation Percentage for purposes of 
satisfying the Rate Covenant.  See “– Maintenance of Rates” above.  If the Commission elects to modify 
the Toll Rate Escalation Percentage, the toll rate increase to be effective on January 1 of the next calendar 
year shall be based on the modified Toll Rate Escalation Percentage. 

For purposes of determining the Toll Rate Escalation Percentage, the following capitalized terms 
have the meanings given below: 

“Toll Rate Escalation Percentage” – a percentage amount equal to the greater of (1) [(CPIt – CPIt-

12)/CPIt-12] and (2) 2.0%. 

“CPIt” – the most recently published non-revised index of Consumer Prices for Urban Wage 
Earners and Clerical Workers, also referred to as CPI-W, before seasonal adjustment (“CPI”), as published 
by the Bureau of Labor Statistics of the U.S. Department of Labor (“BLS”) prior to the Toll Escalation 
Determination Date for which such calculation is being made. The CPI is published monthly and the CPI 
for a particular month is generally released and published during the following month. The CPI is based on 
the expenditures of households included in the more broadly defined “CPI-U,” the measure of the average 
change in consumer prices over time for a fixed market basket of goods and services representing their 
importance in the spending of urban households in the United States. The CPI (CPI-W), however, also 
meets two additional requirements: more than one-half of the household's income must come from clerical 
or wage occupations, and at least one of the household's earners must have been employed for at least 37 
weeks during the previous 12 months. The CPI population represents about 32 percent of the total U.S. 
population and is a subset, or part, of the CPI-U population. The CPI is expressed in relative terms in 
relation to a time base reference period for which the level is set at 100.0. The base reference period for the 
CPI is the 1982-1984 average. 

“CPIt-12” – the CPI (CPI-W) published by the BLS in the month that is 12 months prior to the month 
used to established CPI. 
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If the CPI (CPI-W) is discontinued or substantially altered, as determined in the sole discretion of 
TxDOT, TxDOT will determine an appropriate substitute index or, if no such substitute index is able to be 
determined, the Commission reserves the right to modify its Toll Rate Escalation Policy. 

Uniformity of Tolls; Reduced Tolls and Free Passage.  Pursuant to the terms of the Rate Covenant, 
the Commission has agreed that Tolls will be classified in a reasonable way to cover all traffic, so that the 
Tolls will be uniform in application to all traffic falling within any reasonable class regardless of the status 
or character of any Person participating in the traffic; provided that this agreement of uniformity shall not 
be interpreted to restrict the Commission’s right, in its discretion in connection with its management of the 
System, to establish and maintain flexible Toll Rate Schedules including, but not limited to, provisions for 
utilizing or otherwise taking into account, peak and nonpeak pricing, introductory pricing, vehicle weight, 
number of axles, method of payment, frequency, carpooling, electronic and other Toll collection 
technologies, traffic management systems and similar classifications.  Any change in classification that 
results in a reduced Toll or any new classification shall be subject to the Traffic Consultant approving the 
same before it is implemented unless the same is temporary (i.e., having a duration of less than 30 days 
from the effective date), or a pilot or test program (i.e., having a duration of less than one (1) year from the 
effective date).  In all events, the Commission shall not make a change in classification or any new 
classification unless the Commission determines that such change is not expected to result in the receipt of 
Revenues of the System less than the amounts required to meet the Rate Covenant.  

The provisions of the paragraph above shall not permit the Commission to allow free vehicular 
passage or reduced Tolls over the System within a class, other than its approaches and service roads, or to 
allow any portion of the System to be designated toll-free, except that, in its discretion, the Commission 
may: (1) reduce Tolls through the use of commutation or other tickets or privileges based upon frequency 
or volume if the reduction is expected to result in an increase in the Revenues of the System; (2) grant free 
passage to (a) those persons or vehicles as required by the laws of the State of Texas, (b) authorized 
emergency vehicles, (c) marked, recognizable military vehicles, (d) vehicles registered to disabled veterans, 
Purple Heart recipients, and recipients of the Medal of Honor or such other military honor authorized by 
law and approved by the Commission, (e) TxDOT contractors working on the construction, improvement, 
maintenance, or operation of the System, (f) any vehicle (i) designated by the Department of Public Safety 
as an emergency vehicle during disasters declared by the Governor of Texas and (ii) in the time of a declared 
emergency or natural disaster, as determined by the Executive Director of TxDOT, (g) vehicles that are part 
of certain funeral processions and (h) processions and motorcades for heads-of-state and dignitaries. 

Pursuant to the terms of the Master Trust Agreement, the Commission shall review each of the 
discretionary reduced Toll allowances with the Traffic Consultant before implementing any of them unless 
such toll reduction is temporary (i.e., having a duration of less than thirty (30) consecutive days from the 
effective date) or a pilot or test program (i.e., having a duration of less than one (1) year from the effective 
date).  In addition, in the event the Commission did not meet the Rate Covenant for the preceding Fiscal 
Year, any such reduced toll shall be subject to approval by the Traffic Consultant before it is implemented 
by the Commission, unless the Commission reasonably determines that the circumstances require 
immediate implementation, in which event the Commission shall obtain such approval promptly following 
implementation.  In all events, the Commission shall not reduce Tolls unless the Commission determines, 
based upon an analysis of the Traffic Consultant, that such reduction is not expected to result in the receipt 
of Revenues of the System in amounts less than those required to meet the Rate Covenant. 

Notwithstanding anything in the Master Trust Agreement to the contrary, introductory, free or 
reduced Tolls may be utilized in connection with the opening to the public of any System Segment. 

The Commission adopted the initial Toll Rate Schedule for the System by minute order on 
December 13, 2018.  See “SEGMENT 1 – Toll Rates.” 
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Additional Obligations under the Master Trust Agreement 

Additional First Tier Obligations.  The Commission is authorized under the Master Trust 
Agreement to issue Additional First Tier Obligations in accordance with the requirements of the Master 
Trust Agreement (except in the case of the issuance of refunding First Tier Obligations to refund 
Outstanding Obligations for which Average Annual Debt Service on all First Tier Obligations prior to 
issuance of the proposed First Tier Obligations is greater than the Average Annual Debt Service on all First 
Tier Obligations after the issuance of such proposed First Tier Obligations in which case compliance with 
the revenue certification below by the Traffic Consultant is not required), which requirements include a 
report of the Traffic Consultant to the effect that (A) the Revenues during the preceding annual period 
ending not more than 90 days prior to the date of delivery of the proposed First Tier Obligations were 
sufficient to satisfy the requirements of the Rate Covenant (which report may assume that a revision of the 
Toll Rate Schedule that was approved and implemented by the Commission subsequent to the beginning of 
such annual period had been in effect for the entire annual period), and (B) the Projected Revenues for each 
Fiscal Year over the term of the proposed First Tier Obligations is expected to produce a Projected Debt 
Service Coverage Ratio (excluding any Obligations being refunded) of at least (1) 1.40x with respect to 
Outstanding First Tier Obligations and the First Tier Obligations then proposed to be issued, (2) 1.30x with 
respect to Outstanding First Tier Obligations, Outstanding Second Tier Obligations, and the First Tier 
Obligations and Second Tier Obligations then proposed to be issued, and (3) 1.10x with respect to all 
Outstanding Obligations and the Obligations then proposed to be issued. 

Additional Second Tier Obligations.  The Commission may issue Second Tier Obligations in 
accordance with the requirements of the Master Trust Agreement (except in the case of the issuance of 
refunding Second Tier Obligations to refund Outstanding Obligations for which the Average Annual Debt 
Service of First Tier Obligations and Second Tier Obligations, respectively, prior to the issuance of the 
proposed Second Tier Obligations is greater than the Average Annual Debt Service on all First Tier 
Obligations and Second Tier Obligations, respectively, after the issuance of such Proposed Second Tier 
Obligations in which case compliance with the revenue certification below by the Traffic Consultant is not 
required), which requirements include a report of the Traffic Consultant to the effect that (A) the Revenues 
during the preceding annual period ending not more than ninety (90) days prior to the date of delivery of 
the proposed Second Tier Obligations were sufficient to satisfy the requirements of the Rate Covenant 
(which report may assume that a revision of the Toll Rate Schedule that was approved and implemented by 
the Commission subsequent to the beginning of such annual period had been in effect for the entire annual 
period), and (B) the Projected Revenues for each Fiscal Year over the term of the proposed Second Tier 
Obligations is expected to produce a Projected Debt Service Coverage Ratio (excluding any Obligations 
being refunded) of at least (1) 1.30x with respect to Outstanding First Tier Obligations, Outstanding Second 
Tier Obligations and the First Tier Obligations and Second Tier Obligations then proposed to be issued and 
(2) 1.10x with respect to all Outstanding Obligations and the Obligations then proposed to be issued. 

Additional Subordinate Tier Obligations.  The Commission may issue Subordinate Tier 
Obligations in accordance with the requirements of the Master Trust Agreement (except in the case of the 
issuance of refunding Subordinate Tier Obligations to refund Outstanding Obligations for which the 
Average Annual Debt Service on all First Tier Obligations, Second Tier Obligations and Subordinate Tier 
Obligations, respectively, prior to issuance of the proposed Subordinate Tier Obligations is greater than 
the Average Annual Debt Service on all First Tier Obligations, Second Tier Obligations and Subordinate 
Tier Obligations, respectively, after the issuance of the proposed Subordinate Tier Obligations in which 
case compliance with the revenue certification below by the Traffic Consultant is not required) which 
requirements include a report of the Traffic Consultant to the effect that (A) the Revenues during the 
preceding annual period ending not more than ninety (90) days prior to the date of delivery of the proposed 
Additional Subordinate Tier Obligations were sufficient to satisfy the requirements of the Rate Covenant 
(which report may assume that a revision of the Toll Rate Schedule that was approved and implemented 
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by the Commission subsequent to the beginning of such annual period had been in effect for the entire 
annual period), and (B) the Projected Revenues for each Fiscal Year over the term of the proposed 
Subordinate Tier Obligations is expected to produce a Projected Debt Service Coverage Ratio (excluding 
any Obligations being refunded) of at least 1.10x with respect to all Outstanding Obligations and the 
Obligations then proposed to be issued. 

 
Completion Obligations.  To finance the costs of completion of Segment 1 or any additional 

System Segments, as applicable, the Commission may, without complying with the requirements for the 
issuance of additional bonds test, issue First Tier Obligations, Second Tier Obligations and/or Subordinate 
Tier Obligations in a Principal amount, together with any other First Tier Obligations, Second Tier 
Obligations and Subordinate Tier Obligations, respectively, not in excess of ten percent (10%) of the 
Principal amount of the Obligations issued to finance Segment 1 or any additional System Segments, as 
applicable, if prior to the issuance thereof there is delivered to the Trustee a certificate of the General 
Engineering Consultant stating:  (i) that at the time the Obligations were issued, the Commission had reason 
to believe that the proceeds of such Obligations, together with any other moneys then expected to be 
available, would provide sufficient moneys for the completion of Segment 1 or any additional System 
Segments, as applicable, (ii) the amount estimated to be needed to so complete Segment 1 or any additional 
System Segments, as applicable; and (iii) that the proceeds of all such Completion Obligations to be applied 
to the completion of Segment 1 or any additional System Segments, as applicable, together with a 
reasonable estimate by a Department Representative of (1) investment income to be earned on the proceeds 
of all such Completion Obligations and available to pay such costs, (2) the amount of moneys, if any, 
committed to such completion from available cash or marketable securities and reasonably estimated 
earnings thereon, (3) enumerated bank loans (including letters or lines of credit), and (4) any other moneys 
reasonably expected to be available, will be in an amount not less than the estimated amount needed to 
complete Segment 1 or any additional System Segments, as applicable, set forth in such certificate of the 
General Engineering Consultant.  The Principal amount of the Completion Obligations permitted may 
include the amount required to (i) provide completed and equipped facilities of substantially the same type 
and scope contemplated at the time any such Obligations were originally issued, (ii) provide for capitalized 
interest during the period of construction, (iii) provide the required deposit, if any, in any permitted reserve 
fund and (iv) pay the costs and expenses of issuing such First Tier Obligations being issued as Completion 
Obligations. 

 
 See “APPENDIX C – DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT” for additional 
information regarding the issuance of Obligations including additional First Tier Obligations, Second Tier 
Obligations and Subordinate Tier Obligations. 

THE SH 249 CORRIDOR 

General 

SH 249 is an approximately 27-mile existing roadway located in the greater City of Houston, Texas 
metropolitan area from Interstate 45 (Harris County) to FM 1774 in Pinehurst, Texas (Montgomery 
County).  Segment 1, Segment 2, Segment 3, Segment 4 and Segment 5 are collectively referred to herein 
as the “SH 249 Corridor”. For illustrations depicting SH 249 and each of Segment 1, Segment 2, Segment 
3, Segment 4, and Segment 5, see the maps on pages ii-iii of this Official Statement. 

The purpose of the SH 249 Extension is to improve overall mobility and accessibility within the 
tri-county area of the SH 249 Extension by linking growing suburban communities with major roadways, 
and thereby address (i) current, inefficient connections between suburban communities and major and 
minor roadways, (ii) increasing demand from population and economic growth in the area of the SH 249 
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Extension, and (iii) growing safety concerns over the effect increased congestion may have on emergency 
evacuations (particularly hurricane evacuations). 

Segment 1 (TxDOT) 

Segment 1 of the SH 249 Corridor, which will initially comprise the entire SH 249 System, is 
anticipated to be an approximately 15-mile new four-lane (two in each direction) limited-access Tolled 
highway segment to be located between FM 1774 in Pinehurst, Texas (Montgomery County) and FM 1774 
near Todd Mission, Texas (Grimes County), as more particularly described herein under “THE SH 249 
SYSTEM – Segment 1” and in the Engineering Report included as APPENDIX D hereto.  Proceeds of the 
Bonds, together with other funding sources described herein, will be used to fund the Cost of the design 
and construction of Segment 1.  See “PLAN OF FINANCE.”  The design, construction, operation and 
maintenance of Segment 1 is governed by the Design-Build Agreement and Capital Maintenance 
Agreement executed by the Department in connection with the design, construction, operation and 
maintenance of both Segment 1 and Segment 2.  See “SEGMENT 1 — Design-Build Agreement” and “— 
Capital Maintenance Agreement.” 

Segment 2 (TxDOT) 

Segment 2 is anticipated to be an approximately 11-mile new two-lane (one in each direction) at-
grade non-tolled highway segment to be located between FM 1774 near Todd Mission, Texas (Grimes 
County) and SH 105 near Navasota, Texas (Grimes County) to serve as a northerly extension of SH 249 
from the northern terminus of Segment 1.  Segment 2 is not part of the SH 249 System.  The design, 
construction, operation and maintenance of Segment 2 is governed by the Design-Build Agreement and 
Capital Maintenance Agreement executed by the Department in connection with the design, construction, 
operation and maintenance of both Segment 1 and Segment 2.  See “SEGMENT 1 — Design-Build 
Agreement” and “— Capital Maintenance Agreement.”  Subject to the appropriation of funds by the State 
Legislature in a manner that would allow their use, the Department is using other lawfully available funds 
for the design, construction, operation, and maintenance of Segment 2; not the proceeds of the Bonds or 
Toll revenues of the SH 249 System.  Construction of Segment 2 began in limited areas in October 2018, 
and full construction of Segment 2 is anticipated to begin in April 2019.  Segment 2 is anticipated to be 
fully opened to traffic in September 2022. 

Segment 3 (Montgomery County) 

Segment 3 is owned and operated by Montgomery County and is being constructed to be an 
approximately 3-mile new 4-lane (2 in each direction) limited-access tolled highway segment to be located 
between the Harris County/Montgomery County line and FM 1774 in Pinehurst, Texas (Montgomery 
County) to serve as an expansion of the existing SH 249 through the addition of tolled main lanes next to 
the existing signalized non-tolled frontage lanes along Segment 3.  Segment 3 is not part of the SH 249 
System.  Any toll revenues or other revenues generated by the operation of Segment 3 are not security 
for the Bonds and are not available to pay debt service on the Bonds.  Pursuant to the Montgomery 
County Agreement, MCTRA is financing, designing, constructing, operating and maintaining Segment 3.  
The Department will maintain the signalized non-tolled frontage roads adjacent to Segment 3.  Construction 
of Segment 3 began in the spring of 2018, and Segment 3 is anticipated to be opened to traffic in March 
2020, with MCTRA-operated toll collection beginning when Segment 3 is opened to traffic. 

The Montgomery County Agreement required Department approval of the design plan for Segment 
3 prior to the commencement of Segment 3’s construction.  MCTRA awarded SpawGlass, Inc., a traditional 
design-bid-build contract for the design and construction of Segment 3.  MCTRA will use toll revenues 
generated by Segment 3 to finance the design, construction, operation and maintenance of Segment 3.  
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MCTRA has agreed to cooperate with the Department to establish a toll setting and escalation structure and 
toll operations policy for Segment 3.  The Montgomery County Agreement authorized MCTRA’s use of 
State-owned ROW needed for Segment 3 in exchange for MCTRA’s reimbursement to the Department for 
the actual cost of acquiring such ROW in the amount of $3,867,206.  For so long as Segment 3 is operated 
and maintained by MCTRA as part of the Montgomery County toll road system, Segment 3 will not be 
designated as part of the State Highway System. 

Segment 4 (Harris County) 

Segment 4 is owned and operated by Harris County and is anticipated to be an approximately 2.2-
mile new 6-lane (3 in each direction) limited-access tolled highway segment to be located between FM 
2920 in Tomball, Texas (Harris County) and the Harris County/Montgomery County line to serve as an 
expansion of the existing SH 249 through the addition of tolled main lanes next to the existing signalized 
non-tolled frontage lanes along Segment 4.  Segment 4 is not part of the SH 249 System.  Any toll 
revenues or other revenues generated by the operation of Segment 4 are not security for the Bonds 
and are not available to pay debt service on the Bonds.  Pursuant to the Harris County Agreement, 
HCTRA will finance, design, construct, operate and maintain Segment 4, and the Department will maintain 
the signalized non-tolled frontage roads adjacent to Segment 4.  Construction of Segment 4 began in March 
2017, and Segment 4 is anticipated to be opened to traffic in January 2020, with HCTRA-operated toll 
collection beginning when Segment 4 is opened to traffic.   

The Harris County Agreement required Department approval of the design plan for Segment 4 prior 
to the commencement of Segment 4’s construction.  HCTRA awarded Webber a traditional design-bid-
build contract for the design and construction of Segment 4.  HCTRA will use toll revenues generated by 
Segment 4 to finance the design, construction, operation and maintenance of Segment 4.  The Harris County 
Agreement authorized HCTRA’s use of State-owned ROW needed for Segment 4 in exchange for 
HCTRA’s reimbursement to the Department for the actual cost of acquiring such ROW in the amount of 
$1,922,576.  For so long as Segment 4 is operated and maintained by HCTRA as part of the Harris County 
toll road system, Segment 4 will not be designated as part of the State Highway System. 

Segment 5 (Harris County) 

Segment 5 is owned and operated by Harris county and is an existing 4.4-mile 6-lane (3 in each 
direction) limited-access tolled highway segment currently open to traffic, located between Northpointe 
Boulevard  and FM 2920 in Tomball, Texas (Harris County), and owned and operated by Harris County, 
acting by and through HCTRA.  Segment 5 is not part of the SH 249 System.  Any toll revenues or other 
revenues generated by the operation of Segment 5 are not security for the Bonds and are not available 
to pay debt service on the Bonds.  For so long as Segment 5 is operated and maintained by HCTRA as 
part of the Harris County toll road system, Segment 5 will not be designated as part of the State Highway 
System. 

THE SH 249 SYSTEM 

General 

The Commission has currently designated Segment 1 as comprising the SH 249 System pursuant 
to the terms of the Master Trust Agreement.  Segment 1 will be the first and initially the only System 
Segment.  Additional information with respect to the SH 249 System is set forth below.  For additional 
information regarding the design, construction, operation and maintenance of Segment 1, see “SEGMENT 
1”. For historical financial information of the Commission, see “APPENDIX A – THE TEXAS 
DEPARTMENT OF TRANSPORTATION AND THE STATE HIGHWAY FUND.”   
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Segment 1 

Segment 1 of the SH 249 Corridor will be the first and initially the only System Segment of the SH 
249 System.  The design, construction, operation and maintenance of Segment 1 is governed by the Design-
Build Agreement and Capital Maintenance Agreement executed by the Department in connection with the 
design, construction, operation and maintenance of both Segment 1 and Segment 2.  See “SEGMENT 1 — 
Design-Build Agreement and “— Capital Maintenance Agreement.”  Construction of Segment 1 began in 
October 2017, and Segment 1 is anticipated to be fully opened to traffic in July 2021, with Department-
operated toll collection beginning in July 2021.  See “SEGMENT 1.”  Proceeds of the Bonds, together with 
other funding sources described herein, will be used to fund the Cost of the design and construction of 
Segment 1.  See “PLAN OF FINANCE.” 

Expansion or Extension of the System 

The System will include any future System Segment constructed or acquired to expand, enlarge or 
extend the System, any existing roads, bridges, tunnels or other facilities that the Commission designates 
as part of the System by official action of the Commission, which action may be included in any order 
adopted by the Commission, including any order authorizing Obligations or in any Supplemental 
Agreement, in accordance with Texas Transportation Code, Chapter 228, as amended.  As part of its 
mission, the Commission studies and evaluates a range of potential future projects that may benefit and 
improve transportation within the area of its member Counties, including any future projects undertaken to 
expand the System.  The Commission currently has no plans to expand the System. 

SEGMENT 1 

General 

Segment 1 of the SH 249 Corridor will be the first and initially the only System Segment of the SH 
249 System.  Segment 1 is anticipated to be an approximately 15-mile new four-lane (two in each direction) 
limited-access tolled highway segment to be located between FM 1774 in Pinehurst, Texas (Montgomery 
County) and FM 1774 near Todd Mission, Texas (Grimes County), as more particularly described in the 
Engineering Report included as APPENDIX D hereto.  Segment 1 will include intermittent two-lane, non-
tolled, one-way frontage roads alongside the highway segments.  Proceeds of the Bonds, together with other 
funding sources described herein, will be used to fund the Cost of the design and construction of Segment 
1.  See “PLAN OF FINANCE.” 

Development of Segment 1 

The final design for Segment 1 is completed in phases just before the corresponding construction 
phase is scheduled to begin.  Construction of Segment 1 began in October 2017, and Segment 1 is 
anticipated to be fully opened to traffic in July 2021, with Department-operated toll collection beginning in 
July 2021. 

Construction of Segment 1 

Segment 1 will be constructed utilizing a fixed price, lump sum contract (the “Design-Build 
Agreement”), between the Department and the DB Contractor, dated as of October 3, 2017, that obligates 
the DB Contractor to perform all work necessary to construct Segment 1 by the deadlines set forth therein, 
for the Segment 1 Total Price (as defined herein), subject only to certain specified limited exceptions set 
forth in the Design-Build Agreement. 
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The Commission selected the DB Contractor pursuant to a competitive bid process wherein the DB 
Contractor was identified as submitting the best value bid.  See “THE SH 249 PROJECT – Design-Build 
Agreement – The DB Contractor.”  All bidders met the Department’s prequalification requirements and the 
bids were evaluated on price.  See “— Design-Build Agreement” below.  Pursuant to the Design-Build 
Agreement, the DB Contractor will design and construct both Segment 1 and Segment 2 as the “Project,” 
as such term is defined in the Design-Build Agreement. 

Design-Build Agreement 

The Design-Build Agreement contains the representations, commitments and obligations of the DB 
Contractor and the Department related to the development, design, and construction of the Project.  Set 
forth below is a summary of certain provisions of the Design-Build Agreement.  This summary is qualified 
in its entirety by reference to the Design-Build Agreement, a copy of which is available on the Department’s 
website at the following address:  http://ftp.dot.state.tx.us/pub/txdot-info/spd/cda/sh249/rfp/executed-
agreements/dba.pdf.  The foregoing link is not incorporated by reference, either expressly or by implication, 
into this Official Statement.  All capitalized terms used in the following summary and not otherwise defined 
herein shall have the meaning assigned to them in the Design-Build Agreement. 

The DB Contractor.  WBCCI, LLC (the “DB Contractor”), a Texas limited liability company, is 
a wholly-owned subsidiary of Williams Brothers Construction Company, Inc. (“WB”).  The Project is a 
sole venture of the DB Contractor, with WB acting as guarantor of the DB Contractor’s performance 
pursuant to the Design-Build Agreement (see “— Guaranty” below). 

WB has been in continuous business since 1955.  Currently, WB is engaged on approximately $3.1 
billion in contracted projects with TxDOT in the Houston, Bryan, Beaumont, San Antonio and Ft. Worth 
districts of TxDOT (exclusive of the Project), and is approximately 61% built out on such projects.    

Doug Pitcock, PE, is Chairman and CEO of WB and has been with WB since its inception.  Bob 
Lanham, PE, is President of WB and has been with WB since 1985.  David Casteel, PE, DBIA is Vice-
President of WB and serves as the Project Manager for the Project.  David has more than 34 years of heavy 
highway experience including nearly 30 years with TxDOT with service as a District Engineer and Assistant 
Executive Director before joining WB after his retirement from TxDOT. 

WB has gained and maintained considerable experience and expertise in heavy highway 
construction.  With over 2,000 employees and a vertically integrated business model including crushers, 
concrete and hot mix plants, a fleet of trucks, a pre-casting operation and experienced supervisors, WB’s 
goal is to continually provide excellent value to TxDOT and other clients.  WB has recently completed two 
successful design-build projects in San Antonio, one for TxDOT and one for a regional mobility authority.  

Contract Price.  Pursuant to the Design-Build Agreement, the Department will pay to the DB 
Contractor a fixed price of approximately $362.6 million (the “Segment 1 Total Price,”) for the 
development, design and construction of Segment 1.  See “ESTIMATED SOURCES AND USES OF 
FUNDS.”  The Department issued the Option Notice to Proceed for the Option Work on January 19, 2018.  
The total fixed Price for the development, design and construction of the Project pursuant to the Design-
Build Agreement is approximately $562.9 million (which is the Segment 1 Total Price of approximately 
$362.6 million plus the Segment 2 Price of approximately $200.3 million), as such amount may be adjusted 
from time to time pursuant to the terms of the Design-Build Agreement.  The Price will be paid in monthly 
progress payments, with certain lump-sum mobilization payments due upon the occurrence of certain 
events.  In order to reduce the risk of cost overruns, the Design-Build Agreement includes restrictions 
affecting the DB Contractor’s ability to make claims for an increase to the Price or an extension of the 
deadlines for completion of the work.  The total amount due to the DB Contractor under the Design-Build 
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Agreement may be increased or decreased by a change order, including for the Department-initiated 
changes in the scope of work, differing site conditions, defined force majeure events and certain previously 
unidentified utilities that result in an increase in certain costs over specified threshold amounts. 

Scope of Work.  The DB Contractor is required to furnish all design and other services, provide all 
materials, equipment and labor and undertake all efforts necessary or appropriate (excluding only those 
materials, services and efforts which the contract documents expressly specify will be undertaken by the 
Department or other persons) to design and construct the Project and maintain the Project during 
construction in accordance with the requirements of the Design-Build Agreement.  The DB Contractor will 
perform all ROW acquisition services other than those related to condemnation that are required to be 
performed by the Attorney General of the State for ROW needed for the Project that is not acquired by the 
Department.  See “— Right-of-Way” below. 

The DB Contractor is responsible for performing, or causing to be performed, at the DB 
Contractor’s expense (other than costs for betterments, new and certain unidentified utilities), each and 
every adjustment of utilities including all coordination, design, design review, permitting, construction, 
inspection, payment, maintenance of records, and work necessary for relinquishment of existing utility 
property interests, preparation of utility joint use agreements, and acquisition of new property interests 
required for reinstallation of a utility in a new location.  The DB Contractor bears all risks for delays due 
to unidentified utilities (other than new utilities that were installed in the NEPA ROW after the proposal 
due date).  In addition, the DB Contractor bears all risks for delays due to any failure of a utility owner to 
cooperate for up to 90 days; past 90 days of delay to the Critical Path, if the DB Contractor demonstrates 
that it has made diligent efforts to obtain the utility owner’s cooperation, the DB Contractor may be entitled 
to a time extension of one day for each two days of delay to the Critical Path.  See “— Utility Adjustments 
and Relocations” below. 

Completion Deadlines.  Pursuant to the terms of the Design-Build Agreement and associated 
change orders, the DB Contractor is required to achieve substantial completion of Segment 1 within 1,258 
calendar days after the issuance of the first notice-to-proceed (“NTP1”) for Segment 1.  The DB Contractor 
is required to achieve substantial completion of Segment 2 within 1,160 after the issuance of NTP1 for 
Segment 2.  The Segment 1 NTP1 authorizes the DB Contractor to prepare the Project Management Plan 
(as defined in the Design-Build Agreement) for submittal and to obtain approval by the Department of the 
plan and authorizes the DB Contractor to enter the Project ROW in order to conduct surveys and site 
investigations, including geotechnical, hazardous materials and utilities investigations, to develop 
subcontracts, obtain title commitments, and perform appraisal research and to commence negotiating utility 
agreements with utility owners.  The Segment 1 NTP1 was issued by the Department on October 4, 2017; 
and, accordingly, the DB Contractor is obligated to obtain substantial completion of Segment 1 by March 
2021, which date is subject to extension for change orders, as further described below.   

The “Limited Segment 1 NTP” was issued to the DB Contractor on October 25, 2017.  Limited 
Segment 1 NTP authorizes the DB Contractor to perform limited preliminary design and initial construction 
for clearing in Segment 1.  Segment 1 NTP2, authorizing all other work for Segment 1, was issued to the 
DB Contractor on March 15, 2018.  The Department issued Limited Design NTP on June 7, 2018 for limited 
preliminary design on Segment 2.  The Department issued Limited Construction NTP on October 15, 2018 
for initial construction within specified areas of Segment 2.  The Department anticipates issuing Segment 
2 NTP2, authorizing all other work for Segment 2, on or before April 2019. 

Liquidated Damages.  The DB Contractor is liable for and will pay to the Department liquidated 
damages with respect to any failure to achieve substantial completion and final acceptance for any portion 
of the Project by the applicable completion deadline.  The amounts of such liquidated damages for delays 
to substantial completion are as follows:  for “Section 1A” (which is the southern portion of Segment 1 
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connected to Segment 3), $17,000 for each day after the applicable substantial completion deadline and 
through the date of substantial completion, but not to exceed 365 days; for “Section 1B” (which is the 
northern portion of Segment 1 connected to Segment 2), $19,000 for each day after the applicable 
substantial completion deadline and through the date of substantial completion, but not to exceed 365 days; 
and for Segment 2, $14,000 for each day after the applicable substantial completion deadline and through 
the date of substantial completion, but not to exceed 365 days.  The amounts of liquidated damages for 
delays to final acceptance are as follows: for Section 1A, $7,000 per day for each day after the final 
acceptance deadline and through the date of the final acceptance; for Section 1B, $11,000 per day for each 
day after the final acceptance deadline and through the date of the final acceptance; and for Segment 2, 
$9,000 per day for each day after the final acceptance deadline and through the date of the final acceptance.  
The DB Contractor is also liable for liquidated damages with respect to any failure to complete the toll zone 
work (areas around gantries) by the applicable deadline.  The amounts of such liquidated damages are 
$17,000 for Section 1A and $19,000 for Section 1B for each day after the applicable completion deadline 
through the date completion of the toll zone work actually occurs.   

Incentives for Early Completion.   The Department agrees to pay DB Contractor a bonus for early 
completion of Section 1A in the amount of $1,140,000 if DB Contractor reaches substantial completion of 
Section 1A within 950 days from issuance of NTP1.  DB Contractor is not entitled to such bonus amount 
or any pro-rated portion thereof if substantial completion of Section 1A is not reached within 950 days from 
issuance of NTP1.  The Design-Build Agreement does not provide for an early completion bonus relating 
to Section 1B. 

Payment and Performance Bonds.  The DB Contractor is required to provide payment, 
performance, retainage and warranty bonds to the Department, securing the DB Contractor’s obligations 
under the Design-Build Agreement and to maintain such bonds in full force and effect.  The initial amount 
of each of the payment and performance bonds was $23,700,000, respectively, at the time of issuance of 
NTP1, and each of the payment and performance bonds was required to be increased to $281,265,330 at 
the time of issuance of Segment 1 NTP2 and to be increased to $420,404,237 (which amount exceeds the 
currently estimated cost to complete the Project) upon issuance of Segment 2 NTP2, Limited Design NTP 
or Limited Construction NTP.  At the time of issuance of Option NTP, each of the payment and performance 
bonds was required to be increased by an additional $20,383,155. The amount of the warranty bond at final 
acceptance of Segment 1 is 10% of the total contract price.  Upon final acceptance of Segment 2 by the 
Department, the warranty obligations for Segment 2 will be added to the warranty bond by rider without 
any change in penal sum.   

Insurance.  The DB Contractor is required to provide certain insurance coverages that are set forth 
in Exhibit 14 to the Design-Build Agreement.  The Department will be listed as additional insureds on all 
insurance policies except for professional liability.   

Guaranty.  WB is the guarantor of the DB Contractor’s obligations under the Design-Build 
Agreement pursuant to a guaranty dated October 3, 2017.  The guaranty assures performance of the DB 
Contractor’s obligations, and DB Contractor is required to maintain the guaranty in full force and effect 
through the duration of the Design-Build Agreement and so long as any obligations of DB Contractor 
remain outstanding.  If at any time during the term of the Design-Build Agreement the total combined 
tangible net worth of the DB Contractor and its equity members and any guarantors is less than $150 
million, the DB Contractor is required to provide one or more additional guarantees so that such combined 
tangible net worth of the DB Contractor, its equity members and guarantors is at least $150 million. 

Price Increases and Time Extensions.  The Department and the DB Contractor are at risk for any 
hazardous substance costs as follows:  the first $3 million of costs are the DB Contractor’s responsibility; 
costs greater than $3 million up to $4.5 million are shared equally between the Department and the DB 
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Contractor; and costs greater than $4.5 million are the Department’s responsibility.  The Department is at 
risk for certain defined force majeure events and is required to provide certain cost and/or time relief for 
necessary changes in basic configuration, certain ROW acquisition delays, differing site conditions, delays 
to notices to proceed, and changes to the Project initiated by the Department.   

Right-of-Way.  The Department is responsible for all costs associated with purchasing the ROW 
shown in the final design plans for the Design-Build Agreement including capital costs of the individual 
parcels, relocation costs, and costs associated with consultant provided acquisition services.  See “— Right-
of-Way” below and “RISK FACTORS — Construction Delays and Cost Increases of the Project.”  

The DB Contractor’s Warranties.  Pursuant to the Design-Build Agreement and subject to the 
terms thereof, the DB Contractor has made certain warranties with respect to the work performed or to be 
performed for Segment 1.  See “— Warranties” below. 

DB Contractor Default.  The Design-Build Agreement provides that certain events or breaches by 
the DB Contractor are the “DB Contractor Defaults” under the Design-Build Agreement, including the 
failure to commence and complete work on time, the failure to comply with the Design-Build Agreement 
and other contract documents, and the occurrence of certain bankruptcy-related events or of an event of 
default under the Capital Maintenance Agreement.  Certain DB Contractor Defaults entitle the DB 
Contractor to receive notice and opportunity to cure within certain time periods.   

Remedies.  At the end of any notice and cure period, the Department may declare that an “Event 
of Default” has occurred and shall then have the right to terminate the Design-Build Agreement or a portion 
thereof, deduct certain amounts from payments due to the DB Contractor, perform the DB Contractor’s 
obligations under the Design-Build Agreement and other contract documents and exercise any other rights 
and remedies available under the Design-Build Agreement or available at law or in equity, including 
making demand upon and enforcing the payment, performance and warranty bonds, as applicable.  The 
Department may direct the Surety to complete the Design-Build Agreement or may enter into an agreement 
for the completion of the Design-Build Agreement with another contractor or the Surety, or use such other 
methods as may be required for the completion of the work and the requirements of the Design-Build 
Agreement. 

The DB Contractor and any guarantors are jointly and severally liable to the Department for all 
costs reasonably incurred by the Department or any person acting on the Department’s behalf in completing 
the work or having the work completed by another person.  In addition to collecting liquidated damages, 
the Department may terminate the Design-Build Agreement for default if there are delays to a substantial 
completion date and there is no approved recovery schedule showing completion within 180 days after the 
then current substantial completion date.   

Termination.  The Department may, at any time, terminate the Design-Build Agreement and the 
performance of the work by the DB Contractor, in whole or in part, if the Department determines, in its 
sole discretion, that a termination is in the Department’s best interest.  The DB Contractor may conditionally 
terminate the Design-Build Agreement if (a) either Segment 1 NTP2 or Limited Segment 1 NTP is not 
issued within 270 days after the issuance of NTP1 or (b) any of Segment 2 NTP2, Limited Design NTP or 
Limited Construction NTP is not issued by 1160 days after the issuance of NTP1.  The DB Contractor also 
may terminate the Design-Build Agreement for non-payment of more than 180 days. 

Capital Maintenance Agreement 

Pursuant to the Master Trust Agreement, the Department has covenanted to maintain and operate 
the System.  See “APPENDIX C — DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF 
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THE TRUST AGREEMENT — SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS — 
Use and Operation of the System.”  To assist in fulling its maintenance and operating obligations, the 
Department has entered into a Capital Maintenance Agreement (the “Capital Maintenance Agreement”), 
between the Department and the DB Contractor, dated as of October 3, 2017.  The Capital Maintenance 
Agreement contains the representations, commitments and obligations of the DB Contractor and the 
Department related to the maintenance of, and capital expenditures relating to, both Segment 1 and Segment 
2.  The Department must continue to maintain and operate the System regardless of whether the DB 
Contractor performs its obligations under the Capital Maintenance Agreement. 

Pursuant to the Capital Maintenance Agreement, the DB Contractor will be responsible for the 
maintenance of pavement, drainage, structures, earthworks, embankments and cuttings of Segment 1 and 
Segment 2 for an initial five-year term (subject to the Department’s issuance of a maintenance notice to 
proceed to the DB Contractor) with two additional five-year terms at the Department’s option.  Should the 
Department fail to issue the maintenance notice to proceed for the first five-year term, the Capital 
Maintenance Agreement will be deemed terminated for convenience and the Department will be responsible 
for certain costs relating to termination up to a maximum of $1 million.  The DB Contractor is required to 
maintain the Project in accordance with the standards prescribed in the Capital Maintenance Agreement.  
The DB Contractor is required to provide either a letter of credit or payment and performance bonds to the 
Department securing the DB Contractor’s obligations under the Capital Maintenance Agreement and 
maintain such security in full force and effect.  If at any time during the term of the Capital Maintenance 
Agreement the total combined tangible net worth of the DB Contractor and its equity members and any 
guarantors is less than $75 million, the DB Contractor is required to provide one or more additional 
guarantees so that such combined tangible net worth is at least $75 million.  

This summary is qualified in its entirety by reference to the Capital Maintenance Agreement, a 
copy of which is available on the Department’s website at the following address:  
http://ftp.dot.state.tx.us/pub/txdot-info/spd/cda/sh249/rfp/executed-agreements/cma.pdf.  The foregoing 
link is not incorporated by reference, either expressly or by implication, into this Official Statement.   

After the end of the term of the Capital Maintenance Agreement, or if the Capital Maintenance 
Agreement is otherwise terminated according to its terms, the Department expects to utilize maintenance 
contracts with private sector firms, interlocal agreements with political subdivisions, or any combination 
thereof authorized by law, to provide roadway and related facilities maintenance of Segment 1. 

Right-of-Way 

The Department is responsible for all costs associated with purchasing the ROW shown in the final 
design plans for the Design-Build Agreement including capital costs of the individual parcels, relocation 
costs, and costs associated with consultant provided acquisition services.  The Department has committed 
to providing the DB Contractor access to the project ROW for Segment 1 by certain dates specified within 
the Design-Build Agreement.  Delays in ROW acquisition may restrict the DB Contractor’s access to the 
Project site, potentially delaying critical path activities.  Pursuant to the Design-Build Agreement, in the 
event the Department does not make all other ROW necessary for Segment 1 available to the DB Contractor 
by the dates specified within the Design-Build Agreement, the DB Contractor may be entitled to request 
additional compensation or time extensions.  The Department has begun ROW acquisition activities for 
Segment 1.  See “RISK FACTORS — Construction Delays and Cost Increases of the Project.”  

Pursuant to the Design-Build Agreement, the Department is obligated to make available to the DB 
Contractor approximately 710 acres of ROW for the construction of Segment 1.  As of January 23, 2019, 
title to or access rights to approximately 710 acres (or approximately 100%) of the ROW necessary for the 
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construction of Segment 1 either has been acquired by the Department or has been secured through an 
option to purchase agreement with the respective owner. 

For additional information regarding the ROW necessary for the construction of Segment 1, see 
the Engineering Report included as APPENDIX D hereto.  For additional information regarding the 
Department’s and the DB Contractor’s responsibilities under the Design-Build Agreement with respect to 
the ROW for Segment 1, see “— Design-Build Agreement — Right-of-Way.” 

Utility Adjustments and Relocations 

Construction of Segment 1 will require the relocation, adjustment, or removal of utility facilities.  
Under the Design-Build Agreement and subject to certain exceptions set forth therein, the DB Contractor 
has agreed to be fully responsible for ascertaining the existence and exact location and size of all utility 
facilities affected by Segment 1.  The Department has performed field surveying and subsurface utility 
engineering for the Project and a number of utilities in locational conflict with the proposed Segment 1 
improvements were identified including electric transmission and distribution lines, gas lines, 
communication lines, and water lines. The Department is providing relocation design for the publicly-
owned utilities that are impacted by Segment 1.  The DB Contractor is responsible for relocating these 
public utilities during construction. 

The Department initiated the adjustment of all of the privately-owned utilities impacted by Segment 
1.  Relocation design and construction will be performed by the utility owners with 100% reimbursement 
from the Department.  The standard Department relocation and utility agreement process will be followed, 
including written directives to the utility owners to relocate.  The Department has executed relocation 
agreements with 12 of the 29 privately owned utilities impacted by Segment 1, and the Department 
anticipates executing relocation agreements with the 17 remaining utilities by January 2020.  The 
Department anticipates completing all private utility relocations within the timeframes specified in the 
Design-Build Agreement.  

For additional information regarding the utility adjustments and relocations necessary for the 
construction of Segment 1, see the Engineering Report included as APPENDIX D hereto. 

Warranties 

Pursuant to the Design-Build Agreement and subject to the terms thereof, the DB Contractor has 
made certain warranties with respect to the work performed or to be performed for Segment 1.  The period 
of such warranties for each of Section 1A and Section 1B commences on the date of substantial completion 
for the section and continues through one year after the date of Final Acceptance of the section.  The 
warranties also apply to work that is corrected or redone during the initial warranty period provided the 
warranties for redone work remain in effect until two years after Final Acceptance for the applicable section.  
The Design-Build Agreement obligates the DB Contractor to provide a warranty bond following Final 
Acceptance in the amount of 10% of the final contract price, which will guarantee the DB Contractor’s 
performance of certain work to be performed during the warranty periods and which also constitutes a 
payment bond guaranteeing payment to persons performing such warranty work.  See “— Design-Build 
Agreement — The DB Contractor’s Warranties” and “RISK FACTORS — Warranty Bond.” 

Estimated Construction Costs and Opening Date 

The total Costs of Segment 1 are estimated to be approximately $500.10 million (see “PLAN OF 
FINANCE”, “ESTIMATED SOURCES AND USES OF FUNDS,” and “APPENDIX D —
ENGINEERING REPORT — Project Cost Estimates”).  This amount includes the Total Segment 1 Price 
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under the Design-Build Agreement, costs of toll collection systems, costs of construction oversight, and 
contingencies for construction change orders and certain other costs.  See “THE SH 249 PROJECT — 
Construction of Segment 1”, “SEGMENT 1 — Design-Build Agreement — Contract Price,” and 
“APPENDIX D — ENGINEERING REPORT.” 

The Design-Build Agreement requires the DB Contractor to construct Segment 1 for the Total 
Segment 1 Price, subject to certain specified, limited exceptions set forth therein.  Cost estimates for 
Segment 1 were based upon the DB Contractor’s bid and the estimated Costs of other items of work for 
Segment 1, such as construction oversight and management and toll collection systems.  The Design-Build 
Agreement and associated change orders also requires the DB Contractor to achieve substantial completion 
within 1,258 days after issuance of NTP1.  See “— Design-Build Agreement.”  As set forth in the 
Engineering Report, (i) BGE has reviewed the total Costs of Segment 1 of approximately $500.10 million, 
and finds such estimate to be reasonable and appropriate for the Project scope, and (ii) BGE believes that 
the Project, including Segment 1, can be completed within the limits described in the Engineering Report. 
See “APPENDIX D — ENGINEERING REPORT” and “RISK FACTORS — Construction Delays and 
Cost Increases of the Project.” 

Toll Rates 

The Commission has covenanted in the Master Trust Agreement that it will (i) adopt and maintain 
in effect a Toll Rate Schedule for the System, in substantial conformity with the recommendation of the 
Traffic Consultant and in conformity with the toll rate policy of the Commission, including toll escalation, 
and (ii) establish charges for other uses of the property constituting a part of the System, such as property 
leases, designed collectively to produce Revenues to pay debt service on Obligations issued under the Trust 
Agreement, including the Bonds.  See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS 
— Toll Rates; Rate Covenant; Uniformity of Tolls.” 

The Commission adopted the following initial Toll Rate Schedule for the System by minute order 
on December 13, 2018: 

 

For a detailed description of the estimated toll rates assumed in the System T&R Report, vehicle 
classification and particular tolling points for the System, see “SYSTEM TRAFFIC AND REVENUE 
REPORT” and “APPENDIX E — SYSTEM TRAFFIC AND REVENUE REPORT.”  No assurances can 
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be given that the Toll Rate Schedule adopted for the System will reflect the estimated toll rates set forth in 
the System T&R Report for year 2020 going forward. 

Toll Operations, Collection Facilities and Technology 

Toll Operations.  TxDOT will provide toll operation, collection and enforcement services for the 
System.  TxDOT owns and operates a statewide customer service center that receives information from 
various toll road operators in the State regarding the use of toll roads in the State, and provides 
clearinghouse services and back office functions relating to the operation of certain toll roads including call 
center operations, account management and maintenance, transponder issuance and replacement, invoicing, 
toll collection, violation processing and enforcement, revenue handling, and accounting and customer 
service support.   

Customer service for toll roads operated by TxDOT, including the System, is managed and 
overseen by the TxDOT Toll Operations Division staff and Conduent State and Local Solutions, Inc. 
(“Conduent”), formerly known as Xerox State & Local Solutions, Inc., pursuant to an agreement between 
TxDOT and Conduent, which is a subsidiary of Conduent, Incorporated. The term of the Conduent 
agreement is currently scheduled to expire in June 2020, as approved by a minute order adopted by the 
Commission on April 26, 2018, and the term of the Conduent agreement may be extended pursuant to its 
terms at TxDOT’s option through June 2023.  TxDOT may terminate such agreement, in whole or in part, 
at any time and procure one or more new agreements to provide the services currently being provided by 
Conduent, as determined by TxDOT to be the most beneficial approach in terms of cost and other factors.  
Accordingly, TxDOT has entered into a four-year contract with IBM to develop, implement, host and 
maintain software and a system to process toll transactions, handle billing and support customer service for 
TxDOT’s more than 2.3 million TxTag users and other toll road drivers who opt for Pay By Mail invoicing.  
TxDOT has issued, and plans to issue in the future, various requests for proposals and other solicitation 
documents in connection with the procurement of additional services and other activities to potentially 
replace other various services or activities currently being provided by Conduent, including but not limited 
to, transaction processing, billing and customer service, and violations and collections processing for toll 
roads owned or operated by TxDOT, including the System.  No assurances can be provided that TxDOT 
will enter into any agreement with any provider to replace any of the services currently being provided to 
TxDOT by Conduent or to provide other toll operation, collection and enforcement services for the System. 

Pursuant to TxDOT’s agreement with Conduent, Conduent is obligated to provide and operate a 
turnkey customer service center and account for, invoice and collect tolls for all toll roads operated by 
TxDOT in the State, including the System.  Conduent’s statewide customer service center responsibilities 
include all customer account management, customer service activities (for example, invoicing, printing and 
mailing services, payment processing and toll violation collection), and toll transaction processing.  
TxDOT’s agreement with Conduent includes milestone payments for setup, postage and communications 
costs and fixed or tiered amounts per collected toll transaction.  In addition, TxDOT pays Conduent a 
percentage of toll revenue collected by Conduent based on when such revenue is actually collected. 

Toll Collection Facilities and Technology.  The toll collection services performed by TxDOT for 
the System is planned to utilize an express electronic toll collection (“ETC”) transponder (or tag) system 
allowing System toll collection to occur with no physical barriers or toll islands while vehicles travel at 
normal highway speeds, similar in composition and functionality to those used on other Texas toll roads.  
See “— Payment Methods for Tolls; Enforcement — ETC Transponder Payment Method” below. Toll 
collection equipment will be installed in the pavement, outside the shoulder area or in overhead gantries.  
TxDOT also plans to equip all lanes in the System with an automated enforcement and image-based billing 
system.  Such image-based billing system is utilized in TxDOT’s processing of transactions involving 
customers without a valid ETC transponder or an existing customer toll account in good standing.  See “— 
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Payment Methods for Tolls; Enforcement — Invoicing of Non-ETC Transactions” Below. The equipment 
installation and maintenance of the toll collection and enforcement system, which includes all preventative 
maintenance necessary to keep the tolling equipment in operation in accordance with the toll system 
performance requirements, is anticipated to be performed by TransCore, LP pursuant to the Toll System 
Integrator Agreement (as defined herein) with TxDOT. 

Toll System Integrator Agreement.  TxDOT and TransCore, LP (“TransCore”), TxDOT’s 
statewide toll integrator, have entered into a Statewide Toll System Integration and Maintenance Agreement 
effective as of June 18, 2012 (as amended and supplemented, the “Toll System Integrator Agreement”) that 
provides for the design, construction, installation, and maintenance of open-road toll collection systems on 
projects designated by TxDOT, including the System.  TxDOT plans to designate the System as a project 
under the Toll System Integrator Agreement and enter into a “Project Segment Supplement” to the Toll 
System Integrator Agreement with TransCore with respect to the System.  Pursuant to the Toll System 
Integrator Agreement, TransCore will be expected to provide toll infrastructure for the System and for the 
transmission of toll transactions to the statewide customer service center located in Austin, Texas, and will 
be responsible for ensuring the toll collection system meets the performance requirements in the Toll 
System Integrator Agreement.  TransCore will also be expected to provide toll maintenance services 
pursuant to the Toll System Integrator Agreement, including the costs associated with maintaining the 
electronic toll collection system and the network control system. 

The term of the Toll System Integrator Agreement with respect to additional projects through the 
execution and delivery of new Project Segment Supplements, including the System, is scheduled to expire 
on June 18, 2021.  The term of the Toll System Integrator Agreement with respect to maintenance services 
for any new Project Segment Supplements is scheduled to expire on June 18, 2027. TxDOT may terminate 
the Toll System Integrator Agreement at any time and procure one or more new agreements to provide the 
services to be provided by TransCore under the Toll System Integrator Agreement, as determined by 
TxDOT to be the most beneficial approach in terms of cost and other factors. 

Cybersecurity Safeguards for Toll Operations.  TxDOT has implemented numerous cybersecurity 
safeguards for the System and TxDOT’s toll roads across the State.  Such safeguards include:  

 Appointment of a designated Chief Information Security Officer for computer systems and data 
security. 

 Publication and distribution of written policies and procedures regarding computer and information 
security to TxDOT staff, and conduction of computer and information security training for every 
TxDOT staff member that has access to computer systems or sensitive data. 

 Restriction of user rights on computer systems such that individuals (including third party service 
providers) have access only to those areas of TxDOT’s IT network or information that is necessary 
for them to perform their duties. 

 Installation and maintenance of firewalls at both the network perimeter and internally within the 
network to protect sensitive resources, and enforcement of a process for the installation of software 
updates/patches within thirty (30) days of release. 

 Conduction of monthly internal vulnerability scanning and external vulnerability scanning against 
internet-facing IP addresses, and conduction of annual network penetration testing. 

 Utilization of McAfee, Snort, and Sourcefire software for network intrusion detection systems, 
which provide actionable alerts if an unauthorized computer system intrusion occurs. 

 Encryption of data on laptops, backup media, and “at rest” data, and establishment of strong 
alphanumeric passwords for administrative controls of telecommunications systems. 

 Adoption and maintenance of a disaster recovery plan, business continuity plan (8 hour recovery 
time objective) and an incident response plan for network intrusion & virus incidents are in place. 
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 Maintenance of a centralized log that allows for review of all access and activity on TxDOT’s IT 
network, which is stored for a minimum of 2 years. 

 Adoption of backup processes including full, incremental, differential & mirror backups, which are 
stored both offsite and at a secondary data center. 

Payment Methods for Tolls; Enforcement 

ETC Transponder Payment Method.  The ETC transponder payment method requires that drivers 
attach a small sticker to the windshields of their vehicles containing a thin transponder which sends a signal 
to the electronic tolling equipment as the vehicle crosses a tolling point.  TxDOT’s ETC transponder is 
branded as a TxTag (“TxTag”).  Each TxTag transponder is tied to a pre-paid customer toll account and 
funds are withdrawn daily by TxDOT from such account as tolls are incurred.  A single toll account can 
have multiple TxTag transponders associated with such account.  ETC transactions are anticipated to be 
processed on the System using TxTags as well as ETC transponders issued by other tolling entities, such 
as the HCTRA’s EZ Tags.  See “— Interoperability” below.  For a description of the assumptions used by 
CDM Smith in developing the traffic and toll revenue estimates for the System, including the assumption 
for ETC market share, see “SYSTEM TRAFFIC AND REVENUE REPORT.” 

Invoicing of Non-ETC Transactions.  When a driver crosses a tolling point and a valid ETC 
transponder is not recognized, an image of the vehicle’s license plate will be captured, and if there is an 
existing customer toll account with sufficient funds for that license plate, the transaction will be posted to 
such account and processed as an ETC transponder payment.  Customers that use a System toll road without 
a valid and sufficiently funded transponder account will be invoiced on a monthly basis for the amount of 
the toll due with a 50% surcharge over the ETC rate (for a pay-by-mail transaction) as included in the initial 
Toll Rate Schedule for the System adopted by the Commission on December 13, 2018.  Such invoices are 
sent to customers via mail, and customers may pay such the invoices online.  Certain image-based 
transactions that will occur on the System are not expected to be invoiced because the license plate cannot 
be read accurately, the vehicle is exempt from payment of tolls or for other technical reasons.  See 
“SOURCES OF PAYMENT AND SECURITY FOR THE BONDS — Toll Rates; Rate Covenant; 
Uniformity of Tolls.”  

Senate Bill 312.  Senate Bill 312 (“SB 312”) was passed by the 85th State Legislature and was 
signed into law by the Governor on June 9, 2017.  SB 312 imposes limitations on the amount of fees that 
can be assessed by TxDOT on customers that use a toll road operated or to be operated by TxDOT, including 
the System, without a valid and sufficiently funded transponder account.  SB 312 obligates TxDOT to 
invoice customers for non-tag (or non-ETC) toll transactions, rather than processing such transactions as 
violations.  The changes to toll collection and billing procedures under SB 312 began applying to toll 
transactions incurred on toll roads operated by TxDOT on and after March 1, 2018, and the Commission 
has adopted rule changes for TxDOT to comply with the changes prescribed by SB 312.  The System T&R 
Report incorporates the toll collection and billing procedure changes required by SB 312 for non-tag 
transactions on the System into the Revenue Forecasts (defined herein) included in the System T&R Report.  
See “SYSTEM TRAFFIC AND REVENUE REPORT.” 

Habitual Violator Legislation.  In June 2013, additional toll enforcement legislation authorized 
new toll enforcement tools to pursue habitual violators throughout Texas, which legislation was not 
impacted by SB 312.  Habitual violators are those with more than 100 unpaid tolls in a one-year period and 
who have been sent at least two notices of non-payment.  The 2013 legislation provides more authority to 
enforce non-payment, including publishing violator names, certain address information and amounts due 
on websites, and banning the vehicles from using toll roads operated or to be operated by TxDOT, including 
the System.  If caught driving on a prohibited toll road after being banned and ticketed, the violator’s vehicle 
may be impounded.  The legislation also includes authority to report habitual violators to county tax-
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assessor collectors, who are responsible for vehicle registration.  County tax-assessor collectors have 
discretion, and are therefore not required, to block the renewal of habitual violators’ vehicle registration 
based on non-payment of tolls. 

TxDOT currently intends to utilize the enforcement procedures available under the habitual violator 
legislation to enforce non-payment of toll transactions involving customers that use a System toll road 
without a valid and sufficiently funded transponder account.  TxDOT is in the early stages of formulating 
a policy and the procedures necessary for implementing the enforcement remedies and procedures available 
under the habitual violator legislation.  TxDOT anticipates amending its agreement with Conduent to 
obligate Conduent to perform certain aspects of these enforcement procedures, and, as described above, 
cooperation from county tax-assessor collectors and local law enforcement agencies will be necessary to 
implement certain enforcement procedures.  No assurances can be provided regarding the timing or nature 
of the enforcement procedures that may be ultimately implemented under the habitual violator legislation 
to enforce non-payment of toll transactions involving customers that use a System toll road without a valid 
and sufficiently funded transponder account. 

Interoperability 

General.  The System’s toll collection system is planned and anticipated to be interoperable with 
EZ Tags issued by HCTRA and with other Texas, Oklahoma and Kansas ETC systems so that customers 
in the Houston region with EZ Tags and customers with transponder tags issued by other tolling entities are 
not required to have multiple transponders in their vehicles.  

Central Interoperability Agreement.  In 2017, an interoperability agreement was executed among 
TxDOT and several other tolling entities within Texas (including HCTRA through Harris County, the North 
Texas Tollway Authority, the Central Texas Regional Mobility Authority and the Fort Bend County Toll 
Road Authority), the Oklahoma Turnpike Authority and the Kansas Turnpike Authority, relating to the 
interoperability of the various toll collection systems of such tolling entities and fees relating thereto, and 
is referred to as the Central Interoperability Agreement (the “Central Interoperability Agreement”).  The 
Central Interoperability Agreement replaced a prior interoperability agreement executed in 2007 among 
TxDOT and the other Texas tolling entities referenced above. 

TxDOT, the other Texas tolling entities referenced above, and the Kansas Turnpike Authority 
implemented the terms of the Central Interoperability Agreement in May 2017.  The Oklahoma Turnpike 
Authority is currently in the testing phase of its implementation of the terms of the Central Interoperability 
Agreement. 

Pursuant to the terms of the Central Interoperability Agreement, in order to reimburse the costs to 
process these transactions and manage customer accounts, TxDOT anticipates paying the following 
amounts to the applicable transponder issuing agency in connection with toll transactions on the System:  a 
fee of 5 cents per transaction and 3% of the revenue generated for each interoperable transaction, with a 
minimum of 8 cents per transaction.  This fee payable pursuant to the Central Interoperability Agreement 
will be included as an Operating and Maintenance Expense of the System.   

TxDOT will collect and process System toll transactions generated by EZ Tags and by customers 
with ETC transponder tags issued by other entities, together with revenues generated by such transactions 
on other toll roads operated by TxDOT, and disburses revenues from such transactions to the custodian 
under the Master Custodial Agreement (as defined herein) for disbursement of the appropriate revenues to 
the appropriate beneficiary, including the Trustee with respect to toll transactions on the System.  See “— 
Lockbox and Custodial Agreement” below. Interoperability fees payable pursuant to the Central 
Interoperability Agreement will be invoiced separately.  Toll revenues and interoperability fees for 
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transactions occurring in a particular month are generally invoiced and paid among the partnering agencies 
(including TxDOT and HCTRA) by the end of the following month; however, the timing of invoicing and 
payment among the partnering agencies may extend beyond thirty days from the end of the month in which 
the related transactions occurred.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 
— Funds and Accounts — Master Custodial Agreement; Agreements with Other Tolling Authorities,” and 
“RISK FACTORS — Operating Risks.” 

Additional Interoperability Agreements.  TxDOT expects to enter into one or more additional 
interoperability agreements involving other states in order to comply with the Moving Ahead for Progress 
in the 21st Century (MAP-21) Act, which requires that all toll facilities on federal-aid highways implement 
technologies or business practices that provide for the interoperability of ETC programs, meaning that all 
transponders can be read on all facilities and all facilities can read all transponders to provide a seamless 
process to all patrons on all facilities.  At its meeting on June 29, 2017, the Commission adopted a minute 
order authorizing TxDOT to enter into a separate interoperability agreement with other Texas toll entities, 
the Oklahoma Turnpike Authority, the Kansas Turnpike Authority and the Florida Turnpike Enterprise 
related to the interoperability of their respective ETC programs through the use of the Central US 
Interoperability Hub and the Southeast US Interoperability Hub.  The Southeast US Interoperability Hub is 
owned, operated and maintained by the Florida Turnpike Enterprise and provides for interoperability of 
transponders on multiple facilities in the states of Florida, North Carolina, South Carolina, Georgia and 
Alabama.  TxDOT anticipates that it will take several months before this new interoperability agreement is 
fully implemented. 

Lockbox and Custodial Agreement 

TxDOT provides clearinghouse services and back office functions relating to the operation of 
certain toll roads in the State, including call center operations, account management and maintenance, 
transponder issuance and replacement for toll roads, invoicing, toll collection, violation processing and 
enforcement, revenue handling and accounting and customer service support.  TxDOT plans to provide 
such services for the SH 249 System. 

In order to properly account for and disburse revenue received, TxDOT executed the Master 
Custodial Agreement to hold, administer and disburse funds from certain lockbox and custodial revenue 
accounts.  Under the Master Custodial Agreement, the following toll revenues are deposited into segregated 
custodial accounts with the custodian under such agreement:  (i) all toll revenues received from TxDOT 
TxTag users, including toll revenues derived from TxTag transponder transactions occurring on the System, 
other toll roads operated by TxDOT and toll roads operated by other toll authorities; (ii) all toll revenues 
received from a third-party transponder issuer in consideration for the use of toll roads that are not operated 
by such third-party transponder issuer, including Toll revenues received from HCTRA for toll transactions 
on the System by customers that have been issued an EZ Tag transponder by HCTRA; and (iii) all payments 
received from invoices mailed to users of toll roads operated by TxDOT, including the System.  The funds 
received by the custodian under the Master Custodial Agreement are disbursed on a daily basis to the 
appropriate beneficiary; however, TxTag toll revenues on non-TxDOT owned toll roads are generally 
distributed by the custodian on a monthly basis under the terms of the Central Interoperability Agreement.  
For additional information regarding the Master Custodial Agreement, see “SECURITY AND SOURCES 
OF PAYMENT FOR THE BONDS — Funds and Accounts—Master Custodial Agreement.” 

ENGINEERING REPORT 

BGE, Inc. (“BGE”), the General Engineering Consultant for the Department in connection with the 
development, design, and construction of Segment 1 and Segment 2, has provided the “SH 249 Engineering 
Report” dated January 2019 (the “Engineering Report”) that documents and describes the location, 
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engineering design features, construction cost estimates, and construction schedule for Segment 1 and 
Segment 2.  The Engineering Report also contains information with respect to the estimated Operating and 
Maintenance Expenses for the System and estimated expenditures including Major Maintenance 
Expenditures to be funded from the Major Maintenance Account.  

The Engineering Report presents BGE’s opinion on the reasonableness of the construction 
schedule, cost estimates, and certain risks associated with the Project (as defined in the Design-Build 
Agreement), and should be reviewed in conjunction with the System T&R Report. See “SYSTEM 
TRAFFIC AND REVENUE REPORT”.  Among other things, BGE has reviewed the total cost estimate 
for the Project, inclusive of the total Costs of Segment 1 of approximately $500.10 million, and finds such 
estimate to be reasonable and appropriate for the Project scope. It is BGE’s belief that the Project can be 
constructed within the limits described and for the estimated cost described in the Engineering Report. The 
estimated Project cost described in the Engineering Report reflects the professional judgment of BGE and 
does not represent a guarantee that the actual Project costs will not vary from the estimated cost. 

A copy of the Engineering Report is included as APPENDIX D hereto.  The Engineering Report 
has been included in this Official Statement in reliance on the expertise of BGE staff as professional 
engineers.  BGE has consented to the inclusion of the Engineering Report in this Official Statement. 

Ranked No. 136 in Engineering News-Record’s 2018 Top 500 Design Firms, BGE is a nationwide 
engineering consulting firm that provides services in civil engineering, surveying, planning, construction 
management, and environmental services for public and private clients. Founded in 1975, and 
headquartered in Houston, Texas, BGE employs approximately 600 people with offices in Texas, Arkansas, 
Florida, and North Carolina.  BGE has served as general engineering consultant on six (6) design-build 
projects for TxDOT in excess of $4 billion in project capital costs. 

SYSTEM TRAFFIC AND REVENUE REPORT 

Traffic Consultant 

CDM Smith Inc. (“CDM Smith”) serves as the Traffic Consultant to the Department for the SH 249 
System (defined as the “Traffic Consultant” required under the Trust Agreement).  CDM Smith is one of 
the top global design firms as ranked by the Engineering News Record, having a professional staff of over 
4,000 employees working in approximately 125 offices worldwide and has been serving public and private 
clients since 1947. CDM Smith has a group of over 450 transportation professionals of which more than 70 
professionals are actively involved with toll facility clients. CDM Smith’s toll facility experience is both 
broad and diverse, having worked with many clients in more than 46 states and internationally. CDM 
Smith’s investment-grade traffic and revenue reports have been the basis for the sale of over $100 billion 
in revenue bonds. 

System Traffic and Revenue Report 

CDM Smith has prepared the “SH 249 Comprehensive Traffic and Toll Revenue Study” report 
dated December 2018 (the “System T&R Report,” which is included as APPENDIX E hereto).  The System 
T&R Report includes traffic estimates for Segment 1 and Segment 2 and toll revenue estimates for Segment 
1.   

The System T&R Report includes discussions of existing travel patterns; the study methodology; 
the development, validation and application of the traffic forecasting model; the socioeconomic forecasts; 
and the highway networks that were used as input to the model.  All of this information was used as the 
foundation for the traffic and toll revenue forecasts (“Toll Revenue Forecasts”) for the System contained in 
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the System T&R Report. A copy of the System T&R Report is included as APPENDIX E hereto.  The 
System T&R Report has been included in this Official Statement in reliance on the expertise of CDM Smith 
staff as professional engineers.  CDM Smith has consented to the inclusion of the System T&R Report in 
this Official Statement. 

The System T&R Report utilized a combination of the comprehensive traffic count and travel time 
data collected as part of TxDOT’s SH 249 study in September 2016, and supplemental traffic count 
collection efforts undertaken in October and November 2017. The socioeconomic growth potential of the 
region and the SH 249 Corridor were updated in November 2017 by an independent local economist 
(Community Development Strategies), and inflation adjustments were made to the value-of-time (“VOT”) 
parameters and other factors affecting toll road utilization sensitivity. CDM Smith also examined project-
specific toll sensitivity and estimated the sensitivity of the traffic and toll revenue estimates to changes in 
several variables and key assumptions, as described in Chapter 6 of the System T&R Report which was 
conducted at an investment-grade level and is considered suitable for use in project financing. See “RISK 
FACTORS – Forward-Looking Statements” and “– Traffic and Revenue Report Assumptions.” CDM 
Smith has consented to the inclusion of the System T&R Report in this Official Statement. 

On the date of delivery of the Bonds, CDM Smith will execute and deliver a certificate to TxDOT 
and the Underwriters certifying to the effect that, among other matters, as of such date (i) the factual 
information in the System T&R Report is true and accurate in all material respects, (ii) CDM Smith believes 
that the conclusions set forth in the System T&R Report were reasonable as of the date of the System T&R 
Report and continue to be reasonable, subject to the disclaimers, assumptions and qualifications set forth 
in the System T&R Report, and (iii) CDM Smith is not aware of any significant or material plan, event or 
circumstance occurring after the date of the System T&R Report that would cause it to believe that the 
conclusions set forth in the System T&R Report are no longer reasonable. 

Data Collection 

CDM Smith undertook an extensive data collection effort in October and November of 2017 as 
part of the System T&R Report. The data collection effort included:  

1. Traffic counts collected along SH 249 and several screenlines. These counts along with 
traffic counts collected in 2016 as a part of the Intermediate Traffic and Toll Revenue Study for SH 249 
were used to establish a current baseline of traffic patterns in the study area for the purpose of calibrating 
the base travel demand model. 

2. Speed and delay data in concert with traffic counts along SH 249 and several other 
competing facilities. This data was collected to establish a current baseline of travel speeds and traffic 
congestion patterns in the study area for the purpose of calibrating the base travel demand models. 

3. Origin-destination information at several locations across the study area to estimate the 
distribution and patterns of long-distance or through trips. 

4. A 2017 letter update to the Stated-Preference (SP) Survey conducted in 2015 to investigate 
the willingness-to-pay characteristics and VOT estimation in the study area and to encapsulate other key 
preferences affecting the use of Segment 1. 

The details regarding the data collection effort are included in Chapter 2 of APPENDIX E to this 
Official Statement. 
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Socioeconomic Forecasts  

Historical and future evaluation of the socioeconomic variables that drive the travel demand 
forecasting process used by H-GAC were reviewed as part of the System T&R Report. An update of the 
socioeconomic growth potential of the Houston region was conducted in November 2017 by Community 
Development Strategies (“CDS”), an independent local economist firm. Using this detailed information, 
CDM Smith refined the Houston-Galveston Area Council (“H-GAC”) regional travel demand model for 
use in estimating the traffic and toll revenue potential of Segment 1. The H-GAC regional travel demand 
model is cooperatively developed and maintained by H-GAC, TxDOT and the Metropolitan Transit 
Authority of Harris County (“METRO”). The socioeconomic variables reviewed by CDS included 
population, households, employment, and major employment establishments including proposed 
developments that may have an impact on the traffic demand within the SH 249 Corridor. The 
socioeconomic review and assessment was conducted at the region-wide and county-level, as well as at the 
city-level and for individual Traffic Analysis Zones (TAZs) within the specific municipalities that the 
proposed toll road will serve. The independent socioeconomic review was commissioned to evaluate H-
GAC’s 2040 Regional Transportation Plan (2040 RTP) forecasts and provided modifications based on more 
recent trends (where applicable) to the future growth of population, households, and employment for each 
TAZ within the SH 249 Corridor study area. These modified demographics were used as part of the System 
T&R Report and were input into the four-step travel demand forecasting models to generate the model trip 
tables that were used to develop traffic and toll revenue forecasts for Segment 1. 

The details regarding socioeconomic forecasts are included in Chapter 4 of APPENDIX E to this 
Official Statement. 

Methodology 

The traffic and toll revenue forecasts for the System T&R Report were based on an enhanced 
version of the H-GAC’s 2040 RTP travel demand model. Montgomery County is part of the H-GAC’s 8-
county travel demand model, however Grimes County is not. Since a portion of Segment 1 and all of 
Segment 2 of the SH 249 Corridor will be located in Grimes County, this warranted that Grimes County 
network and trip tables be added to the model used to develop traffic forecasts for this project. CDM Smith 
thus developed a travel demand model for Grimes County and integrated its network and trip tables with 
the 8-county H-GAC model and used it to assess the traffic and toll revenue potential of the proposed study 
corridor. The overall base model consists of four time-of-day models: AM peak, midday, PM peak and 
overnight time periods. The base-year SH 249 Corridor travel demand models were calibrated to 2017 
traffic counts. The models were further adjusted to reflect the results of the speed and delay studies and the 
origin-destination surveys as described in Chapter 2 of the System T&R Report. 

The details regarding the modeling methodology are included in Chapter 5 of APPENDIX E to this 
Official Statement. 

Assumptions for Toll Revenue Estimates and Forecasts 

The 40-year traffic and toll revenue estimates for the System T&R Report were developed based 
on the following key assumptions: 

1. Segment 1 was assumed to open on July 1, 2021 and Segment 2 was assumed to open on 
September 1, 2022. The configuration along both segments was assumed to remain constant throughout the 
40-year forecast horizon. 
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2. Annual revenue days were assumed to be 165 in the project opening year of 2021, 329 days 
in 2022, and reducing to 320 days by 2031 and 320 days thereafter. The weekend revenue reduction was 
undertaken to reflect the reduced and more evenly distributed weekend demand profiles that typically result 
in lower traffic congestion during weekends and thus yield reduced revenue compared to the typical 
weekday revenue. 

3. The tolls will be collected by ETC and video/pay-by-mail tolling without the cash option. 
The video toll surcharge is 50 percent of the ETC toll for all time of day. The ETC operations were assumed 
to be actively monitored and strictly enforced to minimize the potential loss of revenue due to toll evasion. 

4. The starting ETC (toll transponder) regional market share for the entire modeling area was 
assumed to be 70% in the project opening year of 2021, growing to 90% by 2040, and was assumed to 
remain constant beyond 2040. 

5. Toll leakage applied to the annual toll revenue estimates is assumed to be 2.1% for ETC 
revenue in 2021 and reducing to 1.3% by 2036 and beyond. The video/pay-by-mail option leakage for all 
years is assumed to be 61%, which includes eligible veteran’s (recipient of the Legion of Valor, Medal of 
Honor, Purple Heart, and certain disabled veterans) discounts.    

6. The traffic and toll revenue results reflect net revenue which is the sum of ETC, video/pay-
by-mail base revenue and video/pay-by-mail video surcharge revenue, after the application of toll leakage 
as noted above. 

7. Single Occupancy Vehicles (SOVs) and High Occupancy Vehicles with two or more 
occupants (HOVs) will use the toll facility by paying the prevailing toll rates without any discounts. Trucks 
will be allowed to access the toll road and will pay an average of three times the auto toll rate, as derived 
from the average truck axle distribution along the corridor. Transit vehicles, registered vanpools, emergency 
vehicles, military vehicles, and eligible veteran users will be able to access the toll road without paying a 
toll. 

8. A toll rate of 27.4 cents per mile (in 2021 dollars) was assumed for Segment 1. The toll 
rate was escalated at a constant rate of 2.2% annually in all future years. 

9. Estimates of annual toll revenue included in this report were adjusted to reflect “ramp-up” 
during the first five years of operation. The ramp-up volume was assumed to be 60% of the model estimates 
in the opening year of 2021, 70% in 2022, 80% in 2023, 90% in 2024, and 100% for all subsequent years. 

10. The travel demand models used to estimate traffic and toll revenue for Segment 1 extend 
to the year 2040. The transaction estimates beyond 2040 were derived using linear growth rate 
extrapolation. The assumed compounded annual growth rates for Segment 1 transactions are: 2.0% 
(between 2040-2045), 1.5% (between 2045-2050), 1.0% (between 2050-2055), and 0.5% (beyond 2055). 

11. Segment 1 will be well maintained, efficiently operated, and effectively signed and 
promoted to encourage maximum usage. 

12. Motor fuel and any other source of power for operating the motor vehicles will remain in 
adequate supply and increases in price will not substantially exceed overall inflation over the long-term. 

13. No local, regional, or national emergency will arise that may abnormally restrict the use of 
motor vehicles. 
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14. No change will occur in vehicle technology that will significantly affect the vehicle 
carrying capacity or vehicle operating speeds. 

Average weekday transactions for Segment 1 are expected to be approximately 11,600 in 2021 and 
are projected to increase to 74,200 in 2040. After the ramp-up period between 2021 and 2025, transactions 
are expected to grow at an average annual growth rate of 6.4% per year for the period between 2025 and 
2040. With the projected annual growth in traffic and the programmed annual toll increases, revenue is 
expected to grow at an average rate of about 9.3% per year (after the ramp-up period) between 2025 and 
2040, from $15.0 million in 2025 to $57.2 million in 2040. It is important to note that traffic and toll revenue 
growth on Segment 1 is highly dependent on future developments in the SH 249 Corridor. Changes to the 
rate of development growth which are different from the assumptions in the System T&R Report may result 
in materially different traffic and toll revenues generated by Segment 1. 

For additional information regarding the System T&R Report, see “APPENDIX E — SYSTEM 
TRAFFIC AND REVENUE REPORT.” 

SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION 

General 

Capital Obligation.  Subject to the appropriation of funds by the State Legislature to the 
Commission in a manner that would allow their use to pay the Costs of Segment 1, pursuant to Minute 
Order No. 115393 adopted by the Commission on December 13, 2018 (the “Minute Order”) and the Master 
Trust Agreement, the Commission has covenanted for the benefit of the Owners to (i) make lawfully 
available funds available in amounts sufficient to pay the Costs necessary to complete Segment 1, if the 
proceeds of the Initial Obligations and the other funds made available are insufficient for such purpose and 
(ii) use its best efforts to issue, sell and deliver Additional Obligations, if necessary, to provide such lawfully 
available funds to complete construction of Segment 1.  

Operating and Maintenance Expenses.  Subject to the appropriation of funds by the State 
Legislature in a manner that would allow their use, pursuant to the Minute Order and the Master Trust 
Agreement, the Commission has agreed, while the Bonds remain outstanding, to pay certain Operating and 
Maintenance Expenses of the SH 249 System to the extent of any deficiency in Revenues available to pay 
such costs after payment of debt service on the Bonds and funding certain reserves.   

Major Maintenance Expenditures.  Subject to the appropriation of funds by the State Legislature 
in a manner that would allow their use to pay the expenditures payable from the Major Maintenance 
Account projected in the Annual Budget for the System (the “Annual Budget”), pursuant to the Minute 
Order and the Master Trust Agreement, the Commission has covenanted for the benefit of the Owners to 
deposit to the Major Maintenance Account from lawfully available funds amounts sufficient to maintain 
the required balance in the Major Maintenance Account to pay required expenditures which includes Major 
Maintenance Expenditures.   

All of the foregoing obligations of the Commission may be funded from any legally available 
source but are currently expected to be funded from the State Highway Fund.  See “APPENDIX A – THE 
TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE HIGHWAY FUND.”  The ability 
of the Commission to satisfy such covenants is dependent upon the continued appropriation and availability 
to the Commission of adequate funds for such purposes. See “RISK FACTORS ― Ability of the 
Commission to Meet Funding Obligations.   
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Covenant to Cover Shortfalls in Operating Account 

In recognition that Revenues are not expected to be sufficient to pay all Operating and Maintenance 
Expenses for a number of years and that the Commission has covenanted to pay the Operating and 
Maintenance Expenses to the extent Revenues are not sufficient for such purpose, but solely from lawfully 
available funds, the Commission also covenants to include in its general budget for such Fiscal Year one 
hundred and ten percent (110%) of the difference between the Projected Operating and Maintenance 
Expenses and the Projected Operating and Maintenance Expense Capacity during the period of such 
Revenue insufficiency. 

If the estimate of Revenues and Commission payments for Operating and Maintenance Expenses 
in the then beginning Fiscal Year, as reflected in the Annual Budget, shows that such amounts are expected 
to be insufficient to pay all Operating and Maintenance Expenses, the Commission shall take the actions 
required by Section 501(b) of the Master Trust Agreement as though projected shortfall in Revenues has 
been experienced so that Revenues can be increased to an amount sufficient to provide for the payment of 
Operating and Maintenance Expenses. The Commission will not be required to follow the procedures of 
Section 501(b) of the Master Trust Agreement if the Commission includes in an amended general budget 
for the Commission for such Fiscal Year an amount sufficient to pay the Operating and Maintenance 
Expenses. 

The Annual Budget for each Fiscal Year shall also include the expected beginning balance in the 
Major Maintenance Account, the amounts to be transferred by the Trustee to the Major Maintenance 
Account from the General Reserve Fund, if any, the amount of proceeds of Obligations expected to become 
available during the Fiscal Year, the amounts expected to be transferred monthly by the Commission to the 
Major Maintenance Account, and the desired year-end balance in the Major Maintenance Account. Prior to 
adopting the Annual Budget, the Commission shall provide a draft of the Annual Budget to the General 
Engineering Consultant sufficiently in advance of the Commission’s adoption of the Annual Budget in 
order for the General Engineering Consultant to provide comments before the date of such adoption. 

State Funds 

The System-related funding obligations of the Commission described above are to be paid, subject 
to appropriation by the State Legislature, from lawfully available funds of the Commission.  Generally, all 
money available to the Commission, including the money necessary to pay such System-related funding 
obligations, is subject to appropriation by the State Legislature before it may be drawn out of the State 
Treasury.  The State Legislature meets biennially in each odd numbered year, but may appropriate funds in 
special session if called by the Governor for such purpose.  Legislative appropriations are limited to a period 
of two years.  Generally, appropriations are made by the State Legislature separately for each Fiscal Year 
of the State’s biennium, but an appropriation may be made for a full biennium or for a part of the biennium 
other than a Fiscal Year.  Legislative appropriations of funds from the State Highway Fund are the primary 
source of funding for the construction, maintenance, and operation of the State Highway System, which 
includes the System, and such appropriations have historically been the primary source of funds for 
payment of State Highway System-related funding obligations.  Set out in Appendix A are general 
descriptions of State highway funding and the Commission’s budget process. See “APPENDIX A – THE 
TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE HIGHWAY FUND.” 

RISK FACTORS 

The following is a discussion of certain risk factors that should be considered in evaluating an 
investment in the Bonds.  This discussion does not purport to be either comprehensive or definitive.  The 
order in which risks are presented is not intended to reflect either the likelihood that a particular event will 
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occur or the relative significance of such an event.  Moreover, there may well be other risks associated with 
an investment in the Bonds in addition to those set forth herein. Prospective investors should read this entire 
Official Statement, including the Schedules and Appendices hereto. 

General 

The financial forecasts in this Official Statement are based generally upon certain assumptions 
relating to the timing of completion and Costs of Segment 1 and upon projections as to estimated Revenues 
and Operating and Maintenance Expenses of the System.  See “APPENDIX D — ENGINEERING 
REPORT” and “APPENDIX E — SYSTEM TRAFFIC AND REVENUE REPORT.”  Inevitably, some 
underlying assumptions and projections used to develop the forecasts will not be realized, and unanticipated 
events and circumstances may occur.  Therefore, the actual results achieved during the forecast periods will 
vary from the forecasts, and such differences may be material and adverse. 

Forward-Looking Statements 

This Official Statement, including the Schedules and Appendices hereto, contain “forward-looking 
statements,” which generally can be identified with words or phrases such as “anticipates,” believes,” 
“could,” “estimates,” “expects,” “foresees,” “may,” “plan,” “predict,” “should,” “will” or other words or 
phrases of similar import.  All statements included in this Official Statement, including the Schedules and 
Appendices hereto, that any person expects or anticipates will, should or may occur in the future, including 
but not limited to, the projections in the Engineering Report and the System T&R Report, are forward-
looking statements.  These statements are based on assumptions and analysis made by the Commission, the 
Department, CDM Smith, or BGE, as applicable, in light of their experience and perception of factors they 
believe are appropriate in the circumstances.  However, whether actual results and developments will 
conform to expectations and predictions is subject to a number of risks and uncertainties, including, without 
limitation, the information discussed under this “RISK FACTORS” caption of this Official Statement as 
well as additional factors beyond the Commission’s control.  The important risk factors and assumptions 
described below and elsewhere in this Official Statement could cause actual results to differ materially from 
those expressed in any forward-looking statement. 

All of the forward-looking statements made in this Official Statement and any Appendices hereto 
are qualified by these cautionary statements.  There can be no assurance that the actual results or 
developments anticipated will be realized or, even if substantially realized, that they will have the expected 
consequences to or effects on the Department’s revenues or operations.  All forward-looking statements 
included in this Official Statement are based on information available to the Commission and the other 
aforementioned entities on the date hereof, and neither the Commission nor any of such other 
aforementioned entities assumes any obligation to update any such forward-looking statements.  The 
forward-looking statements in this Official Statement are necessarily based on various assumptions and 
estimates that are inherently subject to numerous risks and uncertainties which are difficult or impossible 
to predict accurately and, therefore, there can be no assurance that such forward-looking statements will 
prove to be accurate. 

Traffic and Revenue Report Assumptions 

The Toll Revenue Forecasts in the System T&R Report are based upon certain assumptions 
described in the System T&R Report, as described in “SYSTEM TRAFFIC AND REVENUE REPORT” 
and “APPENDIX E — SYSTEM TRAFFIC AND REVENUE REPORT.”  The System T&R Report is not 
a guarantee of any future events or trends and the forecasts therein are subject to future economic and social 
conditions and demographic developments that cannot be predicted with certainty.  Further, any of the 
estimates and assumptions in such report are inherently subject to significant economic and competitive 
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uncertainties and contingencies, many of which are beyond the control of the Commission and the 
Department.  In particular, the System T&R Report assumes timely completion of the construction of 
Segment 1 and each other segment of the SH 249 Extension according to current estimates, and no 
assurances can be given that such estimates will be met.   See “—Construction Delays and Cost Increases 
of the Project” and “—Construction Delays on Non-System Segments” below.  The System T&R Report 
also illustrates that the growth in traffic and toll revenue for the SH 249 System is highly dependent on 
future economic development in the SH 249 Corridor. The Toll Revenue Forecasts are based in part on 
socioeconomic forecasts that CDM Smith believes are achievable as of the date of the System T&R Report, 
under economic conditions as discussed in Chapter 4 of the System T&R Report.  Failure to achieve or 
realize any of the assumptions described above may have a materially adverse effect upon the Toll revenues 
actually realized.  See “SYSTEM TRAFFIC AND REVENUE REPORT — Chapter 6 Traffic and Toll 
Revenue Estimates — 6.3 Traffic and Revenue Assumptions.” 

Construction Delays and Cost Increases of the Project 

Generally, in construction projects of the magnitude of toll facilities such as Segment 1 and 
Segment 2 (as the Project of the Department under the Design-Build Agreement), there is a possibility of 
time delays and cost increases resulting from, among other events, (i) design and construction problems 
and resulting change orders, (ii) escalation of prices or wages or shortages of labor or materials due to 
market fluctuations, taxes or tariffs, or other economic conditions, (iii) environmental litigation or 
environmental administrative matters (see “— Environmental Risks” below), (iv) utility relocation 
problems, (v) unavailability or cost of ROW, (vi) archaeological, historic and unidentified subsurface 
conditions, (vii) hazardous materials, (viii) force majeure events, or (ix) litigation.  As a result, there can be 
no assurance that the costs of the Project will not exceed current estimates, or that the completion of 
Segment 1 will not be delayed beyond the currently estimated completion dates. 

Specifically, while the Design-Build Agreement shifts to the DB Contractor a significant amount 
of the risk and responsibility for time delays and cost increases associated with construction, the Design-
Build Agreement ultimately allows for extensions of time and increases in price for performance in certain 
cases, including, but not limited to, Department-directed changes, Department-caused delays, hazardous 
materials, and certain events commonly referred to as force majeure events.   

The Design-Build Agreement allows for a price increase, without any extension of time, for 
differing site conditions that result in an increase in certain costs that exceed certain threshold cost amounts.  
The Design-Build Agreement provides for a price increase for certain increased costs that exceed certain 
threshold cost amounts for certain previously unidentified utilities.  As described in “SEGMENT 1 — 
Right-of-Way,” the Department has committed to providing the DB Contractor access to the project ROW 
for Segment 1 by certain dates specified within the Design-Build Agreement.  Pursuant to the Design-Build 
Agreement, in the event the Department does not make all other ROW necessary for Segment 1 available 
to the DB Contractor by the dates specified within the Design-Build Agreement, the DB Contractor may 
be entitled to request additional compensation or time extensions.  Moreover, the Department is relying on 
the DB Contractor to manage and construct the Project in accordance with standards, specifications and an 
agreed-upon scope of work.  There is no assurance that the DB Contractor can construct the Project in a 
manner such that it reasonably can be constructed by the completion dates and for the fixed price set forth 
in the Design-Build Agreement. 

Further, the responsibility of the DB Contractor for all phases of construction under the Design-
Build Agreement may increase the impact that any financial instability, insolvency or bankruptcy of the 
DB Contractor, or any entity guaranteeing the obligations of the DB Contractor, could have on the Cost of, 
or completion dates for, the Project.  There is a possibility of insolvency or bankruptcy of the DB Contractor 
or any other contractor for the Project during construction.  While the DB Contractor and the other 
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contractors for the Project will be required to provide performance bonds and payment bonds, and the 
Design-Build Agreement requires the provision of certain guarantees of the DB Contractor’s obligations 
under the Design-Build Agreement, there can be no assurance that such bonds or guarantees will be 
sufficient to assure timely completion of the Project.  See “THE SH 249 PROJECT – Design-Build 
Agreement” and “APPENDIX D — ENGINEERING REPORT.”  Moreover, if a default occurs on the part 
of the DB Contractor, there is a possibility of litigation between the Department and the providers of the 
performance bonds and payment bonds and/or the DB Contractor and contractors, which could further delay 
construction and the opening of the Project.  A potential purchaser of the Bonds can have no assurance that 
any contractor or subcontractor, guarantor, surety or property insurer will be willing or capable of meeting 
its responsibilities in connection with the construction of the Project or that the issuer of any performance 
or payment bond, any guarantee or any property insurance policy will honor or will be able to honor a claim 
in a timely manner. 

Any significant delay in substantial completion of the Project may have a material effect on the 
amount of Revenues of the System available to pay debt service on the Bonds.  No assurances can be given 
that the amount of Revenues, together with capitalized interest on the Bonds, if any, will be sufficient to 
pay debt service on the Bonds if the DB Contractor does not construct the Project by the completion dates 
and for the fixed price set forth in the Design-Build Agreement. 

Construction Delays on Non-TxDOT Segments 

Although development and construction of Segment 1 and Segment 2 (as the Project of the 
Department under the Design-Build Agreement), Segment 3 and Segment 4 are separate projects of the 
Department, MCTRA, and HCTRA, respectively, they are being undertaken concurrently and will be 
directly interconnected segments of the SH 249 Corridor.  Given the interaction of travel demands between 
such projects, the timely development, completion, operation and maintenance of Segment 3 and Segment 
4 (collectively with any future roads which feed traffic to the System, the “Complementary Improvements”) 
according to current estimates may have a material impact on the amount of traffic anticipated for Segment 
1 and Segment 2, and the Revenue Forecasts included in the System T&R Report. 

The construction of Segment 3 and Segment 4 by MCTRA and HCTRA, respectively, is subject to 
time delays resulting from the events listed under “—Construction Delays and Cost Increases of the Project” 
above, among other events.  As a result, there can be no assurance that the completion of any such 
Complementary Improvement will not be delayed beyond the currently estimated completion dates.  The 
System T&R Report assumes timely completion of each segment of the SH 249 Extension according to 
current estimates, and any delay in the substantial completion of any such Complementary Improvement 
may adversely affect the amount of traffic anticipated for Segment 1 and Segment 2, and the Revenue 
Forecasts included in the System T&R Report.  See “SYSTEM TRAFFIC AND REVENUE REPORT — 
Chapter 6 Traffic and Toll Revenue Estimates — 6.3 Traffic and Revenue Assumptions.”  Specifically, a 
delay in the timely completion of Segment 3 or Segment 4 may impact the traffic and Revenue of the 
System as follows:  

Segment 3.  Segment 3, which is anticipated to be an approximately 3-mile tolled 4-lane (2 in each 
direction) highway segment to be opened to traffic in March 2020, will serve as an expansion of the existing 
SH 249 through the addition of tolled main lanes next to the existing signalized non-tolled frontage lanes 
along Segment 3 from the Harris County/Montgomery County line to the southern terminus of Segment 1.  
MCTRA is responsible for the design and construction of Segment 3 pursuant to the Montgomery County 
Agreement, and so the timely completion of Segment 3 is beyond the Department’s control.  When 
completed and opened to traffic, Segment 3 will feed traffic both directly into and out of Segment 1 at the 
southern terminus of Segment 1, thus any delay in the substantial completion of Segment 3 may adversely 
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affect the amount of traffic anticipated for Segment 1 and the Revenue Forecasts included in the System 
T&R Report. 

Segment 4.  Segment 4, which is anticipated to be an approximately 2.2-mile tolled 6-lane (3 in 
each direction) highway segment to be opened to traffic in January 2020, will serve as an expansion of the 
existing SH 249 through the addition of tolled main lanes next to the existing signalized non-tolled frontage 
lanes along Segment 4 from FM 2920 in Tomball, Texas to the southern terminus of Segment 3.  HCTRA 
is responsible for the design and construction of Segment 4 pursuant to the Harris County Agreement, and 
so the timely completion of Segment 4 is beyond the Department’s control.  When completed and opened 
to traffic, Segment 4 will feed traffic (indirectly through Segment 3) into and out of Segment 1, thus any 
delay in the substantial completion of Segment 4 may adversely affect the amount of traffic anticipated for 
Segment 1 and the Revenue Forecasts included in the System T&R Report. 

A significant delay in the substantial completion of any Complementary Improvement may have a 
material effect on the amount of Revenues of the System available to pay debt service on the Bonds.  No 
assurances can be given that the amount of Revenues, together with capitalized interest on the Bonds, if 
any, will be sufficient to pay debt service on the Bonds if there is a significant delay in the substantial 
completion of any Complementary Improvement. 

Sufficiency of Payment and Performance Bonds 

A potential purchaser of the Bonds can have no assurance that any contractor or subcontractor, 
guarantor, surety or property insurer will be willing or capable of meeting its responsibilities in connection 
with Segment 1, or that the issuer of any performance or payment bond, any guarantee or any property 
insurance policy will honor or will be able to honor a claim in a timely manner. 

The DB Contractor is required to provide payment, performance, retainage and warranty bonds to 
the Department, securing the DB Contractor’s obligations under the Design-Build Agreement and to 
maintain such bonds in full force and effect.  The initial amount of each of the payment and performance 
bonds was $23,700,000, respectively, at the time of issuance of NTP1, and each of the payment and 
performance bonds was required to be increased to $281,265,330 at the time of issuance of Segment 1 
NTP2, and to increase to $420,404,237 (which amount exceeds the currently estimated cost to complete the 
Project) upon issuance of Segment 2 NTP2, Limited Design NTP or Limited Construction NTP.  At the 
time of issuance of Option NTP, each of the payment and performance bonds was required to be increased 
by an additional $20,383,155. 

There can be no assurance that the payment and performance bonds provided in connection with 
the Design-Build Agreement will be sufficient to satisfy the DB Contractor’s payment or performance 
obligations under the Design-Build Agreement.  Not all events are covered under such payment and 
performance bonds.  The issuer of payment and performance bonds is not guaranteeing payment or 
performance under all circumstances, and the issuer of such bonds may assert any defenses it may have for 
payment or performance.  Moreover, in the event that a default occurs under the Design-Build Agreement, 
there is a possibility of litigation between the Department and the DB Contractor, or between the 
Department and the providers of the performance bonds and payment bonds, which could further delay the 
construction and opening of Segment 1.  In addition, there can be no assurance that the Department could 
recover any amounts under the performance bonds or payment bonds provided in connection with the 
Design-Build Agreement. 
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Warranty Bond 

As described in “SEGMENT 1 — Warranties,” the DB Contractor is obligated to provide a 
warranty bond following Final Acceptance of Segment 1 in the amount of 10% of the final contract price, 
which bond will remain in effect through the warranty period.  As set forth in the Engineering Report, “the 
[Design-Build Agreement] contains provisions that, regardless of the limits of liability in any of the 
specified insurance required by the [Design-Build Agreement], are adequate to protect against the DB 
Contractor’s actions if TxDOT deems the need to use legal action.  This is consistent with other TxDOT 
Design-Build Agreements and appropriate for this type of contract in the GEC’s opinion.” 

A potential purchaser of the Bonds can have no assurance that any contractor or subcontractor, 
manufacturer, guarantor, surety or property insurer will be willing or capable of meeting its responsibilities 
in connection with any warranties relating to the aforementioned projects, or that the issuer of any warranty 
bond will honor or will be able to honor a claim in a timely manner. 

There can be no assurance that the warranty bond provided by the DB Contractor will be sufficient 
to satisfy the DB Contractor’s warranty obligations under the Design-Build Agreement.  Not all events are 
covered under such warranty bond.  The issuer of warranty bonds is not guaranteeing payment or 
performance under all circumstances, and the issuer of such bonds may assert any defenses it may have for 
payment or performance.  Moreover, in the event a default occurs under the warranty provisions of the 
Design-Build Agreement, there is a possibility of litigation between the Department and the DB Contractor, 
or between the Department and the providers of the warranty bond, which could further delay the 
construction and opening of Segment 1.  In addition, there can be no assurance that the Department could 
recover any amounts under any warranty bond. 

Liquidated Damages 

The amount of liquidated damages that the DB Contractor will be required to pay pursuant to the 
Design-Build Agreement for each calendar day that Substantial Completion or Final Acceptance of 
Segment 1 is not met will be limited by contract and may not be sufficient to cover all of the Department’s 
losses in the event of a delay or a failure to complete the required work in accordance with the plans and 
specifications, and other requirements of the contract documents.  Liquidated damages, if paid, may not be 
sufficient to enable the Commission to pay the principal and interest on the Bonds, and the other amounts 
required to be paid under the Trust Agreement.  There are numerous events that could cause an extension 
of the construction schedule and that could result in increased costs for Segment 1.  See “—Construction 
Delays and Cost Increases of the Project.” 

Liquidated damages are payable only under certain circumstances and even if paid, may not be 
sufficient to cover debt service payments on the Bonds when due.  In addition, collection of liquidated 
damages may require extensive litigation and no assurance can be provided that such amounts will in fact 
be collected.  The DB Contractor has not waived its rights to contest a demand for payment of liquidated 
damages.  See “SEGMENT 1 — Design-Build Agreement — Liquidated Damages.” 

Events of Force Majeure 

Construction and operation of Segment 1, and operation of the other existing projects that comprise 
the System, are at risk from events of force majeure, such as earthquakes, tornados, hurricanes or other 
natural disasters, epidemics, blockades, rebellions, war, riots, acts of sabotage, terrorism or civil 
commotion, and spills of hazardous materials, among other events.  See “— Weather Related Events” 
below.  Construction or operations may also be stopped or delayed from non-casualty events such as 
discovery of additional archaeological artifacts, changes in law, and litigation, among other things. 
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Limited Insurance Coverage 

Although the DB Contractor is required to provide certain types of insurance coverage during 
construction of Segment 1, such required insurance policies do not cover damage and delay from all events 
that could interrupt construction.  Risks that may not be insurable/insured include the following risks that 
may delay completion of Segment 1 without causing property damage: epidemics, blockades, strikes and 
riots.  Other risks that may not be insured/insurable include war, nuclear events, criminal or intentional acts 
of the insured, pollution, unforeseeable environmental or geological conditions, discovery of archaeological 
artifacts, changes in law, bankruptcy and acts of terrorism.  Pursuant to the Master Trust Agreement, the 
Commission has covenanted that, upon Substantial Completion, it will keep the System and its use and 
operation thereof insured (including through self-insurance) at all times in such amounts, subject to such 
exceptions and deductibles and against such risks, as are customary for similar organizations, including 
business interruption insurance.  However, there is no assurance that such insurance would be sufficient or 
funds thereof will be paid in sufficient time in all events to pay all of the Commission’s expenses under the 
Trust Agreement, including debt service on the Bonds.  For a description of the types and amounts of 
insurance coverage to be provided by the DB Contractor during construction of Segment 1, see “SEGMENT 
1 — Design-Build Agreement — Insurance.”  For a description of the covenants of the Commission to 
maintain insurance for the System, see “APPENDIX C — DEFINITIONS AND SUMMARY OF 
CERTAIN PROVISIONS OF THE TRUST AGREEMENT — SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS — Commercial Insurance or Self-Insurance Recommendation” and “— 
Schedule of Insurance Policies or Self-Insurance Program Information; Settlement of Insurance Claims; 
Insurance Proceeds.”  See also “RISK FACTORS — Weather Related Events.”  The System is supported 
through the creation of the Rate Stabilization Fund and the Commission’s System-related funding 
obligations subject to the appropriation of funds by the Legislature in a manner that would allow their use. 
See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS — Funds and Accounts — Rate 
Stabilization Fund,” and “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION.” 

Operating Risks 

The ability for the operations of the System to generate Revenues in amounts sufficient to pay debt 
service on the Bonds when due will be subject to and could be materially and adversely affected by the 
risks inherent in the operation of any toll facility.  The ability to repay the Bonds will be dependent on the 
volume of traffic that utilizes the System and the ability of the Department and the System’s toll facilities 
(including the computer systems of the Department, its vendors and the partnering agencies under 
interoperability agreements) to accurately process data.  Revenues to be generated and collected through 
the use of the System will be influenced by numerous factors, including, among other things, the ability to 
manage toll evasion and toll collection and enforcement practices; the ability to accurately record and 
process toll transactions and to collect Toll revenues on a timely basis; population, employment and income 
trends within the region; the congestion on alternative freeways, highways, and streets; time savings 
experienced by motorists utilizing the toll facilities; the toll rates; the availability and price of fuel; the 
availability, improvement, development, or construction of alternative roadways or transit facilities, such 
as rail lines or other transit options, which are complementary to (such as other segments in the SH 249 
Corridor) or which compete with the System; improvements to transportation technology; and the ability 
to control expenses. 

Risks of Competition 

In the Master Trust Agreement, the Commission agrees to refrain from exercising its discretionary 
authority to construct or operate, or allow TxDOT to construct or operate, any Capital Project (as defined 
in the Master Trust Agreement) on the Texas State Highway System that would have the purpose or 
reasonably foreseeable effect of materially adversely affecting the ability of the Commission to comply 
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with the covenants in the Master Trust Agreement, subject to certain exceptions.  See “APPENDIX C — 
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT — 
SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS — Covenant Not to Build Competing 
System.”  The excepted projects and improvements, if constructed, could compete, either directly or 
indirectly, with the System. No assurances can be given that competing projects will not be constructed or 
that such competing projects, if constructed, will not adversely affect traffic volumes and Revenues 
generated by the System in a manner not contemplated by the System T&R Report. 

Ability of the Commission to Meet Funding Obligations 

The Commission has pledged to use lawfully available funds, to the extent appropriated, to pay the 
Costs necessary to complete construction of Segment 1 if proceeds of the Bonds and the other funds made 
available are insufficient for such purpose, to operate and maintain the System, and to construct capital 
improvements to the System, including approximately $296.9 million to fund a portion of the Costs of 
constructing Segment 1.  See “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION.”  
Commission payments of construction, maintenance and operating costs of the State Highway System, 
which includes the System, have historically been paid from the State Highway Fund.  The State Highway 
Fund receives constitutionally dedicated funds from a variety of sources including, without limitation, 
federal transportation funds from the Highway Trust Fund (“HTF”) (funded through federal excise taxes 
on motor fuels and transfers from the U.S. Treasury).  Deposits of such taxes into the HTF must periodically 
be reauthorized by Congress, and failure to replenish the HTF expeditiously may have an adverse impact 
on the Department and Commission.  Even when federal highway authorization legislation is enacted to 
provide for federal funding, such funding legislation is subject to possible federal rescission of funds.  Any 
rescission of any future federal highway authorization legislation could reduce federal funds ultimately 
deposited into the State Highway Fund and have an adverse impact on the Department and Commission.  
See “SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION.” 

Although the funds described in the preceding paragraph are constitutionally dedicated to the 
construction, maintenance, and operation of the State Highway System, all funds available to the 
Commission to satisfy the covenants described under the caption “SYSTEM-RELATED FUNDING 
OBLIGATIONS OF COMMISSION” are subject to appropriation and could be appropriated by the State 
Legislature in a manner that would make such funds unavailable for support of the System.  While the 
appropriation of amounts in the State Highway Fund are not included in appropriations of general revenue 
of the State and therefore, are not subject to reductions that could result from the legislative budget process, 
the appropriation of other funds for the Commission and the Department could be adversely affected.  Any 
failure of the State Legislature to timely appropriate sufficient funds for such purposes, the imposition by 
the State Legislature of any significant restrictions on the Department’s ability to transfer other Department 
appropriations to such purposes or restrictions on such appropriation preventing support of the System, 
could result in insufficient funds being available to the Commission for it to satisfy such covenants in 
support of the System. 

Ability to Maintain or Raise Toll Rates 

The Commission has covenanted in the Master Trust Agreement that it will (i) adopt and maintain 
in effect a Toll Rate Schedule for the System, in substantial conformity with the recommendation of the 
Traffic Consultant and in conformity with the toll rate policy of the Commission, including toll escalation, 
and (ii) establish charges for other uses of the property constituting a part of the System, such as property 
leases, designed collectively to produce Revenues to pay debt service on Obligations issued under the Trust 
Agreement, including the Bonds.  See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS 
— Toll Rates; Rate Covenant; Uniformity of Tolls.”  The Commission may need to raise the System’s toll 
rates in the future, beyond the automatic annual increases to toll rates provided for in the Commission’s 
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Toll Rate Escalation Policy for the System, in order to support the debt service requirements on Obligations 
issued under the Trust Agreement.  It is possible that any increase in toll rates could result in reduced usage 
of the System’s toll facilities, resulting in decreased Revenues.  Additionally, legislation may be enacted 
that, during certain periods or with respect to certain groups of people, prohibits the charging of tolls, or 
limits the toll rate, during such certain periods or with respect to such certain groups of people.  The 
Commission cannot predict the impact that any such legislation could have on Revenues of the System. 

Impact of Tolls on Future Complementary Facilities 

The Toll Revenue Forecasts in the System T&R Report are based on a number of assumptions, 
including an assumption that certain future highway network improvements identified in such report will 
be constructed as currently planned.  Such report anticipates that certain of these network improvements 
will compete with the System for traffic, and that other network improvements, including the 
Complementary Improvements, will feed traffic to the System.  To the extent that any future 
Complementary Improvements are constructed or later reconfigured as tolled facilities, traffic volumes on 
such facilities may be reduced, and therefore such facilities could feed less traffic to the System (except for 
Segment 3 and Segment 4, which the System T&R Report contemplates will be constructed as tolled 
facilities).  Such a reduction in traffic volumes could have a negative impact on Toll Revenues generated 
by the System, and in such event actual Revenues could be less than those set forth in the Toll Revenue 
Forecasts set forth in the System T&R Report. 

Impact of Toll Rates on Complimentary Facilities 

Neither the Commission nor the Department sets toll rates for any tolled Complementary 
Improvements which are not owned, operated or maintained by the Department, including Segment 3 and 
Segment 4, whose toll rates will be set by MCTRA and HCTRA, respectively.  Increases in toll rates for 
such Complementary Improvements could reduce traffic for such tolled facilities and therefore such 
facilities could feed less traffic to the System.  Such a reduction in traffic volumes could have a negative 
impact on Toll Revenues generated by the System, and in such event actual Toll Revenues could be less 
than those set forth in the Toll Revenue Forecasts set forth in the System T&R Report. 

Cyber-Attack Risks  

Computer hacking, cyber-attacks or other malicious activities could disrupt the operation of the 
System.  Further, security breaches such as leakage and compromised personal and credit information of 
pre-paid ETC customers, loss of confidential or proprietary data and failure or disruption of information 
technology systems could materially and adversely affect the reputation and Revenues of the System, the 
Commission and the Department, which could lead to significant capital outlays and decreased performance 
of the System, or interruption or reduction in the receipt of Revenues.  TxDOT has implemented numerous 
cybersecurity safeguards for the System and TxDOT’s toll roads across the State.  See “SEGMENT 1 — 
Toll Operations, Collection Facilities and Technology — Cybersecurity Safeguards for Toll Operations.” 

Motor Fuel Prices and Taxes 

Among other assumptions, the Toll Revenue Forecasts in the System T&R Report are based on the 
assumption that motor fuel and any other source of power for operating the motor vehicles will remain in 
adequate supply and increases in price will not substantially exceed overall inflation over the long-term.  
There is no assurance that motor fuel and any other source of power for operating motor vehicles will 
remain in adequate supply or that increases in price will not exceed overall inflation during the forecast 
period covered by the System T&R Report.  Prices of motor fuel and any other source of power for operating 
motor vehicles in excess of such a level could materially adversely affect the Toll Revenue Forecasts 
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contained in the System T&R Report.  See “SYSTEM TRAFFIC AND REVENUE REPORT” and 
“APPENDIX E — SYSTEM TRAFFIC AND REVENUE REPORT.” 

Weather Related Events 

The SH 249 Corridor, including Segment 1, is located near the Texas Gulf Coast. Land located in 
this area and on which the System is located is susceptible to high winds, heavy rain and flooding caused 
by rain events, hurricanes, tropical storms, and other tropical disturbances. A weather related event that 
significantly damages all or part of the System or disrupted businesses in the area could reduce the usage 
of the System or increase the expense of maintaining or restoring the System and result in a decrease in 
Toll Revenues available to pay debt service. The region also experiences severe flooding, which could 
make the System inaccessible for maintenance and disrupt the System’s operations and Revenues. 
Additionally, during events that require evacuations, the Department may suspend Tolls, which may have 
an adverse effect on Toll Revenues. 

There can be no assurance that a casualty loss to the System caused by a weather related event will 
be covered by insurance maintained for the System See “RISK FACTORS — Limited Insurance 
Coverage.” The System is supported through the creation of the Rate Stabilization Fund and the 
Commission’s System-related funding obligations subject to the appropriation of funds by the Legislature 
in a manner that would allow their use. See “SOURCES OF PAYMENT AND SECURITY FOR THE 
BONDS — Funds and Accounts — Rate Stabilization Fund,” and “SYSTEM-RELATED FUNDING 
OBLIGATIONS OF COMMISSION.”  However, even if funds are made available due to a casualty loss 
to the System and improvements are rebuilt, there could be a lengthy period in which operations of the 
System could be adverse affected and, therefore, the System’s ability to generate Revenues could be adverse 
affected. 

State Legislation 

The most recently completed State Legislature (the 85th Texas Legislature) adjourned its regular 
session on May 29, 2017 and its first special session on August 15, 2017.  The 85th Texas Legislature 
passed various bills that impacted the Commission, the Department, the System and the State Highway 
Fund, as further described in “SEGMENT 1 — Payment Methods for Tolls; Enforcement — Senate Bill 
312” and “APPENDIX A —THE TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE 
HIGHWAY FUND — The State Highway Fund — Toll Equity Obligations.”  The current regular session 
of the State Legislature (the 86th Texas Legislature) began on January 8, 2019.  While in session, the State 
Legislature may consider bills which could have a direct impact on the Commission, the Department, the 
System and the State Highway Fund.  Under the Texas Constitution, the Governor has the authority to call 
additional special sessions of the State Legislature at any time, each for a duration of no more than thirty 
days, to address only those subjects designated by the Governor.  The Commission makes no 
representations or predictions with respect to whether the Governor will exercise his authority under the 
Texas Constitution to call additional special sessions of the State Legislature, or concerning the substance 
or effect of any legislation that may be proposed and ultimately passed while the State Legislature is in 
session, or how any legislation passed in the future would affect the financial condition of the Commission, 
its operations, the System or any of its other projects. 

Limited Obligations 

The Bonds will constitute special, limited obligations of the Commission secured by and payable 
solely from a first lien on, pledge of, and security interest in the Trust Estate granted in the Trust Agreement, 
on an equal and ratable basis with such Additional First Tier Obligations as may hereafter be issued in 
accordance with the Master Trust Agreement.  The Bonds are the Initial Obligations of the Commission to 
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be issued pursuant to the Trust Agreement.  The Bonds will also be secured by certain of the respective 
proceeds thereof held in certain Funds and Accounts under the Trust Agreement and invested by the 
Commission pursuant to the terms of the Trust Agreement.  See “SOURCES OF PAYMENT AND 
SECURITY FOR THE BONDS.” 

NONE OF THE STATE OF TEXAS, THE COMMISSION, THE DEPARTMENT, OR ANY 
OTHER AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF TEXAS IS OBLIGATED 
TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS EXCEPT 
THE COMMISSION SOLELY FROM THE TRUST ESTATE AND CERTAIN FUNDS CREATED 
UNDER THE TRUST AGREEMENT. NEITHER THE FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OF TEXAS OR ANY AGENCY OR POLITICAL SUBDIVISION 
THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, 
OR INTEREST ON THE BONDS. NEITHER THE COMMISSION NOR THE DEPARTMENT 
HAS ANY TAXING POWER. THE TRUST AGREEMENT DOES NOT CREATE A MORTGAGE 
ON THE SH 249 SYSTEM. 

Other than the pledge of the Trust Estate, the Commission has not mortgaged, assigned or pledged 
any interest in any real or personal property or improvements, including any interest in the System or any 
expansions or extensions thereto, as security for payment of the Bonds.  See “SOURCES OF PAYMENT 
AND SECURITY FOR THE BONDS — Sources of Payment — Limited Obligations.” 

Use of Surplus Revenues 

Revenues remaining in the General Reserve Fund on the last day of a Fiscal Year (after Revenues 
are used to pay debt service on the Bonds and to make other deposits required pursuant to the Master Trust 
Agreement) may be used to repay amounts expended by the Commission on the System in any Fiscal Year 
(current or previous without limitation).  Any moneys remaining in the General Reserve Fund after such 
reimbursement of the Commission may be used for any lawful purpose.  The repayment of amounts 
expended by the Commission from monies in the General Reserve Fund may diminish the amount of funds 
available to pay debt service on the Bonds in the event that funds held in the debt service funds, Rate 
Stabilization Fund, and other funds created pursuant to the Master Trust Agreement are insufficient to pay 
debt service on the Bonds.  See “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS — 
Flow of Funds” and “APPENDIX C — DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS 
OF THE TRUST AGREEMENT — SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
— General Reserve Fund.” 

Limitation and Enforceability of Remedies 

Limitation of Remedies under the Trust Agreement.  The remedies available to Owners of the 
Bonds upon an Event of Default under the Trust Agreement are limited to the seeking of specific 
performance or a writ of mandamus or other suit, action or proceeding compelling and requiring the 
Commission and its officers to observe and perform any covenant, condition or obligation prescribed in the 
Trust Agreement.  The enforcement of the remedy of mandamus may be difficult and time consuming. 

No Right to Accelerate Debt Service.  NO ACCELERATION REMEDY IS AVAILABLE TO 
OWNERS OF THE BONDS.  Owners of the Bonds will, therefore, be able to collect principal and interest 
that become due after an Event of Default only from the Revenues or other property included in the Trust 
Estate and only when such principal and interest are scheduled to be paid. 

Enforceability of Remedies.  The remedies available under the Trust Agreement are in many 
respects dependent upon regulatory and judicial actions that are often subject to discretion and delay.  Under 
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existing law, such remedies may not be readily available.  In addition, enforcement of such remedies (i) may 
be subject to general principles of equity which may permit the exercise of judicial discretion, (ii) are 
subject to the exercise in the future by the State and its agencies and political subdivisions of the police 
power inherent in the sovereignty of the State, (iii) are subject, in part, to the provisions of the United States 
Bankruptcy Act and other applicable bankruptcy, insolvency, reorganization, moratorium or similar laws 
relating to or affecting the enforcement of creditors’ rights generally, now or hereafter in effect, and (iv) 
are subject to the exercise by the United States of the powers delegated to it by the federal Constitution.  
The various legal opinions to be delivered concurrently with the delivery of the Bonds will be qualified to 
the extent that the enforceability of certain legal rights related to the Bonds is subject to limitations imposed 
by bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors generally 
and by equitable remedies and proceedings generally. 

Texas courts have long held that neither the State nor any subdivision thereof may be sued under 
Texas law without consent, and then only in the manner indicated by that consent.  The Texas sovereign 
immunity doctrine includes two distinct principles:  immunity from suit and immunity from liability.  With 
regard to breach of contract claims against the State, however, Texas courts have held that when the State 
enters into a contract with a private party, it waives immunity from liability but not immunity from suit.  
Immunity from suit deprives a court of subject matter jurisdiction, and can only be waived as specifically 
provided for by the State Legislature, either by statute or by special resolution. 

Environmental Risks 

General.  The System is subject to the environmental laws and regulations of the State and the 
United States, which are subject to change, and the Department may be required to expend substantial funds 
to meet such requirements.  Compliance with such environmental standards, and litigation relating to 
environmental claims, may have an adverse impact on the development, construction, and operation of 
Segment 1 or the Complementary Improvements and on the industrial, commercial and residential 
development in the area surrounding the System and the entire SH 249 Corridor. 

Air Quality Regulations.  Transportation projects, including Segment 1, must comply with the 
federal Clean Air Act (“CAA”) and other air quality control measures required by the United States 
Environmental Protection Agency (the “EPA”) and the Texas Commission on Environmental Quality (the 
“TCEQ”).  The CAA requires the EPA to adopt and periodically revise national ambient air quality 
standards (“NAAQS”) for certain air pollutants, including ozone that may reasonably be anticipated to 
endanger public health or welfare.  Areas in which the monitored ambient air quality exceeds the NAAQS 
for a particular pollutant can be designated as “nonattainment” by the EPA.  A nonattainment designation 
then triggers a process by which the affected state must develop and implement a plan to improve air quality 
and “attain” compliance with the appropriate standard.  This State Implementation Plan (“SIP”) establishes 
enforceable control measures and time frames. 

Nonattainment areas are also subject to “transportation conformity” requirements under the CAA, 
which are intended to ensure that integrated transportation and air quality planning occur in such areas and 
that air quality in such areas is not negatively impacted by federal funding and approval of transportation 
activities. Transportation conformity requirements apply to transportation plans, transportation 
improvement programs, and projects funded or approved by the Federal Highway Administration 
(“FHWA”) or the Federal Transit Administration. A transportation conformity determination is required 
within one year of an area being designated as a nonattainment area, and must be periodically revisited in 
nonattainment areas. 

The System (which initially consists of Segment 1) is located partially within the Houston-
Galveston-Brazoria ozone nonattainment area (“HGB Nonattainment Area”) designated by the EPA under 



 

58 
  

the CCA.  The HGB Nonattainment Area is comprised of the following eight counties:  Brazoria, Chambers, 
Fort Bend, Galveston, Harris, Liberty, Montgomery, and Waller Counties. 

The HGB Nonattainment Area was designated as a “marginal” nonattainment area under the 2008 
eight-hour ozone standard of 0.075 parts per million (“ppm”) effective July 20, 2012 (the “2008 Ozone 
Standard”).  Because the HGB Nonattainment Area’s “design value” for 2015 exceeded the 2008 Ozone 
Standard, the EPA reclassified the HGB Nonattainment Area from “marginal” to “moderate” 
nonattainment, effective December 14, 2016.  If the air quality in the HGB Nonattainment Area does not 
meet the 2008 Ozone Standard, the HGB Nonattainment Area may be reclassified to “serious” 
nonattainment. 

On October 1, 2015, the EPA lowered the eight-hour ozone standard to 0.070 ppm (the “2015 
Ozone Standard”).  This action did not revoke or replace the 2008 Ozone Standard.  On May 1, 2018, the 
EPA designated the HGB area as nonattainment under the 2015 Ozone Standard, and submitted this ruling 
for publication in the Federal Register. The HGB area nonattainment designation became effective as of 
August 3, 2018. 

Should the HGB Nonattainment Area fail to achieve attainment, or should the HGB Nonattainment 
Area fail to satisfy the then-effective SIP, or for any other reason should a lapse in conformity with the 
CAA occur, the HGB Nonattainment Area may be subjected to sanctions pursuant to the CAA.  Under such 
circumstances, the TCEQ would be required under the CAA to submit to EPA a new SIP under the CAA 
for the area.  The exact nature of CAA sanctions or any new SIP requirements for the HGB Nonattainment 
Area is currently unknown.  Nevertheless, it is possible that all or some of the transportation control 
measures (“TCMs”) available as sanctions under the CAA may be imposed, which are strategies that seek 
to reduce transportation-related air pollution by improving traffic flow, improving public transit, and 
reducing vehicle use.  TCMs are an optional control strategy under the CAA, although the implementation 
of TCMs is required under certain circumstances for a nonattainment area classified as “serious” or above.  
The CAA also provides for mandatory sanctions, including the suspension of highway funding, should the 
State fail to submit a proper SIP, or associated submissions, fail to revise or implement a SIP or fail to 
comply with an existing SIP.  Subject to certain exceptions, if the HGB Nonattainment Area falls out of 
conformity and the mandatory highway funding suspension sanction is implemented, the U.S. Secretary of 
Transportation may be prohibited from approving or awarding transportation projects or grants within the 
area failing to conform to the CAA.  It is not possible at this time to determine the exact nature of any 
sanctions or additional nonattainment SIP requirements that may apply to the HGB Nonattainment Area in 
the future. 

NEPA Compliance.  The Department conducted an Environmental Impact Statement for Segment 
1 under the federal National Environmental Policy Act (“NEPA”).  On January 12, 2016, the Department 
issued a Record of Decision for Segment 1, which completed the environmental process and allowed 
Segment 1 to proceed to final design and construction.  On September 26, 2017, FHWA executed a Federal 
Project Authorization and Agreement documenting its concurrence with the award of the Design-Build 
Agreement for Segment 1.  Based on the FHWA approval and concurrence for Segment 1, the Department 
anticipates that Segment 1 would be “grandfathered” as an approved project and allowed to proceed should 
Montgomery County or Grimes County experience a conformity lapse under the CAA. FHWA's 
interpretation that projects receiving federal approval prior to a conformity lapse may proceed 
notwithstanding a conformity lapse could be nevertheless subject to challenge on the grounds that it 
conflicts with court decisions that have invalidated CAA conformity regulations that established similar 
“grandfather” protections for ongoing projects. If successfully challenged, completion of Segment 1 could 
be delayed due to a conformity lapse. 
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Environmental Litigation.  It is possible that nonattainment, a lapse in conformity under the CAA, 
or other environmental issues may result in litigation involving injunctive or other relief that could give rise 
to delays in the construction or operation, as applicable, of Segment 1 or the Complementary Improvements 
described in the Revenue Forecasts anticipated to favorably impact the System. Litigation under NEPA or 
other State or federal environmental laws may also result in injunctive or other relief and the possibility of 
delays in the construction or operation, as applicable, of Segment 1 or the Complementary Improvements. 
See “—Construction Delays and Cost Increases of the Project” and “—Construction Delays on Non-System 
Segments” above. 

THE SERIES 2019A BONDS 

General 

The Series 2019A Bonds are being issued in part as (i) Current Interest Bonds (“2019A CIBs”) and 
in part as (ii) Capital Appreciation Bonds (the “2019A CABs”).  The Series 2019A CIBs will mature on the 
dates and in the principal amounts shown on page iv hereof.  Interest on the Series 2019A CIBs will accrue 
from their Date of Delivery and will be payable on each February 1 and August 1, commencing August 1, 
2019, until maturity or prior redemption, and such interest will be calculated on the basis of a 360-day year 
consisting of twelve 30-day months. 

The Series 2019A CABs will mature on the dates and in the Maturity Amounts set forth on page iv 
hereof.  Interest on the Series 2019A CABs will accrete from their Date of Delivery, will be compounded 
semiannually on each February 1 and August 1 (each an “Accretion Date”), commencing August 1, 2019, 
and will be payable together with principal at maturity or prior redemption.  The Maturity Amounts of the 
Series 2019A CABs will be payable only at maturity.  The interest on the Series 2019A CABs will be 
calculated on the basis of a 360-day year of twelve 30-day months. 

As used herein the “Accreted Value” of the Series 2019A CABs per $5,000 Maturity Amount is as 
presented in “SCHEDULE II – ACCRETED VALUE TABLE” attached hereto.  Such Accreted Values are 
based on the initial offering prices and the approximate initial yields to maturity therefor.  Such Accreted 
Value table is provided for informational purposes only and may not reflect the prices for the Series 2019A 
CABs in the secondary market.  For any day other than an Accretion Date with respect to a Series 2019A 
CAB, the Accreted Value shall be determined by a straight-line interpolation between the values for the 
applicable semiannual compounding dates (based on 30-day months). 

The approximate yields of the Series 2019A CABs as set forth on page iv of this Official Statement 
are based upon the initial offering prices therefor set forth on such page.  For various reasons, securities 
that do not pay interest periodically, such as the Series 2019A CABs, have traditionally experienced greater 
price fluctuations in the secondary market than securities that pay interest on a periodic basis with the same 
maturity date. 

Redemption 

Optional Redemption of the Series 2019A CIBs.  The Series 2019A CIBs are subject to optional 
redemption prior to maturity at the option of the Commission, with funds derived from any available source, 
on February 1, 2029 or on any date thereafter, in whole or in part, at a redemption price equal to the par 
amount of the Series 2019A CIBs to be redeemed plus accrued interest thereon to the date of redemption.  
If less than all of the Series 2019A CIBs, or mandatory sinking fund installments in the case of the Term 
Series 2019A CIBs (defined below), are to be optionally redeemed, the particular maturities or mandatory 
sinking funds installments of the Series 2019A CIBs to be redeemed will be determined by the Commission 
in its sole discretion (provided that a portion of any Series 2019A CIB may be redeemed only in an 
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Authorized Denomination). If less than all of the Series 2019A CIBs of any maturity, or mandatory sinking 
fund installment in the case of the Term Series 2019A CIBs, are to be redeemed, the Trustee (or DTC while 
the Series 2019A CIBS are in book-entry-only form) shall determine by lot or other customary random 
method (including pro rata pass-through distribution determined below) the Series 2019A CIBs or portion 
thereof within such maturity or mandatory sinking fund installment to be redeemed (provided that a portion 
of any Series 2019A CIB may be redeemed only in an Authorized Denomination). See “GENERAL 
INFORMATION REGARDING THE BONDS – Redemption Procedures – Selection of Bonds to be 
Redeemed.” 

Optional Redemption of the Series 2019A CABs.  The Series 2019A CABs are subject to optional 
redemption prior to maturity at the option of the Commission, with funds derived from any available source, 
on February 1, 2029 or on any date thereafter, in whole or in part, at a redemption price of (i) 102% of the 
Accreted Value of the particular maturity or maturities of the Series 2019A CABs to be redeemed during 
the period February 1, 2029 to, but not including, August 1, 2029, (ii) 101.5% of the Accreted Value of the 
particular maturity or maturities of the Series 2019A CABs to be redeemed during the period August 1, 
2029 to, but not including, February 1, 2030, (iii) 101% of the Accreted Value of the particular maturity or 
maturities of the Series 2019A CABs to be redeemed during the period February 1, 2030 to, but not 
including, August 1, 2030, (iv) 100.5% of the Accreted Value of the particular maturity or maturities of the 
Series 2019A CABs to be redeemed during the period August 1, 2030 to, but not including, February 1, 
2031 and (v) 100% of the Accreted Value of the particular maturity or maturities of the Series 2019A CABs 
to be redeemed on and after February 1, 2031.  If less than all of the Series 2019A CABs are to be optionally 
redeemed, the particular maturities of the Series 2019A CABs to be redeemed will be determined by the 
Commission in its sole discretion (provided that a portion of any Series 2019A CAB may be redeemed only 
in an Authorized Denomination). If less than all of the Series 2019A CABs of any maturity are to be 
redeemed, the Trustee (or DTC while the Series 2019A CABs are in book-entry-only form) shall determine 
by lot or other customary random method (including pro rata pass-through distribution determined below) 
the Series 2019A CABs or portion thereof within such maturity to be redeemed (provided that a portion of 
any Series 2019A CAB may be redeemed only in an Authorized Denomination). See “GENERAL 
INFORMATION REGARDING THE BONDS – Redemption Procedures – Selection of Bonds to be 
Redeemed.” 

Mandatory Redemption of the Series 2019A CIBs.  The Series 2019A CIBs maturing on August 
1, 2057 (the “Term Series 2019A CIBs”) are subject to mandatory sinking fund redemption prior to maturity 
in the aggregate principal amounts and on the dates set forth in the following table, at a redemption price 
equal to the par amount thereof plus accrued interest to, but not including, the redemption date, as follows: 

Term Series 2019A CIBs 
Maturing August 1, 2057 

 
Redemption Date  

(August 1) Principal Amount 
2053 $23,610,000 
2054 27,950,000 
2055 29,350,000 
2056 30,815,000 
2057(1) 32,360,000 

 

   
(1) Final Maturity 

If less than all of the Term Series 2019A CIBs are to be redeemed pursuant to such mandatory 
sinking fund redemption, the particular mandatory sinking fund installments of the Term Series 2019A 
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CIBs to be redeemed will be determined as set forth below under “GENERAL INFORMATION 
REGARDING THE BONDS – Redemption Procedures – Selection of Bonds to be Redeemed.” 

The principal amount of the Term Series 2019A CIBs required to be redeemed on any redemption 
date pursuant to the operation of mandatory sinking fund redemption provisions will be reduced at the 
option of the Commission by the principal amount of any Term Series 2019A CIBs which, at least 45 days 
prior to the mandatory sinking fund redemption date, (1) has been acquired by the Commission and 
delivered to the Trustee for cancellation, (2) has been acquired and canceled by the Trustee, at the direction 
of the Commission, at a price not exceeding the principal amount of such Term Series 2019A CIBs plus 
accrued interest to the date of acquisition thereof, or (3) has been redeemed pursuant to the optional 
redemption provisions and not previously credited to a scheduled mandatory redemption. 

THE SERIES 2019B BONDS 

General 

The Series 2019B Bonds are being issued as Current Interest Bonds.  The Series 2019B Bonds will 
mature on the dates and in the principal amounts shown on page v hereof.  Interest on the Series 2019B 
Bonds will accrue from their Date of Delivery and will be payable on each February 1 and August 1, 
commencing August 1, 2019, until maturity or prior redemption, and such interest will be calculated on the 
basis of a 360-day year consisting of twelve 30-day months. 

Redemption 

Optional Redemption of the Series 2019B Bonds at Par.  The Series 2019B Bonds are subject to 
optional redemption prior to maturity at the option of the Commission, with funds derived from any 
available source, on February 1, 2029 or on any date thereafter, in whole or in part, at a redemption price 
equal to the par amount of the Series 2019B Bonds to be redeemed plus accrued interest thereon to the date 
of redemption.  If less than all of the Series 2019B Bonds are to be optionally redeemed, the particular 
maturities of the Series 2019B Bonds to be redeemed will be determined by the Commission in its sole 
discretion (provided that a portion of any Series 2019B Bond may be redeemed only in an Authorized 
Denomination).  If less than all of the Series 2019B Bonds of any maturity are to be redeemed, the Trustee 
(or DTC while the Series 2019B Bonds are in book-entry-only form) shall determine by lot or other 
customary random method (including pro rata pass-through distribution determined below) the Series 
2019B Bonds or portion thereof within such maturity to be redeemed (provided that a portion of any Series 
2019B Bond may be redeemed only in an Authorized Denomination). See “GENERAL INFORMATION 
REGARDING THE BONDS – Redemption Procedures – Selection of Bonds to be Redeemed.” 

Optional Redemption of the Series 2019B Bonds with Make-Whole Premium.  The Commission 
reserves the right to redeem at its option the Series 2019B Bonds, or portions thereof in integral multiples 
of $5,000, at any time before February 1, 2029, in whole or from time to time in part, in such order of their 
maturity as the Commission shall determine (and if in part within a maturity, on a pro rata basis within such 
maturity, as defined below), at the Make-Whole Redemption Price. 

The “Make-Whole Redemption Price” is the greater of (i) 100% of the principal amount of the 
Series 2019B Bonds to be redeemed and (ii) the sum of the present value of the remaining scheduled 
payments of principal and interest to the maturity date of the Series 2019B Bonds to be redeemed, not 
including any portion of those payments of interest accrued and unpaid as of the date on which the Series 
2019B Bonds are to be redeemed, discounted to the date on which such Series 2019B Bonds are to be 
redeemed on a semiannual basis, assuming a 360-day year consisting of twelve 30-day months, at the 
Treasury Rate (as defined below) plus 35 basis points, plus, in each case, accrued and unpaid interest on 
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the Series 2019B Bonds to be redeemed on the redemption date.  The Commission may retain an 
independent accounting firm or financial advisor to determine the Make-Whole Redemption Price and 
perform all actions and make all calculations required to determine the Make-Whole Redemption Price.  
The Commission may conclusively rely on such accounting firm’s or financial advisor’s calculations in 
connection with, and determination of, the Make-Whole Redemption Price, and the Commission will not 
have any liability for their reliance. 

The “Treasury Rate” is, as of any redemption date, the yield to maturity as of such redemption date 
of United States Treasury securities with a constant maturity (as compiled and published in the most recent 
Federal Reserve Statistical Release H.15 (519) that has become publicly available at least two Business 
Days prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical Release is 
no longer published, any publicly available source of similar market data)) most nearly equal to the period 
from the redemption date to the maturity date of the Series 2019B Bonds to be redeemed. However, if the 
period from the redemption date to such maturity date is less than one year, the weekly average yield on 
actually traded United States Treasury securities adjusted to a constant maturity of one year will be used. 

GENERAL INFORMATION REGARDING THE BONDS 

General 

The Bonds will be issued as fully registered bonds, without coupons, and will be dated February 1, 
2019, although interest thereon will accrue or accrete, as applicable, from the Date of Delivery.  The Bonds 
will be issued in book-entry form pursuant to the book-entry-only system described in APPENDIX G 
hereto.  Beneficial owners of the Bonds will not receive physical delivery of the bond certificates.  
Beneficial ownership of the Bonds may be acquired in principal denominations of integral multiples of 
$5,000 for the Series 2019A CIBs and the Series 2019B Bonds and in Maturity Amounts of integral 
multiples of $5,000 for the Series 2019A CABs. 

Record Date 

The Record Date for the payment of interest with respect to the Bonds is the close of business on 
the 15th day of the calendar month immediately preceding any Interest Payment Date, regardless of whether 
such day is a Business Day. 

Payments in the Event of Holidays 

If the date for payment of the principal of or interest on the Bonds is a Saturday, Sunday, a legal 
holiday, or a day on which banking institutions in the city where the Trustee is located are authorized by 
law or executive order to close, then the date for such payment shall be the next succeeding day which is 
not such a Saturday, Sunday, legal holiday, or day on which banking institutions are authorized to close; 
and payment on such date shall have the same force and effect as if made on the original date payment was 
due. 

Redemption Procedures 

Notice of Redemption.  At least 30 days prior to the date fixed for optional redemption of any 
Bonds, a written notice is required to be sent by the Trustee by United States mail, first-class postage 
prepaid, to the Registered Owner of each Bond to be redeemed at its address as it appeared in the registration 
books maintained by the Trustee on the 45th day prior to such redemption date; provided, however, that the 
failure to send, mail, or receive such notice, or any defect therein or in the sending or mailing thereof, will 
not affect the validity or effectiveness of the proceedings for the optional redemption of any such Bond.  
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The mailing of such notice as required above in connection with the redemption of such Bonds prior to 
maturity at the option of the Commission will be the only notice actually required in connection with or as 
a prerequisite to such optional redemption of any Bonds or portions thereof.  All redemption notices for the 
Bonds are required to contain a description of the Bonds to be redeemed including such items specified in 
the Trust Agreement. 

In addition to the foregoing notice, in the event the Bonds to be redeemed are not subject to 
redemption within the next succeeding 60 days, the Trustee must give further notice to the Registered 
Owners that the deposit required by the Master Trust Agreement has been made and that such Bonds are 
deemed to have been paid in accordance with the Master Trust Agreement. 

So long as a Book-Entry-Only System is used for the Bonds, the Trustee will send any notices with 
respect to such Bonds only to DTC.  Any failure by DTC to advise any DTC participant, or of any DTC 
participant or indirect participant to notify the beneficial owner, will not affect the validity of the redemption 
of such Bonds called for redemption or any other action premised on any such notice. 

During any period in which ownership of the Bonds is determined by a book-entry at a securities 
depository for the Bonds, if fewer than all of the Bonds of the same maturity and bearing the same interest 
rate are to be redeemed, the particular Bonds of such maturity bearing such interest rate will be selected in 
accordance with the arrangements between the Commission and DTC. 

Conditional Notice of Redemption.  In the case of an optional redemption of the Bonds, the notice 
may state (1) that it is conditioned upon the deposit of money with the Trustee, in an amount equal to the 
amount necessary to effect the redemption, no later than the redemption date or (2) that the Commission 
retains the right to rescind such notice at any time prior to the scheduled redemption date if the Commission 
delivers a certificate of a Department Representative to the Trustee instructing the Trustee to rescind the 
redemption notice (in either case, a “Conditional Redemption”), and such notice and optional redemption 
shall be of no effect if such money is not so deposited or if the notice is rescinded as described in the 
paragraph below. 

Any Conditional Redemption may be rescinded in whole or in part at any time prior to the 
redemption date if the Commission delivers a certificate of a Department Representative to the Trustee 
instructing the Trustee to rescind the redemption notice.  The Trustee is required to give prompt notice of 
such rescission or failure to deposit funds to the affected Registered Owners.  Any Bonds subject to 
Conditional Redemption where redemption has been rescinded or funds to effect the redemption have not 
been deposited will remain outstanding and the rescission or failure to deposit funds will not constitute an 
event of default. 

Selection of Bonds to be Redeemed.  If the Bonds are registered in book-entry-only form and so 
long as DTC or a successor securities depository is the sole registered owner of such Bonds, if less than all 
of the Bonds of a particular Series, interest rate and maturity are called for prior redemption, the particular 
Bonds or portions thereof to be redeemed shall be allocated on a pro rata pass-through distribution of 
principal basis in accordance with DTC procedures, provided that, so long as the Bonds are held in book-
entry form, the selection for redemption of such Bonds shall be made in accordance with the operational 
arrangements of DTC then in effect, and, if the DTC operational arrangements do not allow for redemption 
on a pro rata pass-through distribution of principal basis, the Bonds will be selected for redemption, in 
accordance with DTC procedures, by lot or such other method then required by DTC; provided that any 
such redemption must be performed such that all Bonds remaining outstanding will be in Authorized 
Denominations. 
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If a Series 2019A CIB or Series 2019B Bond is in a principal denomination in excess of $5,000, 
portions of the principal sum in amounts of $5,000 or any integral multiple thereof may be redeemed, and, 
if less than all of the principal sum is to be redeemed, there will be issued, without charge to the Registered 
Owner, upon the surrender of such Bond at the designated office of the Trustee, a new Bond of like maturity, 
Series, and interest rate in any Authorized Denominations provided by the Trust Agreement for the then 
unredeemed balance of the principal amount. 

If a Series 2019A CAB is in a Maturity Amount denomination in excess of $5,000, portions of a 
Series 2019A CAB with a Maturity Amount in amounts of $5,000 or any integral multiple thereof may be 
redeemed, and, if less than all of the Series 2019A CAB is to be redeemed, there will be issued, without 
charge to the Registered Owner, upon the surrender of such Bond at the designated office of the Trustee, a 
new Bond of like maturity, Series, and interest rate in any Authorized Denominations provided by the Trust 
Agreement for the then unredeemed balance of the Maturity Amount. 

If a Bond is selected for redemption, in whole or in part, neither the Commission nor the Trustee 
will be required to transfer such Bond to an assignee of the Registered Owner within 45 days of the 
redemption date; provided, however, that such limitation on transferability will not be applicable to any 
exchange by the Registered Owner of the unredeemed balance in the event of its redemption in part. 

Effect of Redemption.  If due provision has been made with the Trustee for the payment of the 
required redemption price for the Bonds or portions thereof which are to be redeemed, plus any accrued or 
accreted interest, as applicable, to the date fixed for redemption, and notice is duly given as provided above, 
the Bonds or portions thereof which are to be redeemed will automatically be treated as redeemed prior to 
their scheduled maturities, and they will not bear interest after the date fixed for redemption, and they will 
not be regarded as being outstanding except for the right of the Registered Owners to receive the redemption 
price plus any accrued or accreted interest on the Bonds, as applicable, from the Trustee out of the funds 
provided for such payment. 

Trustee 

The Commission has covenanted to maintain and provide a Trustee at all times while Bonds are 
outstanding, and any successor Trustee must be a corporation or banking association, duly organized and 
doing business under the laws of the United States or of any state, authorized under such laws to exercise 
corporate trust powers and subject to supervision or examination by federal or state banking authority, of 
good standing, and having, at the time of its appointment, a combined capital and surplus aggregating not 
less than $100,000,000, or is an affiliate of, or has a contractual relationship with, a corporation or banking 
association meeting such capital and surplus requirement which guarantees the obligations and liabilities 
of the proposed trustee, and which is subject to supervision or examination by federal or state banking 
authority.  In the event that the entity at any time acting as Trustee should resign or otherwise cease to act 
as such, the Commission will promptly appoint a successor Trustee by written instrument.  If an instrument 
of acceptance has not been delivered to the resigning Trustee within thirty (30) days after the giving of such 
notice of resignation, the resigning Trustee or any Secured Owner may petition a court of competent 
jurisdiction for the appointment of a successor Trustee. 

For a description of limitations on the obligation of the Trustee to take action and exculpatory 
provisions, see “APPENDIX C – DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF 
THE MASTER TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL AGREEMENT – 
SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Trustee.” 
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Transfer, Exchange and Registration 

Beneficial ownership of the Bonds registered in the name of Cede & Co. will initially be transferred 
as described in “APPENDIX G – BOOK-ENTRY-ONLY SYSTEM.” 

As Bond Registrar, so long as any Obligations of a series remain outstanding, the Trustee will 
maintain a Bond Register for the registration and transfer of the Obligations of such series in accordance 
with the terms of the Trust Agreement. 

Upon surrender of any Bond at the designated office of the Trustee, together with an assignment 
duly executed by the current Registered Owner of such Bond or such Registered Owner’s duly authorized 
representative, such Bond may, at the option of the Registered Owner, be exchanged for an equal aggregate 
principal amount of Bonds of the same maturity, of Authorized Denominations and bearing interest at the 
same rate and in the same form as the Bond being surrendered for exchange, registered in the name or 
names designated on the assignment; provided that the Trustee is not required to exchange or register the 
transfer of Bonds after the giving of notice calling such Bonds for redemption, in whole or in part. 

The Trustee may make a charge to any Registered Owner requesting such exchange or registration 
in the amount of any tax or other governmental charge required to be paid with respect thereto and the 
Commission may charge such amount as it deems appropriate for each new Bond delivered upon such 
exchange or transfer, which charge or charges shall be paid before any new Bond shall be delivered. 

The Trustee will not be required to transfer or exchange any Bond after the giving of notice 
calling such Bonds for redemption, in whole or in part. 

Defeasance 

Any Obligations and the interest thereon shall be deemed to be paid, retired and no longer 
outstanding (each a “Defeased Obligation”) within the meaning of the Master Trust Agreement and the 
First Supplemental Agreement, except to the extent provided in the third paragraph below under this section 
entitled “Defeasance,” when payment of the principal of such Defeased Obligation, plus interest thereon to 
the due date (whether such due date be by reason of Maturity or otherwise) either (i) shall have been made 
or caused to be made in accordance with the terms thereof, or (ii) shall have been provided for on or before 
such due date by irrevocably depositing with or making available to the Trustee (or other bank or similar 
institution with trust powers meeting the qualifications of a trustee under the Master Trust Agreement) as 
escrow agent (the “Escrow Agent”) in accordance with an escrow agreement or other instrument (the 
“Future Escrow Agreement”) for such payment (1) lawful money of the United States sufficient to make 
such payment or (2) Defeasance Securities that mature as to principal and interest in such amounts and at 
such times as will insure the availability, without reinvestment, of sufficient money to provide for such 
payment, and when proper arrangements have been made by the Commission with the Escrow Agent for 
the payment of its services and those of the Trustee relating to such Defeased Obligations until such 
Defeased Obligations shall have become due and payable; provided, however, a Credit Facility shall not be 
deemed to have been paid and no longer Outstanding until all amounts due thereunder have been paid and 
the Credit Facility has been terminated in accordance with its terms.  At such time as an Obligation shall 
be deemed to be a Defeased Obligation under the Master Trust Agreement and the First Supplemental 
Agreement, as aforesaid, such Defeased Obligation and the interest thereon shall no longer be secured by, 
payable from, or entitled to the benefits of, the Trust Estate pledged as provided in the Master Trust 
Agreement, and such principal and interest shall be payable solely from such money or Defeasance 
Securities.  Notwithstanding any other provision of the Master Trust Agreement or the First Supplemental 
Agreement to the contrary, it is provided that any determination not to redeem Defeased Obligations that is 
made in conjunction with the payment arrangements specified in clauses (i) or (ii) immediately above shall 



 

66 
  

not be irrevocable, provided that, in the proceedings providing for such payment arrangements, the 
Commission (A) expressly reserves the right to call the Defeased Obligations for redemption; (B) gives 
notice of the reservation of that right to the owners of the Defeased Obligations immediately following the 
making of the payment arrangements; and (C) directs that notice of the reservation be included in any 
redemption notices that it authorizes. 

Any money so deposited with the Escrow Agent may at the written direction of the Commission 
be invested in Defeasance Securities, maturing in the amounts and times as set forth above, and all income 
from such Defeasance Securities received by the Escrow Agent that is not required for the payment of the 
Defeased Obligations and interest thereon, with respect to which such money has been so deposited, shall 
be turned over to the Commission, or deposited as directed in writing by the Commission.  Any Future 
Escrow Agreement pursuant to which the money, Defeasance Securities or a combination of the foregoing 
are held for the payment of Defeased Obligations may contain provisions permitting the investment or 
reinvestment of such money in Defeasance Securities or the substitution of other Defeasance Securities 
upon the satisfaction of the requirements specified in clauses (i) or (ii) in the preceding paragraph.  All 
income from such Defeasance Securities received that is not required for the payment of the Defeased 
Obligations, with respect to which such money has been so deposited, shall be remitted to the Commission 
or deposited as directed in writing by the Commission. 

Until all Defeased Obligations shall have become due and payable, the Trustee shall perform the 
services of Paying Agent for such Defeased Obligations the same as if they had not been defeased, and the 
Commission shall make proper arrangements to provide and pay for such services as required by the Master 
Trust Agreement. 

In the event that the Commission elects to defease less than all of the principal amount of a Series 
of Obligations of a Maturity with the same interest rate, the Trustee, or the Securities Depository if such 
Obligations are in book-entry-only form, shall select, or cause to be selected, such amount of such 
obligations by such random method as it deems fair and appropriate. 

Book-Entry-Only System 

In reading this Official Statement, it should be understood that while the Bonds are in the Book-
Entry-Only System, references in other sections of this Official Statement to Registered Owners should be 
read to include the person for which the Direct Participant or Indirect Participant acquires an interest in the 
Bonds, but (i) all rights of ownership must be exercised through DTC and the Book-Entry-Only System, 
and (ii) notices that are to be given to Registered Owners under the Trust Agreement will be given only to 
DTC while the Bonds are in the Book-Entry-Only System.  See “APPENDIX G – BOOK-ENTRY-ONLY 
SYSTEM.” 

LITIGATION 

There is no litigation, proceeding, inquiry, or investigation pending by or before any court or other 
governmental authority or entity of which the Commission or the Department has notice and, to the 
knowledge of the Commission and the Department after due and reasonable inquiry, there is no such 
litigation, proceeding, inquiry, or investigation otherwise pending or threatened against or affecting the 
State or any of its agencies or instrumentalities that (i) affects the existence of the Department or the 
Commission or the right of the present members of the Commission and officers of the Department to hold 
their offices, (ii) affects the validity or enforceability of the provisions pursuant to which the Bonds are 
being issued, or (iii) would have a material adverse effect upon (A) the power of the Commission to issue 
the Bonds, or (B) the financial condition of the SH 249 System. 



 

67 
  

LEGAL MATTERS 

Legal matters incident to the authorization, issuance and sale of the Bonds are subject to approval 
of legality by the Attorney General of the State and of certain legal matters by McCall, Parkhurst & Horton 
L.L.P., Austin, Texas, Bond Counsel.  Though it represents the Financial Advisor and the Underwriters 
from time to time in matters unrelated to the issuance of the Bonds, Bond Counsel has been engaged by 
and represents only the Commission in connection with the issuance of the Bonds.  Attached hereto as 
“APPENDIX F – FORMS OF BOND COUNSEL OPINIONS” are the forms of opinions that Bond Counsel 
will render in connection with the issuance of the Bonds.  In its capacity as Bond Counsel, such firm has 
reviewed the information relating to the Bonds, the Trust Agreement and applicable law under the captions 
“INTRODUCTION – Purpose, – Sources of Payment and Security, – System-Related Funding Obligations 
of Commission, and – Authority for Issuance,” “PLAN OF FINANCE” (other than “– General” and “– 
Montgomery County Contribution”), “SOURCES OF PAYMENT AND SECURITY FOR THE BONDS 
(other than “Toll Rates; Rate Covenant; Uniformity of Tolls – Commission Toll Rate Escalation Policy”),” 
“SYSTEM-RELATED FUNDING OBLIGATIONS OF COMMISSION – Covenant to Cover Shortfalls in 
Operating Account,” “THE SERIES 2019A BONDS,” “THE SERIES 2019B BONDS,” “GENERAL 
INFORMATION REGARDING THE BONDS (other than “– Book-Entry-Only System”), “LEGAL 
MATTERS” (but only with respect to the first paragraph thereof), “TAX MATTERS,” “CONTINUING 
DISCLOSURE OF INFORMATION (other than “– Compliance with Prior Undertakings of the 
Commission”),” “LEGAL INVESTMENTS IN TEXAS,” “REGISTRATION AND QUALIFICATION 
OF BONDS FOR SALE,” “APPENDIX C – DEFINITIONS AND SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER TRUST AGREEMENT AND THE FIRST SUPPLEMENTAL 
AGREEMENT,” and “APPENDIX F – FORMS OF BOND COUNSEL OPINIONS” and such firm is of 
the opinion that the information, other than any financial, forecast, technical, engineering and statistical 
statements, tables and data contained under such captions as to which no view is expressed, contained under 
such captions and in such appendices is accurate in all material respects.  The payment of a portion of legal 
fees to Bond Counsel in connection with the issuance of the Bonds is contingent on the sale and delivery 
of the Bonds. 

Certain legal matters will be passed upon for the Commission by Orrick, Herrington & Sutcliffe 
LLP, Austin, Texas, Disclosure Counsel to the Commission, and the General Counsel to the Commission.  
Certain legal matters will be passed upon for the Underwriters by Locke Lord LLP and Mahomes Bolden 
PC, co-counsel to the Underwriters.  The payment of legal fees to Disclosure Counsel and Underwriters’ 
Counsel in connection with the issuance of the Bonds is contingent on the sale and delivery of the Bonds. 

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the 
professional judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed 
therein.  In rendering a legal opinion, the attorney does not become an insurer or guarantor of the expression 
of professional judgment, of the transaction opined upon or of the future performance of the parties to the 
transaction, nor does the rendering of an opinion guarantee the outcome of any legal dispute that may arise 
out of the transaction. 

TAX MATTERS 

General 

The following discussion is a summary of certain expected material federal income tax 
consequences of the purchase, ownership and disposition of the Bonds and is based on the Internal Revenue 
Code of 1986 (the “Code”), the regulations promulgated thereunder, published rulings and pronouncements 
of the Internal Revenue Service (“IRS”) and court decisions currently in effect. There can be no assurance 
that the IRS will not take a contrary view, and no ruling from the IRS, has been, or is expected to be, sought 
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on the issues discussed herein. Any subsequent changes or interpretations may apply retroactively and could 
affect the opinion and summary of federal income tax consequences discussed herein. 

The following discussion is not a complete analysis or description of all potential U.S. federal tax 
considerations that may be relevant to, or of the actual tax effect that any of the matters described herein 
will have on, particular holders of the Bonds and does not address U.S. federal gift or estate tax or (as 
otherwise stated herein) the alternative minimum tax, state, local or other tax consequences. This summary 
does not address special classes of taxpayers (such as partnerships, or other pass-thru entities treated as a 
partnerships for U.S. federal income tax purposes, S corporations, mutual funds, insurance companies, 
financial institutions, small business investment companies, regulated investment companies, real estate 
investment trusts, grantor trusts, former citizens of the U.S., broker-dealers, traders in securities and tax-
exempt organizations, individual recipients of Social Security or Railroad Retirement benefits, taxpayers 
who may be subject to branch profits tax or personal holding company provisions of the Code or taxpayers 
qualifying for the health insurance premium assistance credit) that are subject to special treatment under 
U.S. federal income tax laws, or persons that hold Bonds as a hedge against, or that are hedged against, 
currency risk or that are part of hedge, straddle, conversion or other integrated transaction, or persons whose 
functional currency is not the “U.S. dollar”. This summary is further limited to investors who will hold the 
Bonds as “capital assets” (generally, property held for investment) within the meaning of Section 1221 of 
the Code. This discussion is based on existing statutes, regulations, published rulings and court decisions, 
all of which are subject to change or modification, retroactively. 

As used herein, the term “U.S. Holder” means a beneficial owner of a Bond who or which is: (i) an 
individual citizen or resident of the United States, (ii) a corporation or partnership created or organized 
under the laws of the United States or any political subdivision thereof or therein, (iii) an estate, the income 
of which is subject to U.S. federal income tax regardless of the source; or (iv) a trust, if (a) a court within 
the U.S. is able to exercise primary supervision over the administration of the trust and one or more U.S. 
persons have the authority to control all substantial decisions of the trust, or (b) the trust validly elects to 
be treated as a U.S. person for U.S. federal income tax purposes. As used herein, the term “Non-U.S. 
Holder” means a beneficial owner of a Bond that is not a U.S. Holder. 

THIS SUMMARY IS INCLUDED HEREIN FOR GENERAL INFORMATION ONLY AND 
DOES NOT DISCUSS ALL ASPECTS OF THE U.S. FEDERAL INCOME TAXATION THAT MAY 
BE RELEVANT TO A PARTICULAR HOLDER OF BONDS IN LIGHT OF THE HOLDER’S 
PARTICULAR CIRCUMSTANCES AND INCOME TAX SITUATION. PROSPECTIVE HOLDERS OF 
THE BONDS SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT 
WHICH MAY BE ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP AND 
DISPOSITION OF THE BONDS BEFORE DETERMINING WHETHER TO PURCHASE BONDS. THE 
FOLLOWING DISCUSSION IS NOT INTENDED OR WRITTEN TO BE USED TO AVOID 
PENALTIES THAT MIGHT BE IMPOSED ON THE TAXPAYER IN CONNECTION WITH THE 
MATTERS DISCUSSED THEREIN. INVESTORS SHOULD CONSULT THEIR OWN TAX 
ADVISORS CONCERNING THE TAX IMPLICATIONS OF RECENTLY ENACTED LEGISLATION 
OR THE PURCHASE, OWNERSHIP OR DISPOSITION OF THE BONDS UNDER APPLICABLE 
STATE OR LOCAL LAWS, OR ANY OTHER TAX CONSEQUENCE. 

FOREIGN INVESTORS SHOULD ALSO CONSULT THEIR OWN TAX ADVISORS 
REGARDING THE TAX CONSEQUENCES UNIQUE TO NON-U.S. HOLDERS. 

 
Information Reporting and Backup Withholding 

Subject to certain exceptions, information reports describing interest income, including original 
issue discount, with respect to the Bonds will be sent to each registered holder and to the IRS. Payments of 
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interest and principal may be subject to withholding under sections 1471 through 1474 or backup 
withholding under Section 3406 of the Code if a recipient of the payments fails to furnish to the payor such 
owner’s social security number or other taxpayer identification number (“TIN”), furnishes an incorrect TIN, 
or otherwise fails to establish an exemption from the backup withholding tax. Any amounts so withheld 
would be allowed as a credit against the recipient’s federal income tax. Special rules apply to partnerships, 
estates and trusts, and in certain circumstances, and in respect of Non-U.S. Holders, certifications as to 
foreign status and other matters may be required to be provided by partners and beneficiaries thereof. 

 
Opinion 

Series 2019A Bonds 

On the date of initial delivery of the Series 2019A Bonds, McCall, Parkhurst & Horton L.L.P., 
Bond Counsel to the Commission, will render its opinion that, in accordance with statutes, regulations, 
published rulings and court decisions existing on the date thereof (“Existing Law”), (1) for federal income 
tax purposes, interest on the Series 2019A Bonds will be excludable from the “gross income” of the holders 
thereof and (2) the Series 2019A Bonds will not be treated as “specified private activity bonds” the interest 
on which would be included as an alternative minimum tax preference item under section 57(a)(5) of the 
Code. Except as stated above, Bond Counsel to the Commission will express no opinion as to any other 
federal, state or local tax consequences of the purchase, ownership or disposition of the Bonds. See 
“APPENDIX F – Forms of Bond Counsel’s Opinions.” 

In rendering its opinion, Bond Counsel to the Commission will rely upon (a) certain information 
and representations of the Commission, including information and representations contained in the 
Commission’s federal tax certificate related to the Series 2019A Bonds, and (b) covenants of the 
Commission contained in the Series 2019A Bond documents relating to certain matters, including arbitrage 
and the use of the proceeds of the Series 2019A Bonds and the property financed or refinanced therewith. 
Failure by the Commission to observe the aforementioned representations or covenants could cause the 
interest on the Series 2019A Bonds to become taxable retroactively to the date of issuance. 

The Code and the regulations promulgated thereunder contain a number of requirements that must 
be satisfied subsequent to the issuance of the Series 2019A Bonds in order for interest on the Series 2019A 
Bonds to be, and to remain, excludable from gross income for federal income tax purposes. Failure to 
comply with such requirements may cause interest on the Series 2019A Bonds to be included in gross 
income retroactively to the date of issuance of the Series 2019A Bonds. The opinion of Bond Counsel to 
the Commission is conditioned on compliance by the Commission with such requirements, and Bond 
Counsel to the Commission has not been retained to monitor compliance with these requirements 
subsequent to the issuance of the Series 2019A Bonds. 

Bond Counsel’s opinion regarding the Series 2019A Bonds represents its legal judgment based 
upon its review of Existing Law and the reliance on the aforementioned information, representations and 
covenants. Bond Counsel’s opinion related to the Series 2019A Bonds is not a guarantee of a result. Existing 
Law is subject to change by Congress and to subsequent judicial and administrative interpretation by the 
courts and the Department of the Treasury. There can be no assurance that Existing Law or the interpretation 
thereof will not be changed in a manner which would adversely affect the tax treatment of the purchase, 
ownership or disposition of the Series 2019A Bonds. 

A ruling was not sought from the IRS by the Commission with respect to the Series 2019A Bonds 
or property financed with the proceeds of the Series 2019A Bonds. No assurances can be given as to whether 
or not the IRS will commence an audit of the Series 2019A Bonds, or as to whether the IRS would agree 
with the opinion of Bond Counsel. If an audit is commenced, under current procedures the IRS is likely to 
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treat the Commission as the taxpayer and the holders may have no right to participate in such procedure. 
No additional interest will be paid upon any determination of taxability. 

Federal Income Tax Accounting Treatment of Original Issue Discount.  The initial public offering 
price to be paid for one or more maturities of the Series 2019A Bonds may be less than the principal amount 
thereof or one or more periods for the payment of interest on the bonds may not be equal to the accrual 
period or be in excess of one year (the “Original Issue Discount Bonds”). In such event, the difference 
between (i) the “stated redemption price at maturity” of each Original Issue Discount Bond, and (ii) the 
initial offering price to the public of such Original Issue Discount Bond would constitute original issue 
discount. The “stated redemption price at maturity” means the sum of all payments to be made on the bonds 
less the amount of all periodic interest payments. Periodic interest payments are payments which are made 
during equal accrual periods (or during any unequal period if it is the initial or final period) and which are 
made during accrual periods which do not exceed one year. 

Under Existing Law, any U.S. Holder who has purchased a Series 2019A Bond as an Original Issue 
Discount Bond in the initial public offering is entitled to exclude from gross income (as defined in section 
61 of the Code) an amount of income with respect to such Original Issue Discount Bond equal to that 
portion of the amount of such original issue discount allocable to the accrual period. For a discussion of 
certain collateral federal tax consequences, see discussion set forth below. In the event of the redemption, 
sale or other taxable disposition of such Original Issue Discount Bond prior to stated maturity, however, 
the amount realized by such U.S. Holder in excess of the basis of such Original Issue Discount Bond in the 
hands of such U.S. Holder (adjusted upward by the portion of the original issue discount allocable to the 
period for which such Original Issue Discount Bond was held by such initial owner) is includable in gross 
income. 

Under Existing Law, the original issue discount on each Original Issue Discount Bond is accrued 
daily to the stated maturity thereof (in amounts calculated as described below for each accrual period and 
ratably within each such accrual period) and the accrued amount is added to an initial owner’s basis for 
such Original Issue Discount Bond for purposes of determining the amount of gain or loss recognized by 
such owner upon the redemption, sale or other disposition thereof. The amount to be added to basis for each 
accrual period is equal to (a) the sum of the issue price and the amount of original issue discount accrued 
in prior periods multiplied by the yield to stated maturity (determined on the basis of compounding at the 
close of each accrual period and properly adjusted for the length of the accrual period) less (b) the amounts 
payable as current interest during such accrual period on such Original Issue Discount Bond. 

All U.S. Holders of Original Issue Discount Bonds should consult their own tax advisors with 
respect to the determination for federal, state and local income tax purposes of the treatment of interest 
accrued upon redemption, sale or other disposition of such Original Issue Discount Bonds and with respect 
to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption, sale or 
other disposition of such Original Issue Discount Bonds. 

Collateral Federal Income Tax Consequences.  Under Section 6012 of the Code, U.S. Holders of 
tax-exempt obligations, such as the Series 2019A Bonds, may be required to disclose interest received or 
accrued during each taxable year on their returns of federal income taxation.  Section 1276 of the Code 
provides for ordinary income tax treatment of gain recognized upon the disposition of a tax-exempt 
obligation, such as the Series 2019A Bonds, if such obligation was acquired at a “market discount” and if 
the fixed maturity of such obligation is equal to, or exceeds, one year from the date of issue. Such treatment 
applies to “market discount bonds” to the extent such gain does not exceed the accrued market discount of 
such bonds; although for this purpose, a de minimis amount of market discount is ignored. A “market 
discount bond” is one which is acquired by the holder at a purchase price which is less than the stated 
redemption price at maturity or, in the case of a bond issued at an original issue discount, the “revised issue 
price” (i.e., the issue price plus accrued original issue discount). The “accrued market discount” is the 
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amount which bears the same ratio to the market discount as the number of days during which the holder 
holds the obligation bears to the number of days between the acquisition date and the final maturity date. 

Future and Proposed Legislation.  Tax legislation, administrative actions taken by tax authorities, 
or court decisions, whether at the Federal or state level, may adversely affect the tax-exempt status of 
interest on the Series 2019A Bonds under Federal or state law and could affect the market price or 
marketability of the Series 2019A Bonds. Any such proposal could limit the value of certain deductions 
and exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being 
enacted cannot be predicted. Prospective purchasers of the Series 2019A Bonds should consult their own 
tax advisors regarding the foregoing matters. 

Series 2019B Bonds (Taxable) 

Certain U.S. Federal Income Tax Consequences to U.S. Holders.  Periodic Interest Payments and 
Original Issue Discount. The Series 2019B Bonds are not obligations described in Section 103(a) of the 
Code. Accordingly, the stated interest paid on the Series 2019B Bonds or original issue discount, if any, 
accruing on the Series 2019B Bonds will be includable in “gross income” within the meaning of Section 
61 of the Code of each owner thereof and be subject to federal income taxation when received or accrued, 
depending upon the tax accounting method applicable to such owner. 

Disposition of Series 2019B Bonds. An owner will recognize gain or loss on the redemption, sale, 
exchange or other disposition of a Series 2019B Bond equal to the difference between the redemption or 
sale price (exclusive of any amount paid for accrued interest) and the owner’s tax basis in the Series 2019B 
Bonds. Generally, a U.S. Holder’s tax basis in the Series 2019B Bonds will be the owner’s initial cost, 
increased by income reported by such U.S. Holder, including original issue discount and market discount 
income, and reduced, but not below zero, by any amortized premium. Any gain or loss generally will be a 
capital gain or loss and either will be long-term or short-term depending on whether the Series 2019B Bonds 
has been held for more than one year. 

Defeasance of the Series 2019B Bonds. Defeasance of any Series 2019B Bond may result in a 
reissuance thereof, for U.S. federal income tax purposes, in which event a U.S. Holder will recognize 
taxable gain or loss as described above. 

State, Local and Other Tax Consequences.  Investors should consult their own tax advisors 
concerning the tax implications of holding and disposing of the Series 2019B Bonds under applicable state 
or local laws, or any other tax consequence, including the application of gift and estate taxes. Certain 
individuals, estates or trusts may be subject to a 3.8% surtax on all or a portion of the taxable interest that 
is paid on the Series 2019B Bonds. PROSPECTIVE PURCHASERS OF THE SERIES 2019B BONDS 
SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE FOREGOING MATTERS. 

Certain U.S. Federal Income Tax Consequences to U.S. Holders.  A Non-U.S. Holder that is not 
subject to U.S. federal income tax as a result of any direct or indirect connection to the U.S. in addition to 
its ownership of a Series 2019B Bond, will not be subject to U.S. federal income or withholding tax in 
respect of such Series 2019B Bond, provided that such Non-U.S. Holder complies, to the extent necessary, 
with identification requirements including delivery of a signed statement under penalties of perjury, 
certifying that such Non-U.S. Holder is not a U.S. person and providing the name and address of such Non-
U.S. Holder. Absent such exemption, payments of interest, including any amounts paid or accrued in respect 
of accrued original issue discount, may be subject to withholding taxes, subject to reduction under any 
applicable tax treaty. Non-U.S. Holders are urged to consult their own tax advisors regarding the ownership, 
sale or other disposition of a Series 2019B Bond. 
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The foregoing rules will not apply to exempt a U.S. shareholder of a controlled foreign corporation 
from taxation on the U.S. shareholder’s allocable portion of the interest income received by the controlled 
foreign corporation. 

CONTINUING DISCLOSURE OF INFORMATION 

In the Trust Agreement, the Commission has made the following agreement for the benefit of the 
holders and beneficial owners of the Bonds.  The Commission is required to observe the agreement for so 
long as it remains obligated to advance funds to pay the Bonds.  Under such agreement, the Commission 
will be obligated to provide certain updated annual financial information and operating data and timely 
notice of specified events to the Municipal Securities Rulemaking Board (the “MSRB”). 

Annual Reports 
 

The Commission will provide certain updated financial information and operating data to the 
MSRB annually.  The information to be updated includes (1) beginning with the Fiscal Year ending August 
31, 2019, (a) all quantitative financial information and operating data with respect to the Commission and 
the System of the general type included in this Official Statement, under the heading “SCHEDULE I – 
DEBT SERVICE REQUIREMENTS FOR THE BONDS” and in Tables 1 through 8 of “APPENDIX A – 
THE TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE HIGHWAY FUND,” and (b) 
financial statements of the Department, as described below, and (2) for the Fiscal Year in which Substantial 
Completion of Segment 1 occurs and for each subsequent Fiscal Year, (a) audited financial statements of 
the System, filed with the Trustee by the Commission pursuant to Section 709 of the Master Trust 
Agreement (as either a component of the audited financial statements of the Department or as financial 
statements of a discrete enterprise account), (b) the annual inspection report of the General Engineering 
Consultant filed with the Commission pursuant to Section 504 of the Master Trust Agreement, (c) a copy 
of the Toll Rate Schedule then in effect, and (d) a table setting forth for such Fiscal Year and the previous 
four Fiscal Years, historical financial information of the type shown in the “System Forecasted Cash Flow 
and Debt Service Coverage Table” in this Official Statement, but not including any projection for any future 
period. 

The Commission will update and provide the foregoing information to the MSRB within six months 
after the end of each Fiscal Year, including financial statements of the Department if audited financial 
statements of the Department are then available and, if not provided as part such foregoing information, 
audited financial statements of the Department, when and if available; provided, however that the 
information included in item (2) above will be provided within six months after the end of the Fiscal Year 
in which Substantial Completion of Segment 1 occurs and for each subsequent Fiscal Year.  The 
Commission’s current Fiscal Year end is August 31.  Accordingly, it must provide the updated information 
due to be filed by the last day of February in each year, unless the Commission changes its Fiscal Year.  If 
the Commission changes its Fiscal Year, it will notify the MSRB of the change.  The updated information 
will include audited financial statements of the Department, if the Commission commissions an audit and 
it is complete by the required time.  The Commission is currently not required to commission any audit of 
the Department financial statements, however, the Commission could elect or be required to have audited 
Department financial statements prepared in the future.  The Commission does not currently intend (and its 
continuing disclosure undertaking should not be construed as a commitment by the Commission) to 
commission any audit of the Department financial statements.  If audited Department financial statements 
are not available within twelve months after the end of each Fiscal Year, the Commission will provide 
unaudited Department financial statements to the MSRB within such twelve month period and audited 
Department financial statements when and if the audit report becomes available. 
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Additionally, until Substantial Completion of Segment 1, the Commission will provide to the 
MSRB the quarterly construction progress report of the General Engineering Consultant filed with the 
Trustee pursuant to Section 407 of the Master Trust Agreement.  Such reports will include updated estimates 
of the completion dates for both Segment 1 and Segment 2.  The Commission will provide this information 
to the MSRB within thirty (30) days of the Commission’s receipt of such reports. 

The Commission will provide the updated information to the MSRB in an electronic format as 
prescribed by the MSRB. The Commission may provide updated information in full text or may incorporate 
by reference certain other publicly available documents, filed with the SEC or at the MSRB’s internet 
website, as permitted by SEC Rule 15c2-12 (the “Rule”).  Any financial statements will be prepared in 
accordance with generally accepted accounting principles or such other accounting principles as the 
Commission may be required to employ from time to time pursuant to state law or regulation. 

Notice of Certain Events 
 

The Commission will provide notice to the MSRB of any of the following events with respect to 
the Bonds, if such event is material within the meaning of the federal securities laws:  (1) non-payment 
related defaults; (2) modifications to rights of bondholders; (3) Bond calls; (4) release, substitution or sale 
of property securing repayment of the Bonds; (5) the consummation of a merger, consolidation or 
acquisition involving an obligated person or the sale of all or substantially all of the assets of the obligated 
person, other than in the ordinary course of business, the entry into a definitive agreement to undertake such 
an action or the termination of a definitive agreement relating to any such actions, other than pursuant to its 
terms; and (6) appointment of a successor or additional trustee or the change of name of a trustee. 

The Commission will also provide notice to the MSRB of any of the following events with respect 
to the Bonds without regard to whether such event is considered material within the meaning of the federal 
securities laws:  (1) principal and interest payment delinquencies; (2) unscheduled draws on debt service 
reserves reflecting financial difficulties; (3) unscheduled draws on credit enhancements reflecting financial 
difficulties; (4) substitution of credit or liquidity providers, or their failure to perform; (5) adverse tax 
opinions or the issuance by the Internal Revenue Service of proposed or final determinations of taxability, 
Notices of Proposed Issue (IRS Form 5701–TEB) or other material notices or determinations with respect 
to the tax status of the Bonds, or other events affecting the tax status of the Bonds; (6) tender offers; (7) 
defeasances; (8) rating changes; and (9) bankruptcy, insolvency, receivership or similar event of the 
Commission (which is considered to occur when any of the following occur:  the appointment of a receiver, 
fiscal agent or similar officer for the Commission in a proceeding under the United States Bankruptcy Code 
or in any other proceeding under state or federal law in which a court or governmental authority has assumed 
jurisdiction over substantially all of the assets or business of the Commission, or if such jurisdiction has 
been assumed by leaving the existing governing body and officials or officers in possession but subject to 
the supervision and orders of a court or governmental authority, or the entry of an order confirming a plan 
of reorganization, arrangement or liquidation by a court or governmental authority having supervision or 
jurisdiction over substantially all of the assets or business of the Commission). 

The Commission will provide notice of the aforementioned events to the MSRB in a timely manner 
(but not in excess of ten business days after the occurrence of the event).  The Commission will also provide 
timely notice of any failure by the Commission to provide annual financial information in accordance with 
its agreement described above under “– Annual Reports.” 

Availability of Information from the MSRB 
 

The Commission has agreed to provide the foregoing information only to the MSRB.  All 
documents provided by the Commission to the MSRB described above under “Annual Reports” and 
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“Notice of Certain Events” will be in an electronic format and accompanied by identifying information as 
prescribed by the MSRB. 

The address of the MSRB is 1900 Duke Street, Suite 600, Alexandria, Virginia 22314, and its 
telephone number is (703) 797-6600.  To make such information available to the public free of charge, the 
MSRB has established the Electronic Municipal Market Access (“EMMA”) system, which may be accessed 
over the internet at www.emma.msrb.org. 

Should the Rule be amended to obligate the Commission to make filing with or provide notices to 
entities other than the MSRB, the Commission agrees to undertake such obligation with respect to the Bonds 
in accordance with the Rule as amended. 

Limitations and Amendments 
 

The Commission has agreed to update information and to provide notices of events only as 
described above.  The Commission has not agreed to provide other information that may be relevant or 
material to a complete presentation of its financial results of operations, condition or prospects or agreed to 
update any information that is provided, except as described above. The Commission makes no 
representation or warranty concerning such information or concerning its usefulness to a decision to invest 
in or sell the Bonds at any future date.  The Commission disclaims any contractual or tort liability for 
damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any 
statement made pursuant to its agreement, although holders of Bonds may seek a writ of mandamus to 
compel the Commission to comply with its agreement. 

The Commission may amend, supplement or repeal its continuing disclosure agreement to adapt to 
changed circumstances that arise from a change in legal requirements, a change in law or a change in the 
identity, nature, status or type of operations of the Commission, but only if (i) the agreement, as amended, 
would have permitted an underwriter to purchase or sell Bonds in the primary offering described herein in 
compliance with the Rule, taking into account any amendments or interpretations of the Rule to the date of 
such amendment, as well as such changed circumstances and (ii) either (a) the holders of a majority in 
aggregate principal amount of the outstanding Bonds consent to the agreement or (b) any person unaffiliated 
with the Commission (such as nationally-recognized bond counsel) determines that the amendment will not 
materially impair the interest of the holders and beneficial owners of the Bonds.  The Commission may also 
amend or repeal its continuing disclosure agreement if the SEC amends or repeals the application provisions 
of the Rule or a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but 
only if and to the extent that the provisions of this sentence would not prevent an underwriter from lawfully 
purchasing or selling the Bonds in the primary offering of the Bonds. 

Compliance with Prior Undertakings of the Commission 
 

The Commission has previously entered into certain continuing disclosure agreements pursuant to 
the requirements of the Rule, related to bonds or other obligations issued directly by the Commission that 
are secured by or payable from various sources of funds. In addition, the Department has previously entered 
into certain continuing disclosure agreements (which are referred to herein collectively as the “PT/TE 
Undertakings”) pursuant to the requirements of the Rule, related to bonds or other obligations issued by 
other entities, the payment of which is supported in whole or in part by payments made by the Department 
to such other entities pursuant to the terms of certain pass-through toll agreements or toll equity loan 
agreements, as applicable, entered into between such other entities and the Department. See “APPENDIX 
A — THE TEXAS DEPARTMENT OF TRANSPORTATION AND THE STATE HIGHWAY FUND — 
State Highway Fund — Pass-Through Financing Agreements.” During the previous five years, the 
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Department has not fully complied with certain PT/TE Undertakings as described below (which information 
below is presented irrespective of materiality). 

Pursuant to the terms of certain of the PT/TE Undertakings, after the sale by the Department of 
bonds or other obligations that are secured in whole or in part by the State Highway Fund, the Department 
is obligated to notify the MSRB, in a timely manner, of any final official statement in connection with the 
offering and sale of such bonds or other obligations. Certain of the PT/TE Undertakings obligate the 
Department to file only such final official statements with the MSRB, and certain of the PT/TE 
Undertakings obligate the Department to file both these final official statements and notice of such official 
statements with the MSRB. In addition, certain of the PT/TE Undertakings obligate the Department to 
provide identifying information as prescribed by the MSRB with respect to these filings, and certain of the 
PT/TE Undertakings do not obligate the Department to provide such identifying information. The 
Department previously interpreted the foregoing filing obligations under the PT/TE Undertakings as 
appropriately satisfied upon the timely filing of any such final official statements with the MSRB by the 
underwriters with respect to the bonds or other obligations that were offered and sold pursuant to such 
official statements. During the previous five years, the Commission has issued multiple series of bonds that 
are secured by and payable from certain revenues deposited to the credit of the State Highway Fund 
(collectively, the “SHF Bonds”) and which were offered and sold pursuant to separate, final official 
statements. The Department did not file these final official statements, or separate notices of such official 
statements, with identifying information as required by certain of the PT/TE Undertakings. The final official 
statements relating to the SHF Bonds were, however, accessible on EMMA (through the filing thereof by 
the underwriters with respect to the SHF Bonds), and information regarding the issuance of the SHF Bonds 
was provided to investors through the Department's subsequent filings of annual financial information and 
operating data as required by the PT/TE Undertakings, though not made, in some instances, in a timely 
manner in respect of the date the SHF Bonds were offered and sold. The Department subsequently made a 
filing on EMMA in satisfaction of the foregoing filing obligations under the PT/TE Undertakings and has 
filed a related failure to file notice on EMMA with respect to the bonds for which TxDOT is obligated to 
provide such notice pursuant to the terms of the respective PT/TE Undertakings. 

The Department's annual filings of financial information and operating data for Fiscal Years 2013 
through 2015, as required by the PT/TE Undertakings, were accessible to investors through the annual 
filings made by the Department for those years with respect to the SHF Bonds, and to certain investors by 
accessing the financial disclosures tab under the homepage link for the respective issuers on EMMA. In 
addition, the final official statements provided to certain investors contained information (such as the six-
digit CUSIP prefix) for how investors may access the annual filings made by the Department with respect 
to the SHF Bonds. However, the Department's annual filings of financial information and operating data 
for Fiscal Years 2013 through 2015, as required by the PT/TE Undertakings, did not reference the nine-
digit CUSIP number for certain bonds and, accordingly, such filings were not accessible through the 
continuing disclosure tab for those bonds on EMMA. In addition, the Department's annual filing of financial 
information and operating data for Fiscal Year 2016 was not filed in a timely manner for certain bonds as 
required by the PT/TE Undertakings. The Department subsequently linked such annual filings for Fiscal 
Years 2013 through 2015 on EMMA to the nine-digit CUSIP numbers of the bonds for which such annual 
filings were not made and has filed a failure to file notice on EMMA related to the foregoing matters. 

The PT/TE Undertakings obligate the Department to provide its financial statements on an annual 
basis. The Department filed its audited financial statements for Fiscal Year 2016 on EMMA in a timely 
manner with respect to the SHF Bonds. The Department intended to incorporate by reference the previously 
filed Fiscal Year 2016 audited financial statements in its annual filing for Fiscal Year 2016 (the 
“Department 2016 Annual Filing”), which contains updated annual financial information and operating 
data required by the PT/TE Undertakings. The Department 2016 Annual Filing stated that the Department's 
audited financial statements for Fiscal Year 2016 were previously filed with the MSRB on December 30, 
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2016 with respect to the outstanding SHF Bonds, and that such financial statements may be accessed using 
the MSRB's EMMA system at www.emma.msrb.org. The Department 2016 Annual Filing also provided 
the six-digit CUSIP prefix for the SHF Bonds, for which the Department's financial statements had been 
previously filed on EMMA in a timely manner as described above. Further, the final official statements 
provided to certain investors contained information (such as the six-digit CUSIP prefix) for how investors 
may access the annual filings made by the Department with respect to the SHF Bonds. Although the 
Department 2016 Annual Filing did not contain a hyperlink or web address specific to the location of the 
Department's audited financial statements for such period on the MSRB's EMMA system, the Department 
does not believe that the failure to provide such hyperlink or web address constitutes a failure to comply 
with the PT/TE Undertakings, due to the facts and circumstances described above. The Department 
subsequently submitted a filing on EMMA that provides a hyperlink to the specific location of the 
Department's audited financial statements for Fiscal Year 2016 on the MSRB's EMMA system. 

LEGAL INVESTMENTS IN TEXAS 

Section 1201.041 of the Public Security Procedures Act (Chapter 1201, Texas Government Code) 
provides that the Bonds are negotiable instruments, investment securities governed by Chapter 8, Texas 
Business & Commerce Code, and are legal and authorized investments for insurance companies, 
fiduciaries, and trustees, and for the sinking funds of municipalities or other political subdivisions or public 
agencies of the State.  In addition, various provisions of the Texas Finance Code provide that, subject to a 
prudent investor standard, the Bonds are legal investments for State banks, savings banks, trust companies 
with at least $1 million of capital, and savings and loan associations.  The Bonds are eligible to secure 
deposits of any public funds of the State, its agencies and political subdivisions, and are legal security for 
those deposits to the extent of their market value.  For political subdivisions in Texas which have adopted 
investment policies and guidelines in accordance with the Public Funds Investment Act (Chapter 2256, 
Texas Government Code), the Bonds may have to be assigned a rating of at least “A” or its equivalent as 
to the investment quality by a national rating agency before the Bonds are eligible investments for sinking 
funds or other public funds of such political subdivisions. 

No representation is made that the Bonds will be acceptable to public entities to secure their 
deposits or acceptable to such institutions for investment purposes.  The Commission has made no 
investigation of other laws, rules, regulations, or investment criteria which might apply to any such persons 
or entities or which might otherwise limit the suitability of the Bonds for any of the foregoing purposes or 
limit the authority of such persons or entities to purchase or invest in the Bonds for such purposes.  The 
Commission has not made any review of laws in other states to determine whether the Bonds are legal 
investments for various institutions in those states. 

REGISTRATION AND QUALIFICATION OF BONDS FOR SALE 

No registration statement relating to the Bonds has been filed with the SEC under the Securities 
Act of 1933, as amended, in reliance upon the exemptions provided thereunder.  The Bonds have not been 
registered or qualified under the Securities Act of Texas in reliance upon various exemptions contained 
therein, nor have the Bonds been registered or qualified under the securities laws of any other jurisdiction.  
The Commission assumes no responsibility for registration or qualification of the Bonds under the securities 
laws of any jurisdiction in which the Bonds may be offered, sold, or otherwise transferred.  It is the 
obligation of the purchaser to register or qualify sale of the Bonds under the securities laws of any 
jurisdiction which so requires.  This disclaimer of responsibility for registration or qualification for sale or 
other disposition of the Bonds will not be construed as an interpretation of any kind with regard to the 
availability of any exemption from securities registration or qualification provisions. 
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RATINGS 

The Bonds have received a rating of “Baa3” from Moody’s Investors Service, Inc. (“Moody’s”).  
In connection with the development of the transaction documents and plan of finance for the Bonds, the 
Commission had discussions with another rating agency, which discussions did not include final and full 
information about the plan of finance for the Bonds.  The Commission only applied for a rating from 
Moody’s. 

An explanation of the significance of such rating may be obtained from the rating agency furnishing 
the rating.  The rating reflects only the views of such rating agency at the time such rating was given, and 
the Commission makes no representation as to the appropriateness of the rating.  The Commission and the 
Commission’s Financial Advisor furnished such rating agency with certain information and materials 
relating to the Bonds that have not been included in this Official Statement.  Generally, a rating agency 
bases its ratings on the information and materials so furnished and on investigations, studies, and 
assumptions by the rating agency.  There is no assurance that a particular rating will be maintained for any 
given period of time or that it will not be lowered or withdrawn entirely if, in the judgment of the rating 
agency originally establishing the rating, circumstances so warrant.  Except as described under the caption 
“CONTINUING DISCLOSURE OF INFORMATION” herein, neither the Commission nor the 
Underwriters has undertaken any responsibility to bring to the attention of the registered owners of the 
Bonds any proposed revision or withdrawal of the rating of the Bonds or to oppose any such proposed 
revision or withdrawal.  Any such change in or withdrawal of such rating could have an adverse effect on 
the market price or marketability of the Bonds. 

PROFESSIONAL ENGINEERS 

The Engineer’s Report of BGE has been included in this Official Statement in reliance on their 
expertise as professional engineers.  BGE has consented to the inclusion of the Engineer’s Report in this 
Official Statement.  On the Date of Delivery of the Bonds, BGE will execute and deliver a certificate to the 
Commission and the Underwriters certifying to the effect that, among other matters, as of such date (i) the 
factual information in the Engineer’s Report is true and accurate in all material respects, (ii) BGE believes 
that the conclusions set forth in the Engineer’s Report were reasonable as of the date of the Engineer’s 
Report and continue to be reasonable, subject to the assumptions and qualifications set forth in the 
Engineer’s Report, and (iii) BGE is not aware of any significant or material plan, event or circumstance 
occurring after the date of the Engineer’s Report that would cause it to believe that the conclusions set forth 
in the Engineer’s Report are no longer reasonable. 

FINANCIAL ADVISOR 

Estrada Hinojosa & Company, Inc. is serving as the Financial Advisor to the Commission (the 
“Financial Advisor”) in connection with the issuance of the Bonds.  The Financial Advisor’s fee for services 
rendered with respect to the sale of the Bonds is not contingent upon the issuance and delivery of the Bonds.  
The Financial Advisor has not verified and does not assume any responsibility for the information, 
covenants and representations contained in any of the legal documents with respect to the federal income 
tax status of the Bonds, or the possible impact of any present, pending or future actions taken by any 
legislative or judicial bodies. 

UNDERWRITING 

Merrill Lynch, Pierce, Fenner & Smith Incorporated, as representative of the Underwriters of the 
Bonds (the “Representative”), has agreed, on behalf of the Underwriters, subject to certain conditions, to 
purchase the Bonds from the Commission.  The purchase price of the Series 2019A Bonds is 
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$246,699,743.99 (which represents the par amount of the Series 2019A Bonds, plus an original issue 
premium of $11,708,347.10 and less an underwriting discount of $1,465,557.51).  The purchase price of 
the Series 2019B Bonds is $12,729,627.41 (which represents the par amount of the Series 2019B Bonds, 
less an underwriting discount of $65,372.59).  The Underwriters will be obligated to purchase all of the 
Bonds if any such obligations are purchased.  The Bonds to be offered to the public may be offered and 
sold to certain dealers (including the Underwriters and other dealers depositing Bonds into investment 
trusts) at prices lower than the public offering prices of the Bonds and such public offering prices may be 
changed, from time to time, by the Underwriters.  The Underwriters may, from time to time, perform 
additional services to the Commission for additional compensation. 

The Underwriters and their respective affiliates are full service financial institutions engaged in 
various activities, which may include sales and trading, commercial and investment banking, advisory, 
investment management, investment research, principal investment, hedging, market making, brokerage 
and other financial and non-financial activities and services. Under certain circumstances, the Underwriters 
and their affiliates may have certain creditor and/or other rights against the Commission and its affiliates in 
connection with such activities. In the various course of their various business activities, the Underwriters 
and their respective affiliates, officers, directors and employees may purchase, sell or hold a broad array of 
investments and actively trade securities, derivatives, loans, commodities, currencies, credit default swaps 
and other financial instruments for their own account and for the accounts of their customers, and such 
investment and trading activities may involve or relate to assets, securities and/or instruments of the 
Commission  (directly, as collateral securing other obligations or otherwise) and/or persons and entities 
with relationships with the Commission. The Underwriters and their respective affiliates may also 
communicate independent investment recommendations, market color or trading ideas and/or publish or 
express independent research views in respect of such assets, securities or instruments and may at any time 
hold, or recommend to clients that they should acquire, long and/or short positions in such assets, securities 
and instruments. 

Blaylock Van, LLC (“BV”), one of the Underwriters of the Bonds, has entered into a distribution 
agreement (the “Distribution Agreement”) with TD Ameritrade, Inc. (“TD”) and SWBC Investment 
Services, LLC. (“SWBC”) for the retail distribution of certain municipal securities offerings underwritten 
by or allocated to Blaylock Van, including the Bonds. Under the Distribution Agreement, BV will share 
with TD and SWBC a portion of the underwriting compensation paid to BV. 
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OTHER MATTERS 

The financial data and other information contained herein have been obtained from the 
Commission’s records, financial statements, and other sources that are believed to be reliable.  There is no 
guarantee that any of the assumptions or estimates contained herein will be realized.  All summaries of 
documents do not purport to be complete statements of such documents and reference is made to such 
documents for further information.  Reference is made to original documents in all respects.  Copies may 
be obtained from the Commission. 

 TEXAS TRANSPORTATION COMMISSION 
 
 
 
 By: /s/ Brian D. Ragland, CPA                   
  Chief Financial Officer 
  Texas Department of Transportation 
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APPENDIX A 

 
THE TEXAS DEPARTMENT OF TRANSPORTATION 

AND THE STATE HIGHWAY FUND 

TxDOT 

The Texas Department of Transportation (“TxDOT”) is a public authority and body politic and 
corporate created in 1917 as the “Texas Highway Department” by an act of the Texas Legislature (the “State 
Legislature”) to administer federal funds for highway construction and maintenance.  In 1975, the State 
Legislature merged the Texas Highway Department with the “Texas Mass Transportation Commission” to 
form the “State Department of Highways and Public Transportation,” and in 1991, the State Legislature 
combined the State Department of Highways and Public Transportation, the Department of Aviation, and 
the Texas Motor Vehicle Commission to create TxDOT.  In 2009, the State Legislature created the Texas 
Department of Motor Vehicles (the “TxDMV”) as a separate agency of the State of Texas (the “State”), and 
moved vehicle title and registration; motor carrier registration and enforcement; licensing of motor vehicle 
dealers, manufacturers, distributors, and other similar entities; and auto theft reduction efforts from TxDOT 
to the TxDMV.  Capitalized terms used in this Appendix A and not otherwise defined herein shall have the 
meaning given to such terms in the forepart of this Official Statement or in “APPENDIX C – 
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE MASTER TRUST 
AGREEMENT AND FIRST SUPPLEMENTAL AGREEMENT” to this Official Statement. 

The Commission 

The Texas Transportation Commission (the “Commission”) is the policy-making body governing 
TxDOT and is composed of five commissioners appointed by the Governor of the State (the “Governor”) 
with the advice and consent of the Texas Senate.  Commissioners serve staggered six year terms.  One 
member is designated by the Governor as the Chair and serves as the presiding officer of the Commission.  
A person is not eligible to be a member of the Commission if the person or the person’s spouse is employed 
by or manages a business that is regulated by or receives funds from TxDOT; directly or indirectly owns 
or controls more than a 10% interest in a business that is regulated by or receives funds from TxDOT; uses 
or receives a substantial amount of goods, services, or funds from TxDOT; or is registered, certified, or 
licensed by TxDOT. 

The State Legislature created the “State Highway Commission” on April 4, 1917, for the purpose 
of adopting and implementing a comprehensive system of State highways and promoting the construction 
of a State highway system by cooperation with counties or independently by the State Highway 
Commission.  In 1975, the State Legislature changed the name of the State Highway Commission to the 
“State Highway and Public Transportation Commission.”  In 1991, the State Legislature changed the name 
again to the “Texas Transportation Commission,” as it remains today.   

The current members of the Commission are listed below.  Their terms end on the dates specified 
on page vi of this Official Statement. 

J. Bruce Bugg, Jr., Chairman 

Mr. Bugg was appointed to the Commission by Governor Abbott on February 13, 2015. Mr. Bugg 
is chairman and trustee of The Tobin Endowment, a private charitable foundation, in San Antonio, Texas 
and chairman and co-founder of the Bexar County Performing Arts Center Foundation, owner of the $205 
million Tobin Center for the Performing Arts in San Antonio.  Mr. Bugg currently serves as a member of 
the board of directors of the San Antonio Chamber of Commerce, the board of trustees of the Texas 
Biomedical Research Institute and board of trustees of St. Mary’s Hall, a private school in San Antonio, 
Texas, and chairman of the Endowment Investment Committee and a member of the board of directors of 
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The Santa Fe Opera in Santa Fe, New Mexico.  He is former chairman of the board of Governors of Cancer 
Therapy & Research Center, former officer and trustee of the Texas Research and Technology Foundation, 
and a trustee emeritus of the board of Trustees of the McNay Art Museum.  Mr. Bugg is also chairman, 
president and chief executive officer of Southwest Bancshares, Inc., a Texas bank holding company for The 
Bank of San Antonio, and chairman of The Bank of San Antonio; and chairman, president and chief 
executive officer of Texas Hill Country Bancshares, Inc., a Texas bank holding company for Texas Hill 
Country Bank.  In addition, Mr. Bugg also serves as chairman of San Antonio Capital & Trust Co., L.L.C. 
and chairman and chief executive officer of Argyle Investment Co., L.L.C., a private investment firm. Mr. 
Bugg was appointed to serve as chairman and president of the Texas Economic Development Corporation 
and a senior advisor to Governor Perry on the State of Texas’ economic development strategies and 
initiatives from 2012 to May, 2014.  Prior to this appointment, Mr. Bugg was appointed to serve as the 
Governor’s appointee on the board of directors of Humanities Texas in Austin, Texas.  Mr. Bugg is a 
member of the State Bar of Texas and holds Juris Doctorate and Bachelor of Business Administration 
degrees from Southern Methodist University. 

Jeff Austin III, Commissioner(1) 

Mr. Austin was appointed to the Commission by Governor Perry in October of 2011, and is Vice 
Chairman of Austin Bank.  He is a board member of First State Bank in Athens, Texas, and of Capital Bank 
in Houston, Texas, and a past president of First State Bank, Frankston, Texas. He is a board member and 
past chair of the Texas Bankers Association, a board member of the Bob Bullock Texas History Museum, 
a member of the American Bankers Association Government Relations Committee and the Bank CEO 
Network, an executive committee member and past director of the Texas Lyceum, and a Board member 
and a Past President and Scoutmaster of the East Texas Area Council of Boy Scouts.  He was the presiding 
officer of the North East Texas Regional Mobility Authority, and board chair of the Tyler Area Chamber 
of Commerce.  He is also a past board member of the Tyler Economic Development Corporation, the Better 
Business Bureau of East Texas, The University of Texas at Tyler Business School Advisory Board, the UT 
Tyler Health Center Development Board, and the Trinity Mother Frances Hospital Foundation.  Mr. Austin 
received a bachelor’s degree and a master’s degree in Business Administration from The University of 
Texas at Tyler, and is a graduate of the Southern Methodist University Southwestern Graduate and 
Intermediate Schools of Banking, and the Harvard Business School Advanced Management Program. 

Alvin New, Commissioner 

Mr. New was appointed to the Commission by Governor Abbott on February 20, 2018.  Mr. New 
is a business investor, rancher and former Mayor of the City of San Angelo, Texas.  He is a life-long resident 
of West Texas and was born in Brownfield, Texas.  Mr. New has lived mostly in or near San Angelo since 
1981.  Mr. New spent most of his career with Town & Country Food Stores.  He started as a clerk while 
getting his business administration degree from Angelo State University.  Mr. New worked his way up to 
chief executive officer and part owner.  He and his partners sold their stake in the convenience store chain 
about a decade ago.  Mr. New currently serves as a member of the Texas Tech University Foundation Board 
and the Goodfellow Air Force Base Advisory Council.  Mr. New earned his bachelor’s degree in business 
administration in management from Angelo State University. 

Laura Ryan, Commissioner 

Ms. Ryan was initially appointed to the Commission by Governor Abbott in July of 2016 and was 
reappointed to the Commission by Governor Abbott in March of 2017.  Ms. Ryan is vice president of 
market representation and dealer development for Gulf States Toyota, Inc.  She previously served as a 
member of the TxDMV Board and was also designated by the Governor as chair of the TxDMV Board.  
During her tenure as chair of the TxDMV Board, Ms. Ryan initiated many processes to make the TxDMV 
                                                                          
(1)  Mr. Austin’s term as Commissioner expired on February 1, 2019.  Pursuant to State law, Mr. Austin continues to perform 
the duties of Commissioner until the earlier of (i) the date his successor shall be duly appointed and qualified or (ii) the last day of 
the first regular session of the State Legislature that begins after the expiration of his term. 
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more innovative, customer-oriented, and efficient.  Ms. Ryan has held various executive level positions 
during her twenty-plus years in the automotive industry, including both manufacture and retail operations.  
Ms. Ryan is involved with her community through several volunteer and charity organizations such as Boys 
and Girls Country, Operation Interdependence, and National Charity League.  Ms. Ryan attended Penn 
State University and has been engaged in the following continuous executive education programs: Gallup 
Organization Strengths Training, University of Texas Future Leaders, and Columbia University - Finance. 

Victor Vandergriff, Commissioner(1) 

Mr. Vandergriff was appointed to the Commission by Governor Perry in March of 2013. Mr. 
Vandergriff is an attorney and private businessman specializing in business development and legislative 
issues.  From 2009 to 2013, Mr. Vandergriff served as the chairman of the TxDMV Board.  He was also a 
board member for the North Texas Tollway Authority from 2007 to 2013 and served as chairman from 
2010 to 2011. He formerly served as Vice President of V.T., Inc. and Automotive Investment Group, the 
largest private retail automotive group in the United States.  He was involved as an owner, dealer and 
executive manager in the automobile industry for more than 25 years.  Mr. Vandergriff and his family have 
owned and operated automobile dealerships for more than 80 years in the Dallas-Fort Worth region. Mr. 
Vandergriff attended The University of Southern California, where he received a degree from the School 
of Public Administration in Public Affairs.  He received his law degree from Southern Methodist University 
in Dallas. 

General Information Concerning TxDOT 

The mission of TxDOT is, through collaboration and leadership, to deliver a safe, reliable and 
integrated transportation system that enables the movement of people and goods throughout the State.  
TxDOT’s core goals and objectives are: to implement effective planning and forecasting processes that 
deliver the right projects on time and on budget; to focus on the customer because people are at the center 
of everything TxDOT does; to foster stewardship by ensuring efficient use of State resources; to optimize 
system performance by developing and operating an integrated transportation system that provides reliable 
and accessible mobility and enables economic growth; to preserve its assets by delivering preventative 
maintenance for TxDOT’s system and capital assets to protect its investments; to champion a culture of 
safety; and to value its employees by respecting and caring for their well-being and development. 

The Texas Sunset Act (Chapter 325, Texas Government Code) (the “Sunset Act”) provides that 
virtually all agencies of the State, including TxDOT, are subject to periodic review by the State Legislature, 
and that each agency subject to sunset review will be abolished unless the State Legislature specifically 
determines to continue its existence.  TxDOT will be subject to its next sunset review in 2029.  Pursuant to 
the Sunset Act, the State Legislature specifically recognizes the State’s continuing obligation to pay bonded 
indebtedness and all other obligations incurred by TxDOT.  Accordingly, in the event that a sunset review 
results in TxDOT being abolished, the Governor would be required by law to designate an appropriate state 
agency that would continue to carry out all covenants contained in TxDOT’s bonded indebtedness (and in 
all other obligations) and the performance of all other obligations to complete the construction of projects 
or the performance of other obligations of TxDOT, including lease, contract and other written obligations.  
The designated State agency would provide payment from the sources of payment of TxDOT’s bonded 
indebtedness in accordance with the terms thereof and would provide payment from the sources of payment 
of all other obligations in accordance with their terms, until the principal of and interest on such bonded 
indebtedness are paid in full and all other obligations, including lease, contract and other written 
obligations, are performed and paid in full.   

TxDOT’s annual financial report for the fiscal year ending August 31, 2018 was audited by Crowe 
LLP and is attached to this Official Statement as Appendix B.  Crowe LLP has not performed any 
                                                                          
(1)  Mr. Vandergriff resigned as Commissioner on February 9, 2018.  Pursuant to State law, Mr. Vandergriff continues to 
perform the duties of Commissioner until the earlier of (i) the date his successor shall be duly appointed and qualified or (ii) the 
last day of the first regular session of the State Legislature that begins after the expiration of his term. 
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procedures on such financial statements since the date of its report thereon and has not reviewed, 
commented on or approved, and is not associated with, this Official Statement.  TxDOT is currently not 
required to commission any audit of its financial statements, however, TxDOT could elect or be required 
to have audited financial reports prepared in the future.  Under current State law, the State Auditor’s Office 
has the first right to perform audits requested by TxDOT and if it declines, TxDOT can select an external 
auditor. No assurances can be given as to whether any such financial reports of TxDOT will be audited in 
the future. 

TxDOT is headquartered in Austin, Texas, with 33 divisions and 25 district offices located 
throughout the State.  Each district is responsible for the planning, design, construction, operation and 
maintenance of its area’s transportation systems.  TxDOT is managed by an Executive Director, subject to 
and under the direction of the Commission. The Executive Director and other key TxDOT personnel are 
listed below. 

James M. Bass, Executive Director 

Effective January 1, 2016, James M. Bass was appointed Executive Director by the Commission 
on December 17, 2015.  Under the direction of the Commission, Mr. Bass manages, directs and implements 
TxDOT policies, programs and operating strategies.  Mr. Bass also represents TxDOT before the State 
Legislature and other entities.  Prior to his appointment as Executive Director, Mr. Bass served as TxDOT‘s 
Chief Financial Officer.  Mr. Bass began his career with TxDOT in 1985 in the Fort Worth District where 
he maintained records and audited field measurements.  He also worked part-time as an engineering aide 
for the Austin District while earning his bachelor’s degree in accounting from The University of Texas at 
Austin.  After graduation in 1991, Mr. Bass served as an accounting clerk in TxDOT’s financial planning 
operations division (the “Finance Division”).  In 1997, Mr. Bass became a manager in the Budget and 
Forecasting Branch, and in that position was responsible for preparation of TxDOT’s Legislative 
Appropriations Request and Operating Budget, and working with the Texas Legislative Budget Board, State 
Auditor’s Office, and the Comptroller of Public Accounts of the State.  He also worked on TxDOT’s Cash 
Forecasting System for the State Highway Fund.  Mr. Bass was named Finance Division Director in 1999 
and his title was changed to Chief Financial Officer in 2005.  Mr. Bass also served as Interim Executive 
Director of TxDOT from January 17, 2014 to April 23, 2014. 

Marc D. Williams, P.E., Deputy Executive Director 

As Deputy Executive Director, Mr. Williams is responsible for assisting the Executive Director in 
all phases of directing, managing, and implementing TxDOT’s policies, programs, and operating strategies.  
He assists in oversight of the management and operation of all transportation systems for which the agency 
is responsible to ensure that systems are adequate, safe, and constructed and maintained for the traveling 
public in the most cost-effective manner.  Mr. Williams started with TxDOT in February 2012 as the 
Director of Planning within TxDOT’s Planning and Projects Office.  His career experience in transportation 
planning and program efforts includes public and private-sector organizations involving state, county and 
local jurisdictions.  Mr. Williams has served in leadership positions with two state departments of 
transportation as well as worked with national private-sector transportation engineering organizations.  His 
professional assignments have included directing statewide transportation planning and programming 
efforts as well as managing project specific highway and multimodal transportation plans and programs.  
Mr. Williams has worked extensively with public and agency outreach, transportation plans of various 
modes, regional and corridor-level plans and programs, environmental planning and approval, economics 
and finance, project design and development, along with work in the areas of construction management, 
operations and maintenance.  Mr. Williams received both a Master’s degree in Civil Engineering and a 
Bachelor’s degree in Civil Engineering from Texas A&M University. 
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Brian D. Ragland, Chief Financial Officer 

Mr. Ragland was selected as TxDOT’s Chief Financial Officer on March 11, 2016.  Mr. Ragland 
has financial oversight responsibility for TxDOT including TxDOT’s Financial Management Division; 
Project Finance, Debt and Strategic Contracts Division; and Toll Operations Division.  Mr. Ragland began 
his career with The University of Texas System Administration as an accountant/auditor in their Oil and 
Gas department and then became the Financial Manager of their Employee Group Insurance section where 
he served until 1996.  He then became Chief Financial Officer for the State Preservation Board where he 
oversaw all financial, human resources, enterprise, and information resource functions of that agency.  Mr. 
Ragland began his career with TxDOT as the Director of TxDOT’s Claims Management Section of the 
Financial Management Division in 2003.  He left TxDOT in 2005 to pursue an opportunity as Senior Vice 
President and Chief Financial Officer of Walden Affordable Group, LLC, an affordable housing 
management firm but returned to TxDOT in 2008 as the Director of the Financial Management 
Division.  Mr. Ragland served as an elected trustee of the Employees Retirement System of Texas from 
September 1, 2011 until August 31, 2017.  Mr. Ragland received a bachelor’s degree in Accounting from 
The University of Texas at Austin in 1990 and a Masters of Business Administration degree from Southwest 
Texas State University in 1999.  He is a licensed Certified Public Accountant and a member of the American 
Institute of CPAs (AICPA), the Texas State Agency Business Administrators Association (TSABAA) and 
the State Agency Coordinating Council (SACC). 

Benjamin H. Asher, Director, Project Finance, Debt and Strategic Contracts Division 

As director of the Project Finance, Debt and Strategic Contracts Division, Mr. Asher is responsible 
for the management of TxDOT’s project financing, debt management and strategic contracts programs.  
This includes the management of TxDOT’s various debt and financial assistance programs, including 
TIFIA loan activity, the State Infrastructure Bank, toll equity, and pass-through financings, as well as 
several aspects of TxDOT’s alternative delivery programs, including procurement and contract processes.  
Mr. Asher and his team partner with TxDOT districts and State and local entities to finance and deliver 
major transportation projects throughout the State.  Prior to joining TxDOT in June 2012, Mr. Asher worked 
for Public Resources Advisory Group, an independent financial advisory firm, most recently as a partner 
and senior managing director in New York.  Previously, Mr. Asher worked in investment banking on a 
broad range of financings. Mr. Asher received his Bachelor of Arts in history from Columbia University 
and an M.B.A. in finance from Columbia University Graduate School of Business. 

Stephen Stewart, Director, Financial Management Division 

As TxDOT’s Director of the Financial Management Division, Mr. Stewart is responsible for the 
management and control of budget, revenue, disbursements, and accounting for TxDOT as well as letting 
management of all transportation projects. Mr. Stewart has over 16 years of state governmental experience 
and has been involved with many key initiatives since he began with TxDOT in March of 2012.  Mr. Stewart 
has held previous roles as Manager of Financial Reporting and Director of Accounting positions within the 
Financial Management Division.  Within each of those roles, he has worked to collaborate with other 
districts, divisions, and other State agencies to produce required audited financial statements and statutory 
reports needed for TxDOT as well as assisting with the implementation of the PeopleSoft Financial Supply 
Chain Management (FSCM) system.  Prior to joining TxDOT, Mr. Stewart worked for the Comptroller of 
Public Accounts of the State of Texas assisting in the production of the State’s Comprehensive Annual 
Financial Report where he gained insight and experience working with various agencies across the 
State.  Aside from governmental accounting, Mr. Stewart has also gained business and management 
experience from owning his own CPA firm which focused on bookkeeping and tax services.  Prior to his 
accounting experiences, Mr. Stewart worked at Texas State University in the information technology 
division as a network administrator and systems programmer where he was responsible for administration 
of Active Directory domains consisting of over 70,000 users and various SAP, e-mail, and database 
servers.  Mr. Stewart received a Bachelor’s degree in Computer Science from Southwest Texas State 
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University in 2003 and a Master’s degree in Accounting from Texas State University in 2007.  He is a 
licensed Certified Public Accountant and a member of the American Institute of CPAs (AICPA). 

Jeff Graham, General Counsel 

Mr. Graham assumed the position of General Counsel on July 16, 2012.  Under his direction, the 
General Counsel Division renders legal advice to the Commission and TxDOT.  He also drafts TxDOT 
rules, reviews legislation, and serves as counsel at Commission meetings.  Previously, Mr. Graham served 
as Division Chief for the Financial and Taxation Litigation Division, under Texas Attorney General Greg 
Abbott. Prior to that, he served as the Division Chief for the Financial Litigation Division of the Office of 
Attorney General. In 2011, the Taxation Division and the Texas Workforce Commission Section were 
added to the Financial Litigation Division, resulting in the combined Financial and Taxation Litigation 
Division. In 2012, the Charitable Trust Section was also added to his portfolio. Jeff began his career at the 
Office of the Attorney General in 1997, and has lived in Austin since 1986.  He is a graduate of Washington 
University School of Law in St. Louis, Missouri and The University of Texas at Austin. 

The State Highway Fund 

General 

The State Highway Fund is the general source for a substantial portion of funding for the State 
highway system, TxDOT and the administration of State laws relating to traffic and safety on public roads.  
The State Highway Fund receives revenue from a variety of sources, including, without limitation, certain 
federal transportation program funds received from the United States Department of Transportation (the 
“USDOT”), State motor fuels tax funds, State motor vehicle registration funds and State motor lubricants 
tax funds. 

Pursuant to Article VIII, Section 7-a of the Texas Constitution, (i) 75% of the net revenues 
generated from the State motor fuels tax (net of enforcement, administrative and refund charges), (ii) the 
State tax on motor lubricants and (iii) the net revenues generated from the State motor vehicle registration 
fees (net of collection charges and the portion of such fees that is reserved for counties within the State) are 
dedicated for acquiring rights-of-way; constructing, maintaining, and policing public roadways; and for the 
administration of laws pertaining to the supervision of traffic and safety on such roads.  Also, pursuant to 
Article VIII, Section 7-b of the Texas Constitution, all revenues received from the federal government as 
reimbursement for State expenditures of funds that are themselves dedicated for acquiring rights-of-way 
and constructing, maintaining and policing public roadways are constitutionally dedicated and may be used 
only for those purposes. 

The State Highway Fund is the general operating fund of TxDOT through which, generally, all 
revenues dedicated or appropriated to the purposes of TxDOT are deposited and all of the TxDOT’s 
administration, maintenance and operating expenses are paid.  In prior years, certain expenses of the Texas 
Mobility Fund were processed through the State Highway Fund, whereby the Texas Mobility Fund 
transferred amounts for such expenses to the State Highway Fund prior to such expenses being paid (except 
in situations where the Texas Mobility Fund was reimbursing the State Highway Fund for expenses incurred 
by the State Highway Fund).  Beginning in Fiscal Year 2013, these expenditures are reported as capital 
outlays from the Texas Mobility Fund instead of transfers to the State Highway Fund.  TxDOT’s ongoing 
“pay as you go” construction program is also paid from the State Highway Fund.  Such expenses include 
payroll, repairs and maintenance, costs of materials and supplies, professional fees or commitments, 
utilities, rent and lease payments and intergovernmental payments.  To accomplish all of these purposes, 
money in the State Highway Fund is appropriated by the State Legislature to TxDOT and certain other 
agencies of the State.   

Except as described herein, and with the exception of certain restricted funds held in special 
accounts or subaccounts in the State Highway Fund (collectively, “Restricted Revenues”), amounts 



 

A-7 
  

deposited into the State Highway Fund are pledged to secure payment of Senior Obligations (as defined 
under the caption “– State Highway Fund Obligations”) and such amounts may also be used to pay debt 
service on and other costs associated with certain subordinate obligations issued or incurred by the 
Commission or TxDOT.  See “– Uses of the State Highway Fund” and “– State Highway Fund Obligations” 
below.   

Restricted Revenues include amounts held in the State Infrastructure Bank account established as 
an account in the State Highway Fund pursuant to Subchapter D of Chapter 222, Texas Transportation 
Code, which had a balance of approximately $344.1 million as of August 31, 2018, and amounts held in 
special accounts or subaccounts established pursuant to Section 228.012, Texas Transportation Code, for 
payments received by TxDOT under comprehensive development agreements (“CDA’s”), surplus revenues 
of certain toll projects or systems, and payments received under former Section 228.0111(g)(2) and (i)(2) 
of the Texas Transportation Code (which was repealed by legislation enacted in 2011) for the right to 
develop, finance, construct and operate toll projects.  TxDOT has created subaccounts in the State Highway 
Fund in accordance with Section 228.012, Texas Transportation Code, and certain of those subaccounts 
have the following balances as of August 31, 2018: (i) under the State Highway 130 CDA for segments 5 
and 6 totaling approximately $38.8 million, (ii) from the North Texas Tollway Authority for the right to 
develop, finance, design, construct, operate, and maintain the State Highway 121 toll project totaling $681.1 
million and the State Highway 161 toll project (also known as the Chisholm Trail Parkway project) totaling 
$43.8 million, and (iii) under the State Highway 288 CDA totaling approximately $11.3 million, pending 
distribution of such funds from time to time for their designated purposes.  Restricted Revenues must be 
used for certain limited purposes and are not available to pay debt service on Senior Obligations or to make 
advances under any toll equity loan agreement (“TELA”) with TxDOT.  See “– Toll Equity Obligations” 
below. 

The Commission’s current policy is designed to accelerate the development and construction of 
public highways by using available funds to deliver such projects as quickly as possible.  A recognized 
result of this policy is that the balance of the State Highway Fund, at each fiscal year-end, may be a nominal 
or negative amount, as the Commission utilizes available funds for development and construction of 
projects.   

In November 2014, State voters approved an amendment to the State Constitution (“Proposition 
1”) transferring a portion of certain oil and natural gas production tax revenues to the State Highway Fund.  
As a result of Proposition 1, approximately $1.13 billion, $440 million, and $734 million of oil and natural 
gas production tax revenues were transferred to the State Highway Fund for Fiscal Years 2016, 2017 and 
2018, respectively.  See “– Sources of Revenue in the State Highway Fund – Other State Revenue Sources” 
below.  Amounts deposited in the State Highway Fund pursuant to Proposition 1 may only be used for 
constructing, maintaining and acquiring rights-of-way for public roadways other than toll roads.  In 
recognition of the more restrictive limitations on the permitted uses of amounts transferred to the State 
Highway Fund pursuant to Proposition 1 (relative to the permitted purposes for which Senior Obligations 
may be and have been issued), TxDOT created a special account in the State Highway Fund to segregate 
such amounts from State Highway Fund revenues, and such amounts are not pledged to secure, or available 
to make payments on, Senior Obligations or to make advances under any TELA with TxDOT. 

In November 2015, State voters approved an amendment to the State Constitution (“Proposition 
7”), which added Section 7-c to Article VIII thereof (“Section 7-c”).  Section 7-c directs the Comptroller of 
Public Accounts of the State (the “Comptroller”) to deposit to the credit of the State Highway Fund, for 
each State fiscal year specified therein, net revenues in the amounts specified therein derived from (i) the 
imposition of State sales and use tax on the sale, storage, use or other consumption in the State of taxable 
items under Chapter 151 of the Texas Tax Code (or its successor), and (ii) the tax authorized by Chapter 
152 of the Texas Tax Code (or its successor) and imposed on the sale, use, or rental of a motor vehicle.  See 
“– Sources of Revenue in the State Highway Fund – Other State Revenue Sources” below.  Amounts 
deposited in the State Highway Fund pursuant to Proposition 7 may only be used for constructing, 
maintaining or acquiring rights-of-way for public roadways other than toll roads or for repaying principal 
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and interest on general obligation bonds issued pursuant to Article III, Section 49-p of the State 
Constitution.  In recognition of the more restrictive limitations on the permitted uses of amounts transferred 
to the State Highway Fund pursuant to Proposition 7 (relative to the permitted purposes for which Senior 
Obligations may be and have been issued), TxDOT created a special account in the State Highway Fund to 
segregate such amounts from State Highway Fund revenues, and such amounts are not pledged to secure, 
or available to make payments on, Senior Obligations or to make advances under any TELA with TxDOT. 

Previously, certain money in the State Highway Fund was appropriated to the Department of Public 
Safety (“DPS”) to police the State highway system and to administer State laws relating to traffic and safety 
on public roads.  House Bill 20 (“HB 20”), which was approved during the 84th regular legislative session 
and became effective June 3, 2015, ended such diversions to the DPS from the State Highway Fund.  See 
“– Uses of the State Highway Fund – Capital Planning and Funding” below. 

Sources of Revenue in the State Highway Fund 

The following Table 1 displays the amount of total State Highway Fund Revenues, which are 
derived from each of the following sources for the last five fiscal years: State Motor Fuels Tax, State Motor 
Vehicle Registration Fees, Other State Revenue Sources, and Reimbursements from Federal Funds.  Such 
sources are affected by a number of economic, demographic and environmental factors, including 
population growth in the State.  Revenues in the following tables are presented on the modified accrual 
basis of accounting, unless otherwise indicated, and exclude Restricted Revenues.  The table below reflects 
Pledged Revenues as reported in total within the notes of the Department’s annual financial statements. 

Table 1 - State Highway Fund Revenues by Source 
For Fiscal Years Ended August 31 

(in millions) 
 2014 2015 2016 2017 2018 
State Motor Fuels Tax $2,444.9 $2,538.3 $2,580.9 $2,631.0 $2,697.3 
State Motor Vehicle Registration Fees 1,359.1 1,386.2(3) 1,426.5 1,442.8 1,501.1 
Other State Revenue Sources(1) 271.7 340.9 323.5 594.3 362.9 
Subtotal, excluding Federal Reimbursements 4,075.7 4,265.4 4,330.9 4,668.1 4,561.3 
Reimbursements from Federal Funds(2) 3,365.4 3,161.5 3,935.9 3,781.9 3,845.3 
 Total State Highway Fund Revenues $7,441.1 $7,426.9 $8,266.8 $8,450.0 $8,406.6 
      

________________________ 
(1)  Excludes Proposition 1 funding, Proposition 7 funding, loan repayments received by the State Infrastructure Bank and amounts 

credited to the Fund from the Texas Mobility Fund for payment to contractors. For administrative purposes, expenses of the 
Texas Mobility Fund are paid through the Fund and reimbursed from the Texas Mobility Fund. Other State Revenue Sources 
includes numerous separate and miscellaneous revenue sources that fluctuate from year to year and in the aggregate may 
increase or decrease significantly from one year to the next.  For a description of such Other State Revenue Sources, and a 
description of Proposition 1 and Proposition 7 receipts, see the sub-caption “THE STATE HIGHWAY FUND - General” in 
the Official Statement for the Series 2016-A and Series 2016-B Bonds. 

(2)  Reimbursements from Federal Funds fluctuate from year to year due to the amount of expenditures for major construction 
projects that are eligible for federal reimbursement and the timing of when such costs are incurred and when reimbursements 
are received. Excludes funds received for projects financed through the American Recovery and Reinvestment Act (ARRA) 
which began in Fiscal Year 2009.  

(3)  State Motor Vehicle Registration Fees increased from Fiscal Year 2014 to Fiscal Year 2015 despite a decrease in the number 
of reported registered vehicles in Texas for the same time period as reported in Table 5 below. The decrease shown in Table 
5 below, for the same period, is the result of a change in software system utilized by the Texas Department of Motor Vehicles 
(“TxDMV”) and the manner in which registered vehicles were counted. 

 
The following Table 2 displays the amount of each source of State Highway Fund revenues as a 

percentage of total State Highway Fund revenues (excluding reimbursements from federal funds) for the 
last five fiscal years. 
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Table 2 - State Highway Fund Revenues as a Percentage of Total Fund Revenues  
(Excluding Federal Funds) 

For Fiscal Years Ended August 31 
 

 2014 2015 2016 2017 2018 
State Motor Fuels Tax 60.0% 59.5% 59.6% 56.4% 59.1% 
State Motor Vehicle Registration Fees 33.3% 32.5% 32.9% 30.9% 32.9% 
Other State Revenue Sources 6.7% 8.0% 7.5% 12.7% 8.0% 
      

 
The following Table 3 displays the amount of each source of State Highway Fund revenues as a 

percentage of total State Highway Fund revenues (including reimbursements from federal funds) for the 
last five fiscal years. 

 
Table 3 - State Highway Fund Revenues as a Percentage of Total Fund Revenues  

(Including Federal Funds) 
For Fiscal Years Ended August 31 

 
 2014 2015 2016 2017 2018 
State Motor Fuels Tax 32.8% 34.2% 31.2% 31.1% 32.1% 
State Motor Vehicle Registration Fees 18.3% 18.7% 17.3% 17.1% 17.9% 
Other State Revenue Sources 3.7% 4.6% 3.9% 7.0% 4.3% 
Reimbursements from Federal Funds 45.2% 42.5% 47.6% 44.8% 45.7% 
      
 

State Motor Fuels Tax.  The State currently levies a motor fuels tax of 20 cents per gallon on 
gasoline and diesel fuel, and 15 cents per gallon equivalent on liquefied natural gas and compressed natural 
gas. Sales of motor fuels for the exclusive use of the federal government or a public school district in the 
State are exempt, and sales of liquefied natural gas for the exclusive use of the federal government, local 
county government or a public school district in the State are exempt. The Comptroller retains 1% of the 
gross receipts for administration and enforcement, and after providing for refunds or non-highway use 
collections, distributes the remainder as hereinafter described. Pursuant to Article VIII, Section 7-a of the 
Texas Constitution, 25% of the net revenues generated from the State motor fuels tax (net of enforcement, 
administrative and refund charges) are deposited to the credit of the “Available School Fund” in support of 
the State’s primary and secondary schools, and 50% of such revenues are deposited to the credit of the 
Fund. The remaining 25% is deposited to the County and Road District Highway Fund, which is 
administered by the Comptroller, until a maximum of $7.3 million annually has been deposited, after which 
the remaining amount is deposited to the Fund. See Tables 1, 2 and 3 above for information regarding the 
amount of State motor fuels tax credited to the Fund for the last five fiscal years. 

 
The State motor fuels tax on gasoline and diesel fuel is imposed (i) upon the removal of fuel from 

a storage and distribution facility through a rack mechanism to a transport vehicle, railcar or other transfer 
means outside the bulk transfer/terminal system (no tax is imposed on qualified bulk transfers); (ii) upon 
the importation of fuel into the State for delivery in the State, other than by qualified bulk transfer; (iii) 
upon the removal of fuel from the bulk transfer/terminal system; (iv) upon fuel brought into the State in 
fuel supply tanks of an interstate trucker; and (v) upon the fuel used in the blending of fuel not in the bulk 
transfer/terminal system.  The tax is due to the Comptroller on or before the 25th day of the month following 
a calendar month (except the tax from interstate truckers which is due after each calendar quarter).  Licensed 
distributors and importers of the motor fuels tax on gasoline and diesel fuel that remit the tax in a timely 
manner may retain 1.75% of the tax.  Suppliers that remit the tax on gasoline and diesel fuel may retain 2% 
of the tax.  Licensed dealers and interstate truckers that remit the tax on liquefied natural gas and 
compressed natural gas in a timely manner may retain 1% and 0.5% of the tax, respectively.  Certain 
taxpayers that remit the tax in a timely manner are entitled to retain 1.75% of the tax they pay to cover 
administrative expenses. 
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The State motor fuels tax on liquefied gas is imposed upon the user of the vehicle using such fuel 
and is collected by a licensed dealer at the time of delivery into a motor vehicle’s fuel supply tank. 

 
The State motor fuels tax on compressed natural gas and liquefied natural gas is imposed (i) on the 

dealer upon the sale of sale of compressed natural gas or liquefied natural gas that is delivered into the fuel 
supply tank of a motor vehicle in connection with a sale of the compressed natural gas or liquefied natural 
gas and (ii) on a fleet user or other dealer upon the delivery of compressed natural gas or liquefied natural 
gas into the fuel supply tank of a motor vehicle by a fleet user or other dealer not in connection with a sale 
of the compressed natural gas or liquefied natural gas. 

 
Total motor fuel consumption has increased at an average annual rate of approximately 3.1% over 

the past five fiscal years, with gasoline consumption increasing at an average annual rate of approximately 
2.8% and diesel consumption increasing at an average annual rate of approximately 4.1% during such 
period.  The following Table 4 shows the amount of the taxable gasoline and diesel fuel consumption in the 
State for the last five fiscal years. 

 
Table 4 - Taxable Gasoline and Diesel Fuel Consumption in Texas 

(in millions of gallons) 

Fiscal Year Gasoline Diesel 
2014 13,075.5 4,946.9 
2015 13,720.6 5,209.9 
2016 14,190.2 5,132.5 
2017 14,337.6 5,539.2 
2018 14,588.7 5,797.5 

 
State Motor Vehicle Registration Fees.  The State currently charges motor vehicle registration fees 

under a number of statutory provisions.  The TxDMV shares motor vehicle registration responsibilities with 
county governments that assist with this function.  Revenues from vehicle registrations are shared between 
the State Highway Fund and the counties.  See Tables 1, 2 and 3 above for information regarding the amount 
of the State motor vehicle registration fees credited to the State Highway Fund for the last five fiscal years. 

Effective September 1, 2011, the base vehicle registration fee for cars and light trucks was changed 
to $50.75 per vehicle, regardless of the age or weight of the vehicle.  For trucks other than light trucks, 
higher fees apply based on weight.  Prior to September 1, 2011, the base registration fee for cars and light 
trucks ranged from approximately $29 to $59, depending on the age (for cars) or weight (for light trucks) 
of the vehicle. 

Every owner of a motor vehicle, unless otherwise exempted, is required to register such vehicle 
each year the vehicle is used or is to be used on the public roads of the State.  Registration fees are collected 
by the tax assessor-collector of the county in which the owner of a vehicle resides.  The registration fees 
vary dependent on the type and age of vehicle.  The collecting county annually retains 100% of such 
registration fees collected up to an amount equal to: (i) $60,000 plus (ii) $350 for each mile of county road 
maintained by such county, not to exceed 500 miles.  After such amount is retained by the county, the 
collecting county then shall retain an additional amount equal to 50% of State vehicle registration fees 
collected until the amount retained for the calendar year equals $125,000 and the remaining 50% (i.e., 
$125,000) shall be deposited to the credit of the State Highway Fund.  After this second amount of $125,000 
is retained by the collecting county, 100% of State vehicle registration fees are to be remitted to the credit 
of the State Highway Fund.  Counties are also authorized to impose an additional road and bridge fee, not 
to exceed $10 for most counties, for registering a vehicle in the county, and retain the revenue from said 
fee.  In 2013, the 83rd State Legislature passed House Bill 2202 (“HB 2202”), which authorized the TxDMV 
to collect a processing and handling fee to cover the expenses of collecting registration fees.  The TxDMV 
adopted rules establishing the new processing and handling fee effective January 1, 2017.  Pursuant to HB 
2202, such fee replaces $1.90 of each registration fee that was previously retained by county tax assessor-
collectors pursuant to Chapter 520 of the Texas Transportation Code.  As a result, $1.90 of each registration 
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fee is instead deposited to the credit of the State Highway Fund, which began in January 2017 when the 
new processing and handling fee became effective. 

The following Table 5 shows the number of vehicles registered in the State for the last five fiscal 
years, which has increased at an average annual rate of 1.4% over the last five fiscal years. 

Table 5 - Vehicles Registered in Texas 
(in millions) 

Fiscal Year Number of Vehicles 
2014 23.9 
2015 23.8 
2016 24.1 
2017 24.6 
2018 24.9 

 
In 2013, the 83rd State Legislature passed House Bill 2305 (amending Chapter 548 of the Texas 

Transportation Code), which replaced the former dual certification system of separate motor vehicle 
inspection and registration decals with a single, combined certification system, known as the “single sticker 
rule.”  Beginning March 1, 2015, vehicles are no longer issued a separate inspection decal, and a single 
registration decal for each motor vehicle will signify that the vehicle has passed the required inspection and 
is registered in the State.  Drivers who cannot pass an inspection cannot obtain a registration decal under 
the single sticker rule. 

Other State Revenue Sources.  The State also generates or receives funds from a variety of sources 
that are credited to the State Highway Fund.  Such sources of funds include, without limitation, sales taxes 
on motor lubricants, funds from local governments that are participating in State highway projects, interest 
earnings on the dedicated funds deposited to the credit of the State Highway Fund, oversize and overweight 
trailer permit fees, vehicle title certificate fees, revenues from Texas Highways magazine, and other 
reimbursements received by TxDOT.  With the exception of the sales tax on motor lubricants and interest 
earnings on dedicated funds, these other revenue sources are not dedicated or committed by constitutional 
provision to the State Highway Fund.  See Tables 1, 2 and 3 above for information regarding the amount 
of funds generated from these sources and credited to the State Highway Fund for the last five fiscal years. 

During the 3rd called special session of the 83rd State Legislature that ended on August 5, 2013, 
Senate Joint Resolution Number 1 (“SJR 1”) was passed by the State Legislature and was approved by the 
State’s voters as Proposition 1 at the November 4, 2014 general election. Proposition 1 amended Article 
III, Section 49-g of the State Constitution (“Section 49-g”), to direct the Comptroller to transfer and allocate 
to the economic stabilization fund (“ESF”) and the State Highway Fund certain excess revenues derived 
from oil and gas production taxes.  Amounts deposited in the State Highway Fund pursuant to Section 49-
g may only be used for constructing, maintaining and acquiring rights-of-way for public roadways other 
than toll roads.  In recognition of the more restrictive limitations on the permitted uses of amounts 
transferred to the State Highway Fund pursuant to Proposition 1 (relative to the permitted purposes for 
which Senior Obligations may be and have been issued), TxDOT created a special account in the State 
Highway Fund to segregate such amounts from State Highway Fund revenues, and such amounts are not 
pledged to secure, or available to make payments on, Senior Obligations or to make advances under any 
TELA with TxDOT; however, deposits to the State Highway Fund as a result of Proposition 1 increase the 
State Highway Fund balances available for constructing, maintaining and acquiring rights-of-way for public 
roadways other than toll roads.   

House Bill 1 (“HB 1”), which was also approved during the 3rd called special session of the 83rd 
State Legislature, establishes a legislative process to ensure an appropriate amount of revenue is available 
in the ESF each biennium.  HB 1 further provides that the Comptroller, before making any transfers to the 
ESF or the State Highway Fund each year, shall determine whether the sum of the balance of the ESF plus 
any projected transfers to the ESF is less than the sufficient balance adopted by the State Legislature.  If the 
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Comptroller determines that this amount is less than the sufficient balance adopted by the State Legislature 
(which balance is adjusted biannually), then the Comptroller shall reduce the allocation to the State 
Highway Fund from Section 49-g, and increase the allocation to the ESF, in an equal amount, until the 
sufficient balance adopted by the State Legislature for the ESF is achieved.  Additionally, Section 49-g 
provides that during each State fiscal biennium the amount of funds in the ESF may not exceed an amount 
equal to 10% of the total amount, excluding investment income, interest income, and amounts borrowed 
from special funds of the State, deposited in the State’s General Revenue Fund during the preceding 
biennium (the “ESF constitutional limit”).  Absent any appropriations by the State Legislature, the ESF 
balance is expected to be $11.9 billion at the end of the 2018-19 biennium, which is below the ESF 
constitutional limit of an estimated $16.9 billion based on the Comptroller’s biennial revenue estimate for 
the 2018-2019 biennium.   

During the 84th regular legislative session, Senate Joint Resolution 5 (“SJR 5”) was passed by the 
State Legislature and was approved by the State’s voters as Proposition 7 at the November 3, 2015 general 
election.  Proposition 7 amended the State Constitution by adding Section 7-c to Article VIII thereof.  
Section 7-c directs the Comptroller in each State fiscal year specified therein to deposit to the credit of the 
State Highway Fund $2.5 billion of the net revenue derived from the imposition of State sales and use tax 
on the sale, storage, use or other consumption in the State of taxable items under Chapter 151 of the Texas 
Tax Code (or its successor), that exceeds the first $28 billion of that revenue coming into the treasury in 
that State fiscal year.  The foregoing provision of Section 7-c is effective in each State fiscal year from 
September 1, 2017 through the State fiscal year ending August 31, 2032.  The appropriations bill adopted 
by the State Legislature for the 2018-2019 State biennium delays the amount of Proposition 7 funds that 
would have been transferred to the State Highway Fund for fiscal year 2018 pursuant to the foregoing 
provision of Section 7-c until the first month of fiscal year 2019.  Additionally, Section 7-c directs the 
Comptroller in each State fiscal year specified therein to deposit to the credit of the State Highway Fund an 
amount equal to 35% of the net revenue derived from the tax authorized by Chapter 152 of the Texas Tax 
Code (or its successor) and imposed on the sale, use, or rental of a motor vehicle that exceeds the first $5 
billion of that revenue coming into the State treasury in that State fiscal year.  The foregoing provision of 
Section 7-c is effective in each State fiscal year from September 1, 2019 through the State fiscal year ending 
August 31, 2029. Money deposited to the State Highway Fund pursuant to Section 7-c may only be 
appropriated to construct, maintain or acquire rights-of-way for public roadways other than toll roads or to 
repay principal and interest on general obligation bonds issued pursuant to Article III, Section 49-p of the 
State Constitution (“Section 49-p”).  In recognition of the more restrictive limitations on the permitted uses 
of amounts transferred to the State Highway Fund pursuant to Section 7-c (relative to the permitted purposes 
for which Senior Obligations may be and have been issued), TxDOT expects to create a special account in 
the State Highway Fund to segregate such amounts from State Highway Fund revenues, and such amounts 
are not pledged to secure, or available to make payments on, Senior Obligations or to make advances under 
any TELA with TxDOT; however, any deposits to the State Highway Fund as a result of Proposition 7 will 
increase the State Highway Fund balances available for constructing, maintaining and acquiring rights-of-
way for public roadways other than toll roads, except to the extent that such deposits are used to repay 
principal and interest on general obligation bonds issued pursuant to Section 49-p. 

Section 7-c authorizes the State Legislature, upon a two-thirds vote of each house, to direct the 
Comptroller to reduce transfers authorized by Section 7-c into the State Highway Fund only in the State 
fiscal year of such vote or in either of the following two State fiscal years, by an amount or percentage that 
does not result in a reduction of more than 50 percent of the amount that would have otherwise been 
deposited to the State Highway Fund in the affected State fiscal year.  The State Legislature may, by a 
record vote of a majority of the members of each house, adopt a resolution that extends, in 10-year 
increments, the duty of the Comptroller to make deposits into the State Highway Fund pursuant to Section 
7-c.  SJR 5 includes a temporary provision that expires September 1, 2020, which prohibits the use of funds 
transferred into the credit of the State Highway Fund from the effective date such transfers are authorized 
under SJR 5 from being used for any purposes other than constructing, maintaining or acquiring rights-of-
way for public roadways other than toll roads or repaying principal and interest on general obligation bonds 
issued pursuant to Section 49-p.   
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Federal Funds.  Federal transportation funds are made available to the State by the federal 
government.  The Federal-Aid Highway Program (“FAHP”) is an “umbrella” term that encompasses most 
of the federal programs providing highway funds to the states. The Federal Highway Administration 
(“FHWA”) is the federal agency within the USDOT responsible for administering the FAHP. The FAHP is 
financed from the transportation user-related revenues deposited in the Federal Highway Trust Fund 
(“HTF”). Federal government funding for infrastructure projects is usually accomplished through federal 
highway authorization legislation, which establishes funding over a multi-year period. 

The FAHP is a reimbursement program.  Once projects are approved by FHWA and funds are 
obligated, the federal government makes payments to the states for costs as they are incurred on projects, 
which may include debt service on obligations issued to finance a project. With few exceptions, the federal 
government does not pay for the entire cost of a federal-aid project.  Federal reimbursements are typically 
to be matched with state and/or local funds.  The maximum federal share is specified in the federal 
legislation authorizing the program.  Under current law, most projects have an 80 percent federal share, 
while Highway Safety Improvement Program projects, as well as certain interstate highway construction 
projects, are funded with a 90 percent federal share. 

Funding under the FAHP is provided to states through a multi-step funding cycle that includes: (i) 
multi-year or short-term authorization by Congress of the funding for various highway programs; (ii) 
apportionment and allocation of funds to the states each federal fiscal year (“FFY”) according to statutory 
formulas or, for some funding categories, through administrative action; (iii) obligation of funds, which is 
the federal government’s legal commitment (or promise) to pay or reimburse states for the federal share of 
a project’s eligible costs; (iv) appropriations by Congress specifying the amount of funds available for the 
year to liquidate and meet its obligations; (v) program implementation which covers the programming and 
authorization phases; and (vi) reimbursement by the federal government of the eligible project costs.  The 
FAHP is subject to federal rescission of funds enacted by federal law which reduces the amount of funds 
available under an existing appropriation or authorization act. 

The primary source of revenues in the HTF is derived from federal excise taxes on motor fuels, 
including certain alternative fuels.  The HTF is a dedicated federal fund with revenues dedicated for 
reimbursement of expenditures by the states, including Texas, for costs of eligible transportation projects, 
including highway projects, and was created as a user-supported fund intended to finance highways with 
taxes paid by users of highways.  Deposits of such taxes into the HTF must periodically be reauthorized by 
Congress.  Historically, the HTF and its constituent taxes have been authorized to operate for limited periods 
of time. 
 

Failure to replenish the HTF expeditiously and maintain the flow of federal revenues to states may 
have an adverse impact on TxDOT and the Commission.  In addition, funding appropriations may be revised 
and federal funding for infrastructure projects may be reduced which may impact the funding available to 
TxDOT for payment of its obligations, including obligations to developers pursuant to pass-through toll 
agreements and obligations to advance funds as required by and subject to the limitations under toll equity 
agreements, and obligations to support the operations of CTTS (defined herein).  See “– State Highway 
Fund Obligations” below. 

 
The current federal highway authorization legislation, the “Fixing America’s Surface 

Transportation Act” (the “FAST Act”), became law on December 4, 2015 and reauthorizes the FAHP 
through September 30, 2020.  Prior to the enactment of the FAST Act, the last multi-year authorization of 
the FAHP was the “Moving Ahead for Progress in the 21st Century Act” (“MAP-21”), which provided 
funding through September 30, 2014.  MAP-21 replaced the “Safe, Accountable, Flexible, Efficient 
Transportation Equity Act: A Legacy for Users” (“SAFETEA-LU”), which expired in 2009, but was 
reauthorized through passage of temporary short-term extensions until June 30, 2012.  In periods between 
multi-year authorizations, Congress consistently has used short-term authorizations to fund the FAHP.   
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Prior federal highway authorization and appropriation legislation has included rescissions of 
unused contract authority, including reductions to funding under SAFETEA-LU and multiple appropriation 
bills in each of the years 2006 through 2011.  MAP-21 did not include a rescission; however, there is a 
rescission included in the FAST Act.  The FAST Act put in place a $7.5 billion rescission of unused contract 
authority at the end of the authorized period in 2020.  In addition, the Balanced Budget and Emergency 
Deficit Control Act of 1985, as amended, required certain automatic reductions in federal spending that 
impacted MAP-21 funding.  See “– Sequestration Effects on the State Highway Fund” below.  

State law currently provides that federal funds appropriated for public road construction in the State 
may only be spent by and under the supervision of TxDOT.  Such funds are deposited to the credit of the 
State Highway Fund as reimbursements.  See Tables 1, 2 and 3 above for information regarding the amount 
of federal reimbursement funds credited to the State Highway Fund for the last five fiscal years. 

The Equity Bonus Program in SAFETEA-LU was removed from MAP-21.  In its place, MAP-21 
made an adjustment to part of the apportionment formula (which was carried forward through the FAST 
Act), such that no state receives less than a 95% share of the state’s attributed share of highway user tax 
revenue contributed to the Highway Account of the HTF.  Due to recent federal general revenue transfers 
to the HTF, almost every state is now receiving more funds than were deposited into the HTF.  Texas is the 
only state still below the 100% threshold of funds received. Funds from the HTF support a variety of federal 
transportation programs that, for purposes of this discussion, are grouped into three broad categories: (i)  
funds distributed proportionally to states through a dedicated formula program (“Guaranteed Highway 
Programs”); (ii) discretionary funds (“Discretionary Programs”) and (iii) Transit Programs.   

The allocation of funds using a formula provided in law is called apportionment. Most federal-aid 
funds are formula allocated to states through apportionment. Each FFY, the FHWA has responsibility for 
apportioning authorized funding for the various highway programs among the states according to formulas 
established in the authorizing statute, currently the FAST Act. When there are no formulas in law, the non-
formula allocation (discretionary) of funds may be made at any time during the FFY. In most cases, non-
formula allocated funds are divided among states with qualifying projects applying general administrative 
criteria provided in the law.  The annual apportionments to TxDOT under SAFETEA-LU, MAP-21, 
extensions of MAP-21 and the FAST Act were $3.33 billion, $3.3 billion and $3.57 billion, $3.81 billion 
and $3.83 billion in FFY 2014 through 2018, respectively.  The FAST Act contains a $7.5 billion rescission 
at the end of the authorization period in 2020.  It is possible for additional rescissions to be added to the 
one included in the FAST Act via the appropriations process. 

 
The following Table 6 provides a history of the apportionments and allocations, as applicable, to 

TxDOT for certain federal highway funding programs in the State for the last five FFYs.  The data for the 
following table was obtained from the USDOT.  Such table includes federal funds apportioned and allocated 
for the State’s Guaranteed Highway Programs, Transit Programs and Discretionary/Allocated Highway 
Programs, but excludes the State’s Aviation and Ferry Boat Programs.  The amounts shown for Transit 
Programs reflect funds that are administered by or flow through TxDOT and awarded to sub-recipients; 
funds given directly to sub-recipients in the State are excluded. 

Table 6 - Federal Transportation Funds Apportioned and Allocated to TxDOT 
(in millions) 

 
 

FFY 

Guaranteed 
Highway 
Programs 

Discretionary/ 
Allocated Highway 

Programs 

 
 

Transit Programs 

 
 

Total 
2014 $3,341.4 $10.6 $64.5 $3,416.5 
2015 3,342.5 10.2 64.4 3,417.1 
2016 3,511.8 19.5 65.6 3,596.9 
2017 3,828.4 9.9 66.9 3,905.2 
2018 3,850.9 9.5 71.4 3,931.8 

 



 

A-15 
  

Obligation authority is the commitment (or promise) of the federal government to pay, through 
reimbursement to a state, the federal share of an approved project’s eligible costs, which may include debt 
service on obligations issued to finance a project. This process is important to the states because it allows 
states to award contracts with assurance that the federal government will reimburse its share of incurred 
costs. Once an obligation is made, the federal government is to reimburse the states when bills or payments 
become due. However, Congress places a restriction or “ceiling” on the amount of federal assistance that 
may be obligated (promised) in an individual year. This is a statutory budgetary control that does not affect 
the apportionment or allocation of funds.  Rather, it controls the rate at which these funds can be used. 

FHWA distributes obligation authority to states proportionately based on each state’s share of 
apportioned and allocated revenues. During the FFY, states submit requests to FHWA to obligate funds, 
representing the federal share of specific projects. As a state obligates funds, its balance of obligation 
authority is reduced. A state’s obligation authority (unlike its apportionments and allocations of authorized 
funding) must be used before the end of the FFY for which it is made available; if not, it will be distributed 
to other states to ensure that the total limitation nationwide will be used. Although a ceiling on obligations 
restricts how much funding may be used in a FFY, the state has flexibility within the overall limitation to 
mix and match the type of program funds it obligates, based on its individual needs, as long as it does not 
exceed the ceiling in total. 

The following Table 7 provides a history of the obligation authority to TxDOT for Guaranteed 
Federal Highway Programs in the State for the last five FFYs.  The data for the following table was obtained 
from the USDOT.  The following table excludes obligation authority limitation for the State’s Aviation 
and Ferry Boat Programs. 

Table 7 - Federal Transportation Obligation Authority for TxDOT Guaranteed Highway Programs 
(in millions) 

FFY Amount 
2014(1) $3,359.7 
2015 3,333.8 
2016 3,408.4 
2017 3,820.1 
2018 3,758.5 

______________________ 
(1) The overall obligation authority limitation received for the Guaranteed Highway Program has historically been less than 

the apportionment for Guaranteed Highway Program. However, in FFY 2014, the obligation authority limitation 
exceeded the total FFY 2014 apportioned funds since the Department requested and received additional funds from a 
redistribution of obligation authority that other states were not able to use in FFY 2014. This redistribution allowed the 
Department to spend more on projects in Fiscal Year 2014 than had been anticipated.  

 
The amounts shown in Table 6 above represent federal funds that have been “apportioned” or 

“allocated” to the State pursuant to federal legislation. Amounts shown in Table 7 above represent federal 
funds that have been “obligated” to the State by the FHWA pursuant to federal legislation, but do not 
represent funds actually credited to TxDOT for any given period.  For federal reimbursements credited to 
TxDOT during the last five Fiscal Years, see Table 1 above. 

Uses of the State Highway Fund 

General.  Funds that are required to be used for public roadways by State or federal law and that 
are deposited to the credit of the State Highway Fund, may be used only (i) to improve the State highway 
system or (ii) to mitigate adverse environmental effects that result directly from the construction or 
maintenance of a state highway by TxDOT.  Money in the State Highway Fund that is not so restricted may 
be used for any functions performed by TxDOT, including expenses relating to TxDOT’s “pay as you go” 
construction program, payroll, repairs and maintenance expenses, costs of materials and supplies, 
professional fees or commitments, utilities, rents and lease payments and intergovernmental payments. Debt 
service on State Highway Fund revenue bonds and other obligations and financial commitments are also 
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paid from the State Highway Fund. To accomplish these purposes, money in the State Highway Fund is 
appropriated by the State Legislature to TxDOT and certain other State agencies.  See “– General” and “– 
State Highway Fund Obligations.” 

The following Table 8 sets out the appropriation of funds by the State Legislature to TxDOT for 
the five most recent State biennia, including the current State biennium and the approximate percentage of 
total appropriations from the State Highway Fund represented by such appropriations. 

Table 8 - Appropriations to TxDOT from the State Highway Fund 
(dollar amounts shown in millions) 

State Biennium 
Amount  

  Appropriated(1) 

Percentage of  
Total State  

Highway Fund  
Appropriations 

2010-11 $11,728.8 90.05% 
2012-13 12,060.3 87.97 
2014-15(2) 16,491.4 92.86 
2016-17(3) 17,208.3 100.00 
2018-19(3) 19,933.5 100.00 

______________________ 
(1) Amounts include appropriations made to other State agencies (e.g., the Employees Retirement System of Texas) for the 

benefit of TxDOT.  Minor revisions reflect final adjustments to the State’s General Appropriations Act. 
(2) TxDOT received an increase in State Highway Fund appropriations in State Biennium 2014-2015 mainly due to increased 

federal funds and higher registration fee revenue. 
(3) Previously, certain money in the State Highway Fund was appropriated to DPS to police the State highway system and to 

administer State laws relating to traffic and safety on public roads. House Bill 20, which was approved during the 84th 
regular legislative session and became effective June 3, 2015, ended such diversions to the DPS from the State Highway 
Fund.  See “– General” above. 

 
Budget Process.  TxDOT operates under a two-year budget cycle. In preparing its Legislative 

Appropriations Request (“LAR”), TxDOT relies upon its cash flow forecast for the State Highway Fund, 
which delineates current and future obligations of TxDOT and forecasts the monthly revenue, expenditure, 
lowest daily balance, and ending balance for the State Highway Fund. From the forecast, the amount of 
expenditures (appropriations) that can be handled by the State Highway Fund can be determined. After 
accounting for existing obligations, the Commission then allocates the projected available resources among 
the competing needs identified by the various TxDOT offices, including obligations under pass-through 
toll agreements and toll equity agreements. Once these funding priorities have been determined, the data is 
entered into TXDOT’s LAR and submitted to the State Legislature for consideration in enacting the State 
appropriations bill.  Once the appropriations bill takes effect, it is implemented as the State budget for the 
next two-year biennium, taking effect on the next September 1.  Though it is not codified and does not 
otherwise appear in Vernon’s Texas Statutes, the budget is law and State agencies are bound by it. The 
Legislative Budget Board and the State Auditor’s Office are responsible for monitoring compliance. 

 
Capital Planning and Funding.  As required by various State and federal laws, the funding priorities 

of the Commission are outlined in various transportation plans approved by the Commission and various 
metropolitan planning organizations (“MPOs”) within the State. The statewide transportation plan 
(“Statewide Transportation Plan”) is a long-range plan outlining the transportation goals of the 
Commission over a 25-year period. From such plan, the Commission develops the Unified Transportation 
Program (“UTP”) that covers transportation projects over a period of 10 years. The UTP contains 
“Construct” transportation projects to be constructed over the next four years and for which funding is firm 
and “Develop” transportation projects to be developed over the following six years and for which full 
funding is yet to be authorized. At the same time, the 25 MPOs each approve a four-year Transportation 
Improvement Program (“TIPs”). The TIPs approved by MPOs are used to create the Statewide 
Transportation Improvement Program (“STIP”) for projects to be constructed by the Commission over the 
next four year period as part of the “Construct” UTP projects. All projects funded by TxDOT and 
reimbursed by the FHWA must be included in the STIP. 
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The Commission has funded a greater number of highway projects, through its Strategic Priority 
Funds, by funding projects over a 15 to 20 year time frame (and committing the use of the Strategic Priority 
Funds over such longer period), thereby decreasing the annual cost by extending the period in which a 
project will be paid. The Commission has used a number of different financing mechanisms to implement 
this strategy, including pass-through toll agreements and toll equity agreements. The Commission is also 
accelerating development and construction of highways through the issuance of obligations secured by and 
payable from the State Highway Fund and general revenues of the State.  See “– General” and “– State 
Highway Fund Obligations.” 

During the 84th regular legislative session the State Legislature passed HB 20, which requires the 
Commission, by rule, to implement a performance-based planning and programming process dedicated to 
providing State executive and legislative branches with indicators that quantify and qualify progress toward 
attaining all TxDOT goals and objectives established by the State Legislature.  HB 20 requires the 
Commission, by rule, to develop and implement performance metrics and performance measures as part of 
the review of strategic planning in the Statewide Transportation Plan, rural transportation plans and the 
UTP.  The Commission must also, by rule, implement performance metrics and performance measures as 
part of the evaluation of decision-making on projects selected for funding in the UTP, the STIP and for 
project delivery for projects in TxDOT’s letting schedule.  Additionally, HB 20 requires each MPO or, for 
an area that is not within the boundaries of an MPO, the TxDOT district that serves the area to develop a 
10-year transportation plan for the use of the funding allocated to such area plan under the UTP as well as 
develop project recommendation criteria. 

The Commission has the ability to finance its continuing construction program through a number 
of methods.  Pursuant to Section 222.003, Texas Transportation Code (the “State Highway Fund Revenue 
Bond Act”), the State Legislature has authorized the Commission to issue up to $6 billion in aggregate 
principal amount of bonds and other public securities to finance (i) State highway improvement projects, 
(ii) reserve and contingency funds for such bonds and other public securities and (iii) the costs of issuing 
such bonds or securities and entering into credit agreements related to such bonds and securities.  The State 
Highway Fund Revenue Bond Act provides that such bonds and public securities issued, and credit 
agreements entered into, are secured by a pledge of and payable from revenues deposited to the credit of 
the State Highway Fund and amounts needed for payments due on such bonds, public securities, and credit 
agreements are appropriated from the State Highway Fund by Section 49-n (as defined below) for that 
purpose.  No authorized amount currently remains under the State Highway Fund Revenue Bond Act for 
new money purposes, unless such Act is amended by the State Legislature to modify or remove such 
limitation.  The Commission may issue bonds or other public securities during the next twelve months as 
Additional Senior Obligations for refunding purposes.  See “– State Highway Fund Obligations – Senior 
Obligations” below.  The Commission may also issue State general obligation indebtedness to refinance a 
portion of the Commission’s capital program. In addition, the Commission may enter into certain 
agreements and commitments, including pass-through toll agreements, toll equity agreements and multi-
year construction contracts and agreements, to finance, assist in the financing, or outright develop and 
construct, highway projects.  See “– State Highway Fund Obligations – Subordinate Obligations” and “– 
State Highway Fund Obligations – Other State Highway Fund Obligations and Commitments.” 

State Highway Fund Obligations 

Senior Obligations.  Section 49-n of Article III, Texas Constitution, as approved by voters in the 
State in 2003 (“Section 49-n”), permits the State Legislature to authorize the Commission to issue bonds 
and other public securities to fund State highway improvement projects payable from certain revenues 
deposited to the credit of the State Highway Fund.  The State Highway Fund Revenue Bond Act was 
amended by the State Legislature in 2007 to increase the maximum principal amount of bonds and other 
public securities, if any (collectively, “Senior Obligations”), that may be issued by the Commission 
pursuant to Section 49-n.  The Commission is currently authorized to issue Senior Obligations in an 
aggregate principal amount not to exceed $6 billion; provided that the Commission may not issue more 
than $1.5 billion aggregate principal amount of Senior Obligations in any year.  Further, the State Highway 
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Fund Revenue Bond Act currently provides that Senior Obligations may not have a principal amount or 
terms that, at the time Senior Obligations are issued, are expected by the Commission to cause annual debt 
service expenditures with respect to Senior Obligations to exceed 10% of the amount deposited to the credit 
of the State Highway Fund in the immediately preceding year.  Section 49-n does not restrict the authority 
of the State Legislature to modify or remove the limitations on the issuance of Senior Obligations contained 
in the State Highway Fund Revenue Bond Act.  As described above, no authorized amount currently 
remains under the State Highway Fund Revenue Bond Act for new money purposes, unless such Act is 
amended by the State Legislature to modify or remove such limitation. 

As of August 31, 2018, approximately $4.2 billion in aggregate principal amount of Senior 
Obligations in the form of State Highway Fund Revenue Bonds was outstanding.  Senior Obligations are 
currently rated “Aaa” by Moody’s Investors Service, Inc. and “AAA” by S&P Global Inc. 

Subordinate Obligations.  The Texas Constitution (Article III, Section 49-m) and the Texas 
Transportation Code (Section 201.115) currently authorize the Commission to borrow money from any 
source to carry out the functions of TxDOT.  A loan incurred pursuant to Section 201.115 may be in the 
form of an agreement, a note, a contract, or another form, as determined by the Commission.  The term of 
a loan may not exceed two years, and the amount of a loan, combined with any other loans issued and 
outstanding pursuant to Section 201.115, may not exceed an amount that is two times the average monthly 
revenue deposited to the State Highway Fund for the 12 months preceding the month in which the loan is 
made.  A loan incurred pursuant to Section 201.115 is payable from legislative appropriation of amounts 
on deposit in the State Highway Fund for that purpose. 

Additionally, the Texas Transportation Code (Sections 201.961, et seq.) currently authorizes the 
Commission to issue highway tax and revenue anticipation notes (“HTRANs”) if the Commission 
anticipates a temporary cash flow shortfall in the State Highway Fund during any fiscal year.  The HTRANs 
are subject to the approval of the Cash Management Committee (consisting of the Governor, the Lieutenant 
Governor, the Speaker of the House (a non-voting member) and the Comptroller), which also approves cash 
flow borrowings for the State.  HTRANs must mature during the fiscal biennium in which they are issued, 
and HTRAN proceeds must be placed in a special fund in the State Treasury and transferred as necessary 
to the State Highway Fund to pay authorized expenditures.  HTRANs and related credit agreements are 
payable from amounts on deposit in the State Highway Fund.  To date, the Commission has not issued, and 
does not expect to issue, any HTRANs. 

The obligation of TxDOT to pay debt service on any obligations incurred pursuant to Section 
201.115 (or Sections 201.961, et seq., relating to HTRANs) is (i) subordinate to the pledge of State Highway 
Fund revenues securing Senior Obligations and (ii) prior to the pecuniary obligations of the Commission 
and TxDOT in respect of other State Highway Fund obligations described below under “– Other State 
Highway Fund Obligations and Commitments.” 

Other State Highway Fund Obligations and Commitments.  In addition to Senior Obligations and 
any subordinate obligations (described above), TxDOT has the ability to issue and incur additional bonds, 
credit agreements, short-term obligations (including commercial paper notes, direct lending obligations or 
tax and revenue anticipation notes) that are senior to its obligations under TELAs.  Additionally, TxDOT 
has the ability to establish additional liens for obligations that may be senior to or on parity with its 
obligations under any TELA.  TxDOT may also enter into other TELAs, pass-through toll agreement 
obligations, CDAs and other obligations that are payable from the State Highway Fund.  Some of these 
long-term obligations and commitments are described below.   

Neither the Commission nor TxDOT have adopted any policy limiting the ability to enter into toll 
equity or other agreements payable from the State Highway Fund. 
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Central Texas Turnpike System 

The Commission has a toll equity commitment with the Central Texas Turnpike System (the 
“CTTS”), subject to the appropriation of available funds, to pay operation and maintenance expenses, 
current capital expenditures and certain unusual or extraordinary maintenance costs as determined by the 
Commission (“CTTS Reserve Maintenance”), all of which constitute subordinate obligations (as described 
above) to the extent the CTTS toll revenues are not sufficient to pay such expenses. However, the 
Commission does not currently anticipate making unreimbursed payments for any CTTS operation and 
maintenance expenses or CTTS Reserve Maintenance from the State Highway Fund. 

Issuance of Toll Revenue Debt for Midtown Express 

On September 27, 2018, the Commission approved a minute order authorizing the creation of a toll 
revenue financing system to support debt to finance a portion of the costs of certain highway improvements, 
including tolled managed lanes, along SH 183 from just east of SH 121 to near I-35E/Trinity Parkway 
(including the proposed Diamond Interchange Phase II, a portion of which is comprised of SH 114 from 
Loop 12 to SH 183), Loop 12 from SH 183 to I-35E and SH 114 from International Parkway to Loop 12 in 
Dallas and Tarrant Counties to be known, in part, as the “Midtown Express.” It is anticipated that the debt, 
expected not to exceed $300 million, to be issued by the Commission for the Midtown Express will be 
secured, in part, by toll revenues.  In addition, the Commission anticipates making certain covenants to 
undertake certain funding obligations relating to the Midtown Express, which may be funded from the State 
Highway Fund. No assurances are given as to whether such debt obligations will be issued or as to any 
future development of the Midtown Express. 

Toll Equity Obligations  

TxDOT is authorized to spend money from any available source, including the State Highway 
Fund, for the construction, maintenance, and operation of toll facilities.  Under Texas Transportation Code, 
Section 222.103, as amended (“Section 222.103”), and pursuant to the terms and conditions established 
by the Commission, TxDOT may participate in the acquisition, construction, maintenance, or operation 
of a toll facility with a public or private entity authorized by State law to construct or maintain a toll 
facility.  Prior to its amendment by Senate Bill 312 (“SB 312”), which was passed during the most recent 
regular session of the State Legislature and was signed into law by the Governor on June 9, 2017, Section 
222.103 required the Commission to recoup any money spent by TxDOT for the cost of a toll facility 
owned by a private entity, but provided the Commission with the option of requiring repayment of any 
money spent by TxDOT for the cost of a publicly owned toll facility.  Thus, moneys provided by TxDOT 
under Section 222.103 (prior to its amendment by SB 312) may have been in the form of loans (to either 
public or private entities) or grants (to public entities only).  SB 312 amended Section 222.103 and added 
Texas Transportation Code, Section 372.002 to provide that any contributions provided by TxDOT on or 
after September 1, 2017 as participation in the cost of a toll project must be repaid; provided, however, toll 
project entities (including regional tollway authorities, regional mobility authorities and certain counties) 
are not required to repay funds contributed by TxDOT for a toll project from a subaccount created under 
Transportation Code, Section 228.012, or if a toll project entity commenced the environmental review 
process for the project on or before January 1, 2014.   

Transportation Code Section 222.103 limits the amount of money that TxDOT may grant each fiscal 
year to no more than the amount that, together with amounts granted for the preceding four fiscal years, 
results in an average annual expenditure of $2 billion.  Toll equity loans under Section 222.103 are not 
included in the calculation of the limitation.  The Commission anticipates entering into additional toll equity 
agreements in the future, and it is currently anticipated that all toll equity obligations will be funded from 
the State Highway Fund.  All toll equity obligations are subject to the appropriation of lawfully available 
funds to make such payments; and such payments are subordinate to (i) Senior Obligations, which have a 
prior lien on and pledge of the revenues deposited into the State Highway Fund, (ii) obligations issued or 
incurred pursuant to Section 201.115, Texas Transportation Code, and (iii) HTRANs. 
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As of August 31, 2018, the Commission had outstanding toll equity grant commitments and toll 
equity loan commitments that may be disbursed from the State Highway Fund totaling approximately 
$178.2 million and $9.5 billion, respectively.  The toll equity loan commitment is related to a TELA with 
the Grand Parkway Transportation Corporation (the “GPTC”). 

On November 1, 2017, TxDOT’s TELA with NTTA terminated in accordance with its terms, and 
TxDOT has no further obligations thereunder.  As of the date of this Official Statement, TxDOT has no 
outstanding toll equity loan commitments other than the TELA with GPTC.  As described above, TxDOT 
may enter into additional TELAs in the future, and neither the Commission nor TxDOT have adopted any 
policy limiting the ability to enter into toll equity or other agreements payable from the State Highway 
Fund. 

The disbursements by TxDOT pursuant to any TELA will be subject to appropriation and 
such payments are subordinate to (i) Senior Obligations, which have a prior lien on State Highway 
Fund revenues, (ii) obligations issued or incurred pursuant to Section 201.115, Texas Transportation 
Code, and (iii) HTRANs.   

The following Table 9 shows the expected deposits to and uses of revenues in the State Highway 
Fund during the term of the TELA with GPTC.   
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Pass-Through Financing Agreements 

Section 222.104 of the Texas Transportation Code, as amended (“Section 222.104”), provides for 
the payment of a “Pass-Through Toll,” a per vehicle fee or per vehicle mile fee determined by the number 
of vehicles using a highway, for specific purposes.  First, pursuant to Section 222.104 and subject to 
Commission rules, TxDOT may enter into an agreement with a public or private entity that provides for the 
payment of Pass-Through Tolls (“Pass-Through Financing”) to reimburse a public or private entity for 
expenditures made by the public or private entity for the design, development, construction, maintenance 
or operation of a toll or non-toll facility on the State highway system.  Second, TxDOT may enter into an 
agreement with a private entity that provides for the payment of Pass-Through Tolls by the private entity 
to TxDOT as reimbursement for TxDOT expenditures for the design, development, construction, 
maintenance or operation of a toll or non-toll facility on the State highway system.  TxDOT may use any 
available funds, including money on deposit within the State Highway Fund, for the purpose of making a 
Pass-Through Toll payment.  It is currently anticipated that all Pass-Through Toll commitments will be 
paid from the State Highway Fund.  As of August 31, 2018, TxDOT had executed approximately 40 Pass-
Through Financings with terms ranging from 4 to 20 years and total pass-through reimbursements owed of 
approximately $1.0 billion with aggregate annual reimbursements of no greater than $242 million.  

TxDOT’s pecuniary obligations under Pass-Through Financings do not provide for the payment of, 
or obligate TxDOT to pay, amounts sufficient to pay debt service on bonds or other public securities secured 
by such payments and, such payments are subordinate to (i) Senior Obligations, which have a prior lien on 
State Highway Fund revenues, (ii) obligations issued or incurred pursuant to Section 201.115, Texas 
Transportation Code, and (iii) HTRANs.  The amount of payments owed by TxDOT under Pass-Through 
Financings will be determined by the terms and conditions of the relevant agreement, without regard to the 
actual debt service payable in respect of any bonds issued by the governmental entity receiving the 
payments.  TxDOT’s obligation to pay amounts owed under the terms of Pass-Through Financings are 
currently payable from the State Highway Fund and are subject to appropriation by the State Legislature of 
sufficient funds to discharge the obligations of TxDOT. 
 

Sequestration Effects on the State Highway Fund  

Pursuant to the requirements of the Balanced Budget and Emergency Deficit Control Act of 1985, 
as amended by the Bipartisan Budget Act of 2013 (the “Budget Act”), certain automatic, annual reductions 
in federal spending (the “Sequester Cuts”) took effect as of March 1, 2013.  The Sequester Cuts affected 
the subsidy payments to be made by the federal government to issuers of “direct-pay” tax credit bonds, such 
as Build America Bonds (“BABs”), including the Commission’s State Highway Fund First Tier Revenue 
Bonds, Series 2010 (Build America Bonds – Direct Payment) (the “Series 2010 Bonds”).  The Series 2010 
Bonds were issued as taxable BABs and the Commission elected to receive a subsidy payment from the 
United States Treasury equal to 35% of the amount of each interest payment on the Series 2010 Bonds (the 
“BAB Subsidy Payments”).  The BAB Subsidy Payments are not available to make payments under any 
TELA.  As a result of the Sequester Cuts, the BAB Subsidy Payments received by the Commission in Fiscal 
Years 2015, 2016, 2017 and 2018 for the Series 2010 Bonds were reduced by approximately $1,959,611, 
$1,908,840, $1,833,491, and $1,824,465.84, respectively.  The BAB Subsidy Payments in respect of the 
April 1, 2018 and October 1, 2018 debt service payments on the Series 2010 Bonds were reduced by 
approximately $892,000 and $892,000, respectively.  A 6.2% reduction in BAB Subsidy Payments has 
been announced by the federal government for the federal fiscal year ending September 30, 2019.  If the 
Sequester Cuts continue, the Commission will be required to expend additional State Highway Fund 
revenues or other sources of funds in order to pay debt service on the Series 2010 Bonds resulting from a 
reduction in BAB Subsidy Payments.   
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Emergency relief funds authorized from the Highway Trust Fund for certain disaster events are 
also subject to the Sequester Cuts.  The Sequester Cuts were originally set to expire in 2021.  However, on 
February 9, 2018, the Budget Act was amended by Congress to, among other things, extend the planned 
Sequester Cuts to September 30, 2027.  There can be no assurances as to whether the Sequester Cuts will 
remain in effect and cause a reduction in receipts of federal funds or BAB Subsidy Payments for any future 
year.   

The federal Statutory Pay-As-You-Go Act of 2010 (the “PAYGO Act”), enacted on February 12, 
2010, requires that all new direct spending and revenue legislation enacted into law during a congressional 
session, taken together, must not increase projected deficits.  Under the PAYGO Act, if the Office of 
Management and Budget (“OMB”) determines that new legislation creates a net increase in the deficit under 
the mandated scorecard system, OMB is required to order a sequestration of non-exempt direct spending 
programs sufficient to eliminate the overage.  If such sequestration under the PAYGO Act were to go into 
effect, the Commission may not receive all or a portion of the BAB Subsidy Payments in respect of the 
Series 2010 Bonds.  In addition, a portion of the funding from the National Highway Performance Program 
that TxDOT receives and certain emergency relief funds authorized from the Highway Trust Fund and 
available to TxDOT may also be reduced if such sequestration under the PAYGO Act were to go into effect.  
There can be no assurances as to whether any new direct spending and revenue legislation will be enacted 
and result in sequestration of the aforementioned payments or funds under the PAYGO Act.   

TxDOT did not experience any reduction in federal funds during Fiscal Year 2017 due to 
sequestration under the PAYGO ACT.  The total amount of federal funds that were available to TxDOT 
during Fiscal Year 2018 and subject to potential reduction from Sequester Cuts under the Budget Act or 
sequestration under the PAYGO Act (which was comprised of the BAB Subsidy Payments in respect of the 
Series 2010 Bonds, funding from the National Highway Performance Program and certain emergency relief 
funds authorized from the Highway Trust Fund), before giving effect to the Sequester Cuts under the Budget 
Act for such period, was approximately $164.1 million, which is approximately 1.6% of the total State 
Highway Fund revenues for Fiscal Year 2018. 
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OUR VALUES:  People • Accountability • Trust • Honesty 
OUR MISSION:  Through collaboration and leadership, we deliver a safe, reliable, and integrated transportation system that enables the movement of people and goods. 

An Equal Opportunity Employer 

 
 

December 14, 2018 

To: The Citizens of Texas  
 The Honorable Greg Abbott, Governor 
 The Honorable Glenn Hegar, Texas Comptroller 
 Mr. John McGeady, Assistant Director, Legislative Budget Board 
 Ms. Sarah Keyton, Assistant Director, Legislative Budget Board 
 Ms. Lisa Collier, CPA, First Assistant State Auditor 
     
I am pleased to submit the audited annual financial report of the Texas Department of Transportation (TxDOT) for the 
fiscal year ended August 31, 2018 in compliance with Texas Government Code Annotated, Section 2101.11, the 
requirements established by the Texas Comptroller of Public Accounts and the Texas Transportation Code, Chapter 
201, Section 2041. The financial data of TxDOT is included in the audited State of Texas Comprehensive Annual 
Financial Report (CAFR) as part of the primary government. 

An external audit firm, Crowe LLP, performed an independent audit, in accordance with generally accepted auditing 
standards, of TxDOT's basic financial statements for the year ended August 31, 2018. The audit opinion is presented in 
this report preceding the financial statements. This report was prepared by the accounting staff in the Financial 
Management Division of TxDOT. TxDOT’s internal accounting controls provide reasonable assurance regarding the 
safeguarding of assets against loss from unauthorized use or disposal and the reliability of financial records for 
preparing financial statements. The concept of reasonable assurance recognizes that the cost of a control should not 
exceed the resulting benefit.  

TxDOT Management is responsible for the accuracy of the data in this report as well as for the completeness and 
fairness of presentation. Consequently, management assumes full responsibility for the completeness and fairness of 
all the information presented in the financial statements. To the best of my knowledge and belief, the financial 
statements are accurate in all material respects, are reported in a manner that presents fairly the financial position and 
results of TxDOT’s operations and provide disclosures that enable the reader to understand TxDOT’s financial condition.  

The Management’s Discussion and Analysis (MD&A) provides a narrative introduction, overview and analysis of the 
financial activities of TxDOT. We encourage readers to consider the information in this letter of transmittal in 
conjunction with the MD&A.  

Profile of the Government 
TxDOT is an agency of the state of Texas. Headquartered in Austin, TxDOT is organized by districts and divisions.  

TxDOT is led by an executive director and is governed by the five-member Texas Transportation Commission. All 
members of the Commission are appointed by the governor. The Commission is authorized to issue general obligation 
and revenue bonds per statutory and constitutional provisions.  

TxDOT has the statutory responsibility to coordinate planning, development, and operation of the state’s highway 
system and other transit services. The mission of TxDOT is: “Through collaboration and leadership, we deliver a safe, 
reliable, and integrated transportation system that enables the movement of people and goods.” 

TxDOT’s goals are to deliver the right projects; focus on the customer; foster stewardship; optimize system 
performance; preserve our assets; promote safety; and, value our employees. TxDOT values people, accountability, 
trust and honesty. This report reflects the operation of TxDOT and its blended component units.  
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Budgetary Controls 
Budgetary control is established at the appropriation level set forth by the General Appropriations Act (GAA). The GAA 
becomes law after passage by the Legislature, certification by the Texas Comptroller of Public Accounts that the 
amounts appropriated are within the estimated collections, and upon the signing of the bill by the governor. After the 
GAA becomes law, the appropriated budgets are entered in the Uniform Statewide Accounting System (USAS) and 
TxDOT’s internal PeopleSoft financial system. The budgetary control ensures compliance with any legislative initiatives 
and/or restrictions contained in the GAA. State budgets are requested and appropriated on a biennial cycle.  

State Economy 
The services provided by TxDOT directly impact the state’s economy. Over the long-term, the Texas economy benefits in 
many more ways from TxDOT’s transportation network enhancements, including the positive impacts on business costs 
and productivity, labor market access, attractiveness to new business, residents and tourists and property values.  
Investments in highway maintenance and construction serve as an immediate boost to the economy through the 
employment of workers and the production of construction materials.  

Long-Term Financial Planning  
Texas’ population is expected to grow to approximately 40 million people by 2035. Population growth brings more 
congestion to urban areas, increases the stress on roads and bridges and places greater demand on rural highways to 
support freight movement and travel connections between farms, ranches, homes, jobs and markets.  
 
The 10-year Unified Transportation Program (UTP), approved by the Texas Transportation Commission, was developed 
with extensive public input. It targets congestion in the state’s most-populated areas and includes projects to better 
connect the major interstates in rural areas with local roads and highways. Also, in outside urban areas, the program 
calls for enhancing and completing interstate highways, and addressing the continuing needs within the energy sector 
and along hurricane evacuation routes. 

Revenue sources of the programs are as follows:  
 

1. Approximately 32.8 percent of TxDOT’s fund financial revenue comes from federal funds. TxDOT receives 
federal funds through the Moving Ahead for Progress in the 21st Century Act (MAP-21) which funded surface 
transportation projects for federal fiscal years 2013 through 2018. Congress has subsequently passed several 
extensions of this legislation. The Fixing America’s Surface Transportation (FAST) Act (Pub. L. No. 114-94), 
signed into law on December 4, 2015, is the first federal law in over a decade to provide long-term funding 
certainty for surface transportation infrastructure planning and investment. The FAST Act authorizes $305 
billion over federal fiscal years 2016 through 2020 for highway, highway and motor vehicle safety, public 
transportation, motor carrier safety, hazardous materials safety, rail, and research, technology, and statistics 
programs. 
 

2. Constitutionally authorized bond issuances formerly provided additional funding for transportation projects 
across the state. Bond proceeds from Proposition 14 and Texas Mobility Fund have already been obligated and 
spent. Proposition 12 bond proceeds are expected to be spent by the end of FY 2019. See Management 
Discussion and Analysis for more detail on TxDOT’s bond programs and related debt service requirements. 
 

3.  Motor Fuels Tax  -  The motor fuels tax includes two major types, gasoline and diesel fuel. It also includes other 
liquefied gases. Texas’ tax rates on gasoline and diesel have remained stable at 20 cents per gallon since 
1991. The federal fuel tax rates have also been stable since 1993. The federal gasoline tax rate is 18.4 cents 
per gallon and the diesel tax 24.4 cents per gallon. Three- quarters of the state’s motor fuels tax revenue is 
allocated to the State Highway Fund (SHF). In Texas and many other states, motor fuels tax collections have 
begun to fall behind in their ability to meet the ever rising cost of the transportation projects they support. In 
Texas, voters have recently approved measures to supplement road funding by drawing revenues from oil and 
gas production taxes, the general sales tax and the sales tax on motor vehicles and rentals as explained in 
Proposition 1 and Proposition 7 below. 
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4.  Proposition 1 – Funds are derived from a portion of oil and gas production taxes that voters approved in fiscal 

2014. Pursuant to Section 49-g (c), Article III, Texas Constitution, the funds may be used for “constructing, 
maintaining, and acquiring rights-of-way for public roadways other than toll roads.” Proposition 1 funds are 
annually received by TxDOT in November. TxDOT received $734.4 million in November 2017 (fiscal 2018) and 
$1.4 billion in November 2018 (fiscal 2019). 

 
5.  Proposition 7 - On Nov. 3, 2015, Texas voters approved the ballot measure known as Proposition 7 (Prop 7) 

that dedicates a portion of the revenue from the state sales and use tax and motor vehicle sales and rental tax 
to the SHF.  

  
Under the amendment: 

• Beginning in fiscal 2018, if the state sales tax revenue exceeds $28 billion in a fiscal year, the next 
$2.5 billion will be directed to the SHF. 

• Beginning in fiscal 2020, if the state motor vehicle sales and rental tax revenue exceeds $5 billion in a 
fiscal year, 35 percent of the amount above $5 billion will be directed to the SHF.  

 
The general sales tax provision expires at the end of fiscal 2032, and the motor vehicle sales/rental taxes tax 
provision expires at the end of fiscal 2029, unless future legislatures vote to extend them.  
Proposition 7 funds are deposited into the SHF pursuant to Section 7-c, Article VIII, Texas Constitution. In Aug. 
2018 TxDOT received $939 million and the remaining $1.6 billion in Sept. 2018. Of the $2.5 billion 
Proposition 7 funds, approximately $613.4 million is dedicated to pay for debt service on Proposition 12 bonds 
in FY 2018-2019. Any remaining Proposition 7 funds may be expended to construct, maintain, or acquire of 
rights-of-way for public roadways other than toll roads.  

Major Initiatives  
1. Modernizing Information Management  

TxDOT has embarked on an agency wide information management solution to automate and streamline the 
delivery of transportation programs. The Modernize Portfolio and Project Management (MPPM) initiative will 
transform how TxDOT executes and measures portfolio management and project management, including right 
of way.  It will replace up to 40 legacy engineering operations systems, including a 30-year-old mainframe 
system. MPPM will also standardize and automate processes while providing transparency in performance 
measurement. This initiative will impact a large number of TxDOT stakeholders including metropolitan planning 
organizations, local governments, the Federal Highway Administration, consultants and vendors.  

2. Austin Campus Consolidation 
Planning, design and preconstruction activities are underway to consolidate five TxDOT campuses on the 
recently purchased 49 acres at East Stassney Lance and Burleson Road in Southeast Austin. Initial civil 
construction activities are expected to commence in February, 2019. The Department has submitted a 
legislative appropriation request for consideration of funding for the building construction of the campus 
consolidation to the 86th Legislature.  
 

3. Texas Clear Lanes  
In September 2015, Governor Greg Abbott directed the Texas Transportation Commission to address the 
state's most congested chokepoints and to work with transportation planners to get new roads built swiftly and 
effectively.  The effort is known as Texas Clear Lanes and is spearheaded by Commission Chairman J. Bruce 
Bugg, Jr. Since the program began, the Transportation Commission has allocated more than $18.0 billion to 
congestion-relief efforts in Austin, Dallas, Fort Worth, Houston and San Antonio, our state’s largest 
metropolitan areas and home to 92 of the Top 100 most congested corridors according to the Texas A&M 
Transportation Institute 2017 analysis. 
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OUR VALUES:  People • Accountability • Trust • Honesty 
OUR MISSION:  Through collaboration and leadership, we deliver a safe, reliable, and integrated transportation system that enables the movement of people and goods. 

An Equal Opportunity Employer 

 
 

4. Funding Key Priorities  
With more than $75 billion in total funding, TxDOT’s 2019 Unified Transportation Program represents a major 
commitment by the Texas Legislature and citizens to plan for and meet the state’s mobility needs. The 10-year 
plan addresses capacity, maintenance and safety needs around the state. It targets congestion in Texas’ five 
most congested areas and includes projects to better connect major interstates in rural areas with local roads 
and highways. 
 

5. Innovation & Cost Efficiency Suggestions Program 
The Department created the Innovation & Cost Efficiency Suggestions Program in accordance with Texas 
Government Code §2054.1264. The program provides all TxDOT employees and external stakeholders 
including public citizens the opportunity to provide suggestions.  The Department posts suggestions each 
quarter on the external TxDOT website for public voting. During the spring of 2018, the program was revamped 
to include an implementation component.  A workgroup was created to establish a framework and process that 
would establish a central repository for all employee and external suggestions concerning innovations, cost 
savings, and efficiencies to be considered.  The work group makes recommendations based off district or 
division feedback through Tactical and Executive Steering Committees. The Executive Steering Committee 
decides which suggestions should move forward to implementation. The progress on the related projects will 
be monitored and reported until completion. 
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INDEPENDENT AUDITOR'S REPORT 
 
 
 
Members of the Texas Transportation Commission 
  State of Texas 
 
Report on the Financial Statements  
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the Texas Department of 
Transportation (TxDOT), an agency of the State of Texas (State), as of and for the year ended August 31, 
2018, and the related notes to the financial statements, which collectively comprise TxDOT’s basic financial 
statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of TxDOT, as of August 31, 2018, and the respective 
changes in financial position and, where applicable, cash flows thereof for the year then ended in 
accordance with accounting principles generally accepted in the United States of America.   
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Emphasis of Matters 
 
As discussed in Note 1, the financial statements of TxDOT are intended to present the financial position, 
the changes in financial position and, where applicable, cash flows of only that portion of the governmental 
activities, the business-type activities, each major fund, and the aggregate remaining fund information of 
the State that is attributable to the transactions of TxDOT. They do not purport to, and do not, present fairly 
the financial position of the State as of August 31, 2018, the changes in its financial position, or, where 
applicable, its cash flows for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. Our opinions are not modified with respect to this matter. 
 
As discussed in Note 1 to the financial statements, in June 2015 the GASB issued GASB Statement No. 
75, “Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.” Statement 
75 was effective for the TxDOT’s fiscal year ended August 31, 2018. This Statement replaces the 
requirements of Statement No. 45, “Accounting and Financial Reporting by Employers for Postemployment 
Benefits Other Than Pensions”. Statement 75 establishes standards for measuring and recognizing 
liabilities, deferred outflows of resources, deferred inflows of resources and expenses as well as identified 
the methods and assumptions that should be used to project benefit payments, discount projected benefit 
payments to their actuarial present value, and attribute that present value to periods of employee service. 
Note disclosures and required supplementary information requirements about defined benefit OPEB also 
are addressed. As a result, governmental activities net position was restated by $4,435,191,000 as of 
September 1, 2017, for the cumulative effect of the application of this pronouncement. Our opinions are not 
modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Budgetary Comparison Schedule, Schedules of Net Pension Liability and 
Schedules of Net OPEB Liability on pages 12-17, 96-98, 100-101 and 102-103, respectively, be presented 
to supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by Governmental Accounting Standards Board who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, 
or historical context. We have applied certain limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the information 
for consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the TxDOT’s basic financial statements. The Combining Financial Statements, the Bond 
Schedules and the other information, such as the Introductory section, Schedule 1A, 1B and Schedule 3 
are presented for purposes of additional analysis and are not a required part of the basic financial 
statements. 
 
The Combining Financial Statements and the supplementary Bond Schedules, are the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the Combining Financial Statements, and supplementary Bond Schedules, are 
fairly stated, in all material respects, in relation to the basic financial statements as a whole. 
The Introductory section, Schedule 1A, 1B and Schedule 3 have not been subjected to the auditing 
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procedures applied in the audit of the basic financial statements, and accordingly, we do not express an 
opinion or provide any assurance on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 14, 
2018 on our consideration of the TxDOT’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the TxDOT’s internal control over financial reporting and 
compliance. 

Crowe LLP

Dallas, Texas 
December 14, 2018 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 This section of the Texas Department of Transportation (TxDOT) annual financial statements presents our discussion 
and analysis of TxDOT’s financial performance during the fiscal year ended Aug. 31, 2018. Use this section in conjunction 
with the TxDOT’s basic financial statements. 
 
Overview of Financial Statements 
  
 The financial section of this annual financial report consists of four parts: (1) management’s discussion and analysis 
(MD&A), (2) basic financial statements and related notes, (3) required supplementary information other than MD&A, and (4) 
other supplementary information presenting combining statements. The report also includes TxDOT’s schedule of 
expenditures of federal awards, bond schedules and matrix of expenditures reported by function for governmental funds.  
 
 TxDOT’s financial statements are prepared in conformity with accounting principles generally accepted in the United 
States of America (GAAP) applied to governmental units. The basic financial statements include entity-wide financial 
statements, fund financial statements and notes to financial statements that provide more detailed information to supplement 
the basic financial statements. 
 
Reporting on TxDOT as a Whole 
 
 The entity-wide financial statements are designed to present an overall picture of the financial position of TxDOT. These 
statements consist of the statement of net position and the statement of activities, which are prepared using the economic 
resources measurement focus and the accrual basis of accounting. This means that all the current year’s revenues and 
expenses are included regardless of when cash is received or paid, producing a view of financial position similar to that 
presented by most private sector companies.  
 
 The statement of net position combines and consolidates TxDOT’s current financial resources with capital assets and 
long-term obligations. This statement includes all of TxDOT’s assets and liabilities. Net position is the difference between 
TxDOT’s total assets, and deferred outflows of resources, total liabilities and deferred inflows of resources. Net position 
represents one measure of TxDOT’s financial health.  
 
 The statement of activities focuses on both the gross and net cost of various activities (governmental and business-type); 
these costs are paid by general taxes and other revenues. This statement summarizes the cost of providing (or the subsidy 
provided by) specific government services, and includes all current year revenues and expenses.  
  
 The statement of net position and the statement of activities divide TxDOT’s activities into two types.  
 

• Governmental Activities: TxDOT’s basic services are reported here including the activity of all the governmental 
funds. 
 

• Business-Type Activities: The financial activity associated with the Central Texas Turnpike System (CTTS) and 
Grand Parkway Transportation Corporation (GPTC) is reported here.  

 
Reporting on TxDOT’s Most Significant Funds 
 
 Fund financial statements present financial information with a focus on the most significant funds. Use these statements 
to find more detailed information about TxDOT’s most significant activities. A fund is a separate accounting entity with a 
self-balancing set of accounts. TxDOT uses funds to keep track of sources of funding and spending related to specific 
activities.  
 
Governmental Funds 
 
 A majority of TxDOT’s activities are reported in governmental funds. Reporting of these funds focuses on how money 
flows into and out of the funds, and amounts remaining at year-end for future spending. Governmental funds are accounted 
for using the modified accrual basis of accounting, which measures cash and other assets that can be readily converted to 
cash. The governmental fund statements provide a detailed short-term view of TxDOT’s general governmental operations 
and the basic services it provides. This information should be helpful to determine whether there are more or less resources 
available for TxDOT’s programs. The reconciliation following the fund financial statements explains the differences between 
the government’s activities, reported in the entity-wide statement of net position and entity-wide statement of activities, and 
the governmental funds. The State Highway Fund, Texas Mobility Fund, Proposition 12 Highway Improvement Fund and 
Local Government Political Subdivision Road/Airport Fund are reported as major funds. 
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Proprietary Funds 
 

When TxDOT charges customers for services it provides, these activities are generally reported in proprietary funds. 
Services provided to outside (non-governmental) customers are reported in enterprise funds, a component of proprietary 
funds, and are accounted for using the economic resources measurement focus and the accrual basis of accounting. These are 
the same business-type activities reported in the entity-wide financial statements but are reported here to provide information 
at the fund level. The CTTS and GPTC funds are TxDOT’s only proprietary funds.  
 
Reporting on TxDOT’s Fiduciary Responsibilities 
 
 All fiduciary activities are reported in separate statements of fiduciary net position and schedule of changes in agency 
fund assets and liabilities. The activities are reported separately from other financial activities because TxDOT cannot use 
these assets to finance operations and is holding these funds in a purely custodial capacity.  
 
Financial Analysis of TxDOT as a Whole 
 
Net Position 
 

Assets – TxDOT’s total assets increased by $9.1 billion during the current fiscal year to $125.6 billion. The majority of 
the increase in assets other than capital assets is due to the initial receipt and accrual of $2.5 billion Proposition 7 funding and 
a $650 million increase in Proposition 1 funding. Capital assets increased by $5.7 billion during the current fiscal year. 
Construction in progress and infrastructure accounted for the majority of these additions. See the capital assets section of this 
management’s discussion and analysis for more information on the accounting treatment of capital assets.  
 

Liabilities – TxDOT’s total liabilities increased by $4.9 billion during the current fiscal year to $32.4 billion. The 
majority of this change is due to the recognition of $3.8 billion for TxDOT’s share of the state’s other post-employment 
(OPEB) obligation as a result of implementing GASB statement 75. Other significant fiscal 2018 liability activity included 
GPTC’s issuance of $878.6 million in revenue bonds.  

 
Deferred Inflow – TxDOT’s total deferred inflow of resources increased by $1.6 billion during the current fiscal year to 

$12.5 billion. The increase is due to the implementation of GASB statement 75 for $840.1 million and the recognition related 
to a completed Service Concession Project, net of other activity.  
 

Net Position – Approximately $80.5 billion of the total net position is reported as Net Investment in Capital Assets. 
Although reported net of related debt and deferred inflow of resources, capital assets themselves cannot be used to liquidate 
liabilities.       

Statement of Net Position

      

 2018 2017  2018 2017  2018 2017
     

ASSETS
Assets Other Than Capital Assets $ 10,478,628 $ 8,837,854 $ 5,364,398 $ 3,602,838 $ 15,843,026 $ 12,440,692
Capital Assets 107,193,998 101,415,045 2,596,517 2,648,000 109,790,515 104,063,045
  Total Assets 117,672,626 110,252,899 7,960,915 6,250,838 125,633,541 116,503,737

DEFERRED OUTFLOW OF RESOURCES 678,255 698,415 28,183 30,102 706,438 728,517

LIABILITIES
Current Liabilities 2,922,623 2,990,209 167,203 105,485 3,089,826 3,095,694
Non-current Liabilities 21,692,210 18,450,645 7,612,159 5,925,452 29,304,369 24,376,097
  Total Liabilities 24,614,833 21,440,854 7,779,362 6,030,937 32,394,195 27,471,791

DEFERRED INFLOW OF RESOURCES 12,479,450 10,838,907 0 0 12,479,450 10,838,907

NET POSITION
Net Investment in Capital Assets 79,965,817 76,119,487 557,881 597,067 80,523,698 76,716,554
Restricted 5,551,531 2,665,797 343,966 271,523 5,895,497 2,937,320
Unrestricted (4,260,750) (113,731) (692,111) (618,587) (4,952,861) (732,318)
  Total Net Position $ 81,256,598 $ 78,671,553 $ 209,736 $ 250,003 $ 81,466,334 $ 78,921,556

August 31, 2018 and 2017 (Amounts in Thousands)

Governmental Activities Business-Type Activities Total Primary Government
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 Changes in Net Position 
 

TxDOT earned program revenues of $5.7 billion and general revenues of $6.7 billion, for total revenues of $12.4 billion. 
The expenses of TxDOT were $7.0 billion. As a result of revenues exceeding expenses, the total net position increased to 
$81.5 billion. Revenues and expenses of TxDOT’s governmental and business-type activities are detailed below.  
 

Over time, increases and decreases in the net position measures whether TxDOT’s financial position is improving or 
deteriorating. The net position of governmental activities increased by $2.5 billion, or 3.1 percent, from fiscal 2017, primarily 
due to the receipt and accrual of additional tax revenues related to Proposition 1 and Proposition 7 funding.  
 

In fiscal 2018 the net position of business-type activities, which includes CTTS and GPTC, decreased by a total of $40.3 
million, or 16.1 percent from fiscal 2017.  
 

• CTTS had an increase in the net position of $23.1 million, or 7.0 percent. The majority of the increase is attributable 
to a one-time transfer of $22.7 million from the state highway fund of fees and interest previously accumulated in 
the state highway fund. In addition, CTTS toll revenues (net of allowance) increased by $12.3 million or 6.7 percent 
over fiscal 2017 due to increases in toll transactions.  
 

• GPTC had a decrease in the net position of $63.4 million, or 79.1 percent. The decrease is primarily caused by the 
recognition of amortization expense and interest expense in excess of operating revenues. Operating revenues 
increased by $17.0 million, or 10.7 percent, due to an increase in traffic and a two percent toll rate increase that 
became effective on Jan. 1, 2018.   

Changes in Net Position
For the Fiscal Years Ended August 31, 2018 and 2017 (Amounts in Thousands)

2018 2017  2018 2017  2018 2017
REVENUES
Program Revenues:
  Charges for Services $ 1,277,188 $ 1,114,190 $ 396,693 $ 359,149 $ 1,673,881 $ 1,473,339
  Operating Grants and Contributions 3,972,285 3,835,286 23,169 13,858 3,995,454 3,849,144
  Capital Grants and Contributions 61,896 49,542 0 0 61,896 49,542
    Total Program Revenues 5,311,369 4,999,018 419,862 373,007 5,731,231 5,372,025

General Revenues:
  Appropriations 999 268,868 0 0 999 268,868
  Taxes 6,589,363 3,446,772 0 0 6,589,363 3,446,772
  Unrestricted Investment Earnings 98,852 77,318 0 98,852 77,318
  Settlement of Claims 21,133 28,215 5,166 0 26,299 28,215
  Other General Revenues 3,385 9,071 0 0 3,385 9,071
    Total General Revenues 6,713,732 3,830,244 5,166 0 6,718,898 3,830,244
Total Revenues 12,025,101 8,829,262 425,028 373,007 12,450,129 # 9,202,269

EXPENSES
  Transportation 6,475,125 6,135,429 491,228 451,780 6,966,353 6,587,209
    Total Expenses 6,475,125 6,135,429 491,228 451,780 6,966,353 6,587,209

    Excess (Deficiency) Before Special
    Items and Transfers 5,549,976 2,693,833 (66,200) (78,773) 5,483,776 2,615,060

Transfers - Internal Activities (25,933) (5,191) 25,933 5,191 0 0
Transfers-Other State Agencies 1,496,193 1,398,918 0 0 1,496,193 1,398,918
Change in Net Position 7,020,236 4,087,560 (40,267) (73,582) 6,979,969 4,013,978

Net Position, September 1, 2017 78,671,553 74,583,993 250,003 323,585 78,921,556 74,907,578
Restatements (4,435,191) 0 0 0 (4,435,191)
Net Position, September 1, 2017, 
as Restated 74,236,362 74,583,993 250,003 323,585 74,486,365 74,907,578

Net Position, August 31,  2018 $ 81,256,598 $ 78,671,553 $ 209,736 $ 250,003 $ 81,466,334 $ 78,921,556

Governmental Activities Business-Type Activities Total Primary Government
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Revenues by Source: Business-Type Activities
For the Fiscal Year Ended August 31, 2018

Charges for Services 93.3%

Other General Revenues 6.7%

 
Financial Analysis of TxDOT’s Funds 
 
 TxDOT’s governmental funds reported a combined ending fund balance, as of Aug. 31, 2018, of $7.1 billion. 
Expenditures exceeded revenues by $357.9 million.  Not all expenditure activity is supported by revenues. Some project 
expenditures are funded by bond proceeds.  
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Capital Assets and Debt Administration 
 
Capital Assets 
 
 As of Aug. 31, 2018, TxDOT had $109.8 billion in net capital assets, including roads, bridges, buildings, land, 
equipment and intangible capital assets.  

Capital Assets - Net of Depreciation and Amortization
August 31, 2018 and 2017 (Amounts in Thousands)

2018 2017 2018 2017 2018 2017
Land and Land Improvements $ 13,712,660 $ 12,937,927 $ 668,798 $ 668,771 $ 14,381,458 $ 13,606,698
Infrastructure - Depreciable 74,896,804 71,088,892 1,895,815 1,947,170 76,792,619 73,036,062
Construction in Progress 17,885,102 16,679,638 8,557 8,351 17,893,659 16,687,989
Buildings and Building Improvements 258,988 251,806 3,881 4,242 262,869 256,048
Furniture and Equipment 63,348 62,179 0 0 63,348 62,179
Vehicles, Boats and Aircraft 328,181 338,911 0 0 328,181 338,911
Other Capital Assets 6,367 4,546 0 0 6,367 4,546
Land Use Rights - Permanent 25,440 24,819 19,466 19,466 44,906 44,285
Land Use Rights - Term 1,000 2,492 0 0 1,000 2,492
Computer Software 16,108 23,835 0 0 16,108 23,835
Total Capital Assets $ 107,193,998 $ 101,415,045 $ 2,596,517 $ 2,648,000 $ 109,790,515 $ 104,063,045

Governmental Activities Business-Type Activities Total Primary Government

 
 
       TxDOT uses the composite approach for reporting the state’s infrastructure and bridges. The composite approach is a 
method for calculating depreciation of a grouping of dissimilar assets of the same class (all the roads and bridges of the state) 
using the same depreciation rate. The composite depreciation rate for 2018 is 2.5 percent based on a 40 year weighted 
average life expectancy of the assets in service. 

  To ensure future availability of essential services and to finance capital improvements, TxDOT made commitments for 
construction contracts, comprehensive development agreements and pass-through toll agreements totaling an estimated $23.7 
billion. These commitments extend beyond the end of the fiscal year and represent future costs to TxDOT. Note 2 provides 
detail about TxDOT’s capital assets activity and Note 15 details TxDOT’s significant commitments related to future capital 
expenditures.  

Debt Administration 
 
 The Commission, on behalf of TxDOT, has issued both general obligation bonds and revenue bonds. Each series of 
revenue bonds is backed by pledged revenues and restricted assets specified in the bond resolutions. Note 5 discloses details 
on TxDOT’s long-term liabilities and Note 6 provides detail information on TxDOT’s bonded indebtedness. 
 

Outstanding Bonded Debt 
As of August 31, 2018 (Amount in Thousands)

2018 2017 2018 2017

  General Obligation Bonds Payable $ 10,971,358   $ 11,247,275   $ $
  Revenue Bonds Payable 4,470,180     4,732,778     6,106,955     5,088,789     
     Total Bonds Payable $ 15,441,538   $ 15,980,053   $ 6,106,955     $ 5,088,789     

Governmental Activities Business-Type Activities
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Bond Credit Ratings  

Long-Term Credit Ratings as of August 31, 2018

Governmental Activities Fitch Moody’s
Standard & 

Poor’s
  General Obligation Bonds AAA Aaa AAA
  Revenue Bonds n/a Aaa AAA

Business-Type Activities
Revenue Bonds
  CTTS 2002-A, 2012-A, 2015-A,B A- A3 A-
  CTTS 2015-C BBB Baa1 BBB+

  GPTC 2013-A A- n/a BBB
  GPTC 2013-B,E, 2018-A,B AA n/a AA+
  GPTC BAN 2018 A- n/a BBB

 

Short-term ratings are usually reliant upon the supporting liquidity facility and its strength. The following variable rate 
demand bonds carried short-term credit ratings as of Aug. 31, 2018. 

Short-Term Credit Ratings as of August 31, 2018

Governmental Activities Fitch Moody’s
Standard & 

Poor’s
General Obligation Bonds: 
  TMF Series 2006-B Variable Rate Interest Bonds F1+ VMIG 1 n/a
Revenue Bonds:
  SHF Series 2014-B1 Variable Rate Interest Bonds n/a VMIG 1 A-1

 

An explanation of the significance of such ratings may be obtained from the company furnishing the rating.  The ratings 
reflect only the respective views of such organizations and the Commission makes no representation as to the appropriateness 
of the ratings.  There is no assurance that such ratings will continue for any given period of time or that they will not be 
revised downward or withdrawn entirely by any or all of such rating companies, if in the judgment of any or all companies, 
circumstances so warrant.  Any such downward revision or withdrawal of such ratings may have an adverse effect on the 
market price of the bonds. 

Contacting TxDOT’s Financial Management 

This financial report is designed to provide a general overview of the TxDOT’s finances. Questions concerning any of 
the information provided in this report or requests for additional financial information should be addressed to the TxDOT 
Financial Management Division at the following address: 

 
Texas Department of Transportation 
Financial Management Division – Accounting Section  
125 East 11th Street 
Austin, Texas  78701-2483 
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Texas Department of Transportation
Statement of Net Position
August 31, 2018 (Amounts in Thousands)

Primary Government
Governmental 

Activities
Business-Type 

Activities Total
ASSETS

Current Assets:
Cash and Cash Equivalents $ 5,384,301 $ 386,988 $ 5,771,289
Short-Term Investments 0 169,230 169,230
Restricted:

Cash and Cash Equivalents 19,248 1,326,175 1,345,423
Short-Term Investments 4,966 880,548 885,514

Legislative Appropriations 5,314 0 5,314
Due from Other Agencies (Note 11) 3,171,988 0 3,171,988
Receivable:

Taxes 232,549 0 232,549
Federal 535,557 0 535,557
Interest and Dividends 6,784 2,723 9,507
Accounts Receivable 40,570 33,626 74,196
Other Intergovernmental 180,778 0 180,778

Loans and Contracts (Note 4) 11,966 0 11,966
Consumable Inventory 145,882 1,561 147,443

Total Current Assets 9,739,903 2,800,851 12,540,754

Noncurrent Assets:
Restricted:

Investments 0 114,999 114,999
Loans and Contracts (Note 4) 738,725 0 738,725
Investments 0 69,647 69,647
Intangible Assets (Note 20) 0 2,378,901 2,378,901
Capital Assets:

Non-Depreciable Capital Assets (Note 2) 31,623,203 696,822 32,320,025
Depreciable Capital Assets, Net (Note 2) 75,570,795 1,899,695 77,470,490

Total Noncurrent Assets 107,932,723 5,160,064 113,092,787

Total Assets 117,672,626 7,960,915 125,633,541

DEFERRED OUTFLOWS OF RESOURCES
Loss on Bond Refunding (Note 21) 159,457 28,183 187,640
Pensions (Note 8, 21) 411,624 0 411,624
Other Postemployment Benefits (Note 10, 21) 107,174 0 107,174

Total Deferred Outflows of Resources 678,255 28,183 706,438
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Texas Department of Transportation
Statement of Net Position
August 31, 2018 (Amounts in Thousands)

Primary Government
Governmental 

Activities
Business-Type 

Activities Total
LIABILITIES

Current Liabilities:
Payables:

Accounts 1,117,857 46,944 1,164,801
Payroll 80,289 0 80,289
Interest 278,417 60,614 339,031
Contract Retainage 4,500 2,089 6,589

Internal Balances (Note 11) (10,269) 10,269 0
Due to Other Agencies (Note 11) 1,547 0 1,547
Unearned Revenues 548,840 0 548,840
Employees' Compensable Leave (Note 5) 73,162 0 73,162
Notes and Loans Payable (Note 5) 246,126 10,532 256,658
General Obligation Bonds Payable (Note 5) 287,947 0 287,947
Revenue Bonds Payable (Note 5) 268,420 36,755 305,175
Pollution Remediation Obligation (Note 5) 6,508 0 6,508
Net OPEB Liability (Note 10) 19,279 0 19,279

Total Current Liabilities 2,922,623 167,203 3,089,826

Noncurrent Liabilities:
Employees' Compensable Leave (Note 5) 28,322 0 28,322
Notes and Loans Payable (Note 5) 1,009,924 1,541,959 2,551,883
General Obligation Bonds Payable (Note 5) 10,683,411 0 10,683,411
Revenue Bonds Payable (Note 5) 4,201,760 6,070,200 10,271,960
Pollution Remediation Obligation (Note 5) 132 0 132
Net Pension Liability (Note 8) 1,988,386 0 1,988,386
Net OPEB Liability (Note 10) 3,780,275 0 3,780,275

Total Noncurrent Liabilities 21,692,210 7,612,159 29,304,369

Total Liabilities 24,614,833 7,779,362 32,394,195

DEFERRED INFLOWS OF RESOURCES
Service Concession Arrangements (Note 20) 11,561,680 0 11,561,680
Gain on Bond Refunding (Note 21) 3,362 0 3,362
Pensions (Note 8, 21) 74,308 0 74,308
Other Postemployment Benefits (Note 10, 21) 840,100 0 840,100

Total Deferred Inflows of Resources 12,479,450 0 12,479,450

NET POSITION
Net Investment in Capital Assets 79,965,817 557,881 80,523,698
Restricted for:

Capital Projects 4,744,605 0 4,744,605
Debt Service 798,662 157,036 955,698
Operations and Maintenance 8,264 186,930 195,194

Unrestricted (4,260,750) (692,111) (4,952,861)

Total Net Position $ 81,256,598 $ 209,736 81,466,334

The accompanying notes to the financial statements are an integral part of this financial statement.  

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Statement of Activities
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands) 

Functions Expenses
Charges for 

Services

Operating
Grants and

Contributions

Capital
Grants and

Contributions
Primary Government
    Governmental Activties:
         Transportation $ 6,475,125 $ 1,277,188 $ 3,972,285 $ 61,896
              Total Governmental Activities 6,475,125 1,277,188 3,972,285 61,896
    Business-Type Activities:
         Transportation 491,228 396,693 23,169
              Total Business-Type Activities 491,228 396,693 23,169 0
Total Primary Government $ 6,966,353 $ 1,673,881 $ 3,995,454 $ 61,896

General Revenues:
   Original Appropriation
   Additional Appropriation
   Lapsed Appropriation
   Motor Fuel Tax
   Lubricant Sales Tax
   Oil and Natural Gas Production Tax
   Unrestricted Investment Earnings
   Settlement of Claims
   Other Revenues
Transfers – Internal Activities (Note 11)
Transfers – Other State Agencies
   Total General Revenues and Transfers
      Changes in Net Position

Net Position, September 1, 2017
Restatements (Note 14)
Net Position, September 1, 2017, As Restated

Net Position, August 31, 2018

The accompanying notes to the financial statements are an integral part of the financial statement.

PROGRAM REVENUES
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Governmental 
Activities

Business-
Type

Activties Total

$ (1,163,756) $ $ (1,163,756)
(1,163,756) 0 (1,163,756)

(71,366) (71,366)
0 (71,366) (71,366)

(1,163,756) (71,366) (1,235,122)

1,208 1,208
290 290

(499) (499)
2,662,680 2,662,680
2,542,568 2,542,568
1,384,115 1,384,115

98,852 0 98,852
21,133 5,166 26,299
3,385 3,385

(25,933) 25,933 0
1,496,193 1,496,193
8,183,992 31,099 8,215,091
7,020,236 (40,267) 6,979,969

78,671,553 250,003 78,921,556
(4,435,191) (4,435,191)
74,236,362 250,003 74,486,365

$ 81,256,598 $ 209,736 $ 81,466,334

NET (EXPENSE) REVENUE 
AND CHANGES IN NET POSITION

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Balance Sheet - Governmental Funds
August 31, 2018 (Amounts in Thousands)

State 
Highway

Fund

Texas 
Mobility 

Fund

Proposition 12 
Highway

Improvement
Project Fund

Local
Government

Political
Subdivision

Road/Airport 
Account

Nonmajor
 Funds Total

ASSETS
Cash and Cash Equivalents:

Cash on Hand $ 77 $ 0 $ 0 $ 0 $ 0 $ 77
Cash in Bank 8,837 0 0 0 0 8,837
Cash in State Treasury 3,653,801 568,275 438,600 479,226 235,485 5,375,387

Legislative Appropriations 0 0 0 0 5,314 5,314
Receivables:

Taxes 232,549 0 0 0 0 232,549
Federal 535,557 0 0 0 0 535,557
Other Intergovernmental 180,778 0 0 0 0 180,778
Interest and Dividends 6,784 0 0 0 0 6,784
Accounts Receivable 40,570 0 0 0 0 40,570

Due from Other Funds (Note 11) 15,957 0 0 4,400 0 20,357
Due from Other Agencies  (Note 11) 3,171,988 0 0 0 0 3,171,988
Consumable Inventories 145,882 0 0 0 0 145,882
Loans and Contracts  (Note 4) 750,625 0 0 0 66 750,691
Restricted:

Cash Equivalents 19,248 0 0 0 0 19,248
Short-Term Investments 4,966 0 0 0 0 4,966

Total Assets $ 8,767,619 $ 568,275 $ 438,600 $ 483,626 $ 240,865 $ 10,498,985

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:
Payables:

Accounts 1,050,690 20,752 40,194 0 6,221 1,117,857
Payroll 80,174 0 0 0 115 80,289
Contract Retainage 4,500 0 0 0 0 4,500

Due to Other Funds  (Note 11) 0 0 0 0 10,088 10,088
Due to Other Agencies  (Note 11) 1,547 0 0 0 0 1,547
Unearned Revenues 61,293 1,817 0 483,626 2,104 548,840

Total Liabilities 1,198,204 22,569 40,194 483,626 18,528 1,763,121

Deferred Inflows of Resources:
Unavailable Revenue (Note 21) 1,605,920 0 0 0 0 1,605,920

 Total Deferred Inflows of Resources 1,605,920 0 0 0 0 1,605,920

Fund Balances:
Nonspendable  (Note 13) 145,882 0 0 0 23 145,905
Restricted (Note 13) 3,709,928 545,706 398,406 0 206,939 4,860,979
Committed (Note 13) 787,550 0 0 0 10,155 797,705
Assigned (Note 13) 1,320,135 0 0 0 116 1,320,251
Unassigned (Note 13) 0 0 0 0 5,104 5,104

Total Fund Balances 5,963,495 545,706 398,406 0 222,337 7,129,944

$ 8,767,619 $ 568,275 $ 438,600 $ 483,626 $ 240,865 $ 10,498,985

The accompanying notes to the financial statements are an integral part of this financial statement.

Total Liabilities, Deferred Inflows of Resources, 
and Fund Balances
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Texas Department of Transportation
Reconciliation of the Governmental Funds Balance Sheet to 
the Statement of Net Position
August 31, 2018 (Amounts in Thousands)

Total Fund Balance - Governmental Funds 7,129,944$       

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets less accumulated depreciation and amortization are included in the
Statement of Net Position (Note 2). 

Capital Assets - Non-Depreciable or Non-Amortizable 31,623,203$     
Capital Assets - Depreciable or Amortizable, Net 75,570,795       

107,193,998     

Deferred inflows of resources were reported in the funds related to revenues that were 
not available soon enough after year-end to pay current year's expenditures (Note 21). 1,605,920         

(12,479,450)      

678,255            

Long-term liabilities applicable to TxDOT's governmental activities are
not due and payable in the current period and accordingly are not reported in
the funds. These liabilities, however, are included in the Statement 
of Net Position. (Note 5, 8, 10)

Employees' Compensable Leave (101,484)           
Notes and Loans Payable** (1,256,050)        
General Obligation Bonds Payable (10,971,358)      
Revenue Bonds Payable (4,470,180)        
Pollution Remediation Obligations (6,640)               
Net Pension Liability (1,988,386)        
Net OPEB Liabilities (3,799,554)        

(22,593,652)      *
* Current portion $901,442 and noncurrent portion $21,692,210
**Pass-Through Tolls Payable $939,088, Contracts Payable $22,658 and
    TIFIA Loan Payable $294,304

Interest payable applicable to TxDOT's governmental activities is not due

and payable in the current period and accordingly is not reported in the funds.
These liabilities, however, are included in the Statement of Net Position. (278,417)           

Net Position of Governmental Activities 81,256,598$     

Deferred inflows of resources were reported in the Statement of Net Position to reflect the 
unamortized up-front payments received and capital improvements under Service Concession 
Arrangements, gain on bond refundings, and impact of pension and other postemployment benefit 
adjustments (Note 21).

Deferred outflows of resources were reported in the Statement of Net Position to reflect the loss on 
bond refundings and impact of pension and other postemployment benefits. (Note 21)

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

State 
Highway Fund 

Texas Mobility 
Fund

Proposition 12 
Highway 

Improvement 
Project Fund

Local 
Government 

Political 
Subdivision 

Road/Airport 
Account

Nonmajor 
Funds Total

REVENUES
Legislative Appropriations:
    Original Appropriatons $ 0 $ 0 $ 0 $ 0 $ 1,208 $ 1,208
    Additional Appropriations 0 0 0 0 290 290
Taxes 5,976,202 0 0 0 0 5,976,202
Federal Revenues 3,844,009 21,756 0 0 25,239 3,891,004
Federal Pass-Through Revenues 13,008 0 0 0 0 13,008
Licenses, Fees and Permits 68,570 455,258 0 0 0 523,828
Interest & Investment Income 74,263 12,763 9,778 0 2,165 98,969
Land Income 23,128 0 0 0 0 23,128
Settlement of Claims 21,133 0 0 0 0 21,133
Sales of Goods and Services 133,048 0 0 307,929 394 441,371
Other Revenues 3,516 70 0 0 0 3,586

Total Revenues 10,156,877 489,847 9,778 307,929 29,296 10,993,727

EXPENDITURES
Transportation 3,673,402 29 0 0 22,788 3,696,219
Capital Outlay 5,660,605 496,845 286,090 0 6,443,540
Debt Service:

Principal on State Bonds 127,920 68,410 0 0 215,675 412,005
Principal on Pass-Through Tolls 110,843 0 0 0 0 110,843
Interest on State Bonds 192,519 288,986 0 0 206,227 687,732
Other Financing Fees 1,035 252 0 0 0 1,287

Total Expenditures 9,766,324 854,522 286,090 0 444,690 11,351,626

Excess (Deficiency) of Revenues 
   Over (Under) Expenditures 390,553 (364,675) (276,312) 307,929 (415,394) (357,899)

OTHER FINANCING SOURCES (USES)
Transfers In (Note 11) 1,953,358 151,424 0 0 403,750 2,508,532
Transfers Out (Note 11) (571,190) (151,424) 0 (307,929) (4,879) (1,035,422)
Sale of Capital Assets 5,454 0 0 0 3,369 8,823
Appropriations Lapsed 0 0 0 0 (499) (499)

Total Other Financing Sources (Uses) 1,387,622 0 0 (307,929) 401,741 1,481,434

Net Change in Fund Balances 1,778,175 (364,675) (276,312) 0 (13,653) 1,123,535

Fund Balances, September 1, 2017 4,185,320 910,381 674,718 0 235,990 6,006,409

Fund Balances, August 31, 2018 $ 5,963,495 $ 545,706 $ 398,406 $ 0 $ 222,337 $ 7,129,944

The accompanying notes to the financial statements are an integral part of this financial statement.  
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Texas Department of Transportation
Reconciliation of the Governmental Funds Statement of Revenues, 
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

Net Change in Fund Balances 1,123,535$  

Governmental funds report capital outlays as expenditures. In the Statement of 
Activities, however, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. The amount by which capital 
outlay exceeds depreciation in the current period is:

Capital Outlay 6,443,540$  
Depreciation and Amortization Expense (Note 2) (1,916,044)  

4,527,496    
The effect of various miscellaneous transactions involving capital assets
is an increase to net position.

Donations of Capital Assets 61,896         
Loss on Sale of Capital Assets (1,642)         
Sale of Capital Assets (8,823)         
Interagency Transfers of Capital Assets (2,850)         

48,581         
Revenues that do not provide current financial resources
are not reported in the governmental funds, but are reported 
in the Statement of Activities.

Concession Revenues 286,541       
Federal Revenue 67,955         
Local Revenue 2,321           
Oil & Natural Gas Production Tax Revenue 649,697       
Motor Fuel Tax Revenue (36,536)       

969,978       
Bond proceeds provide current financial resources to governmental funds,
but increase long-term liabilities in the Statement of Net Position.
Repayment of long-term debt consumes current financial resources and is an
expenditure in the governmental funds, but reduces long-term liabilities
in the Statement of Net Position.

Repayment of Bond and Note Principal 522,848       
Net Change in Pollution Remediation Obligation (765)            
Net Change in Employees' Compensable Leave (7,442)         

514,641       
Some expenses reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds.

Interest and Amortization Expense 103,573       
Financing Fees (15,656)       
Payroll Related Costs (251,912)     

(163,995)     
Change in Net Position of Governmental Activities 7,020,236$  

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Statement of Net Position - Proprietary Funds
August 31, 2018 (Amounts in Thousands)

Business-Type Activities - Enterprise Funds

Central Texas 
Turnpike 

System

Grand Parkway 
Transportation 

Corporation Totals
ASSETS

Current Assets:
Cash and Cash Equivalents: 

Cash in Transit $ 37,970 $ $ 37,970
               Cash and Cash Equivalents 239,780 109,238 349,018

Short-Term Investments 114,554 54,676 169,230
Restricted:

               Cash and Cash Equivalents 43,775 1,282,400 1,326,175
Short-Term Investments 146,797 733,751 880,548

Receivables:
Accounts Receivable 17,485 16,141 33,626
Interest and Dividends  818 1,905 2,723

Consumable Inventory 1,332 229 1,561
Total Current Assets 602,511 2,198,340 2,800,851

Noncurrent Assets:
Restricted:

Investments 114,999 114,999
Investments 69,647 69,647
Intangible Assets (Note 20) 2,378,901 2,378,901
Capital Assets:

Non-Depreciable Capital Assets (Note 2) 696,822 696,822
Depreciable Capital Assets, Net (Note 2) 1,899,695 1,899,695

Total Noncurrent Assets 2,711,516 2,448,548 5,160,064
Total Assets 3,314,027 4,646,888 7,960,915

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources

Loss on Bond Refunding (Note 21) 28,183 28,183
Total Deferred Outflows of Resources 28,183 0 28,183

 
Page 28

______________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation



Texas Department of Transportation
Statement of Net Position - Proprietary Funds
August 31, 2018 (Amounts in Thousands)

Business-Type Activities - Enterprise Funds

Central Texas 
Turnpike 

System

Grand Parkway 
Transportation 

Corporation Totals

LIABILITIES
Current Liabilities:

Payables:
Accounts 6,961 39,983 46,944
Interest 4,460 56,154 60,614
Contract Retainage 2,089 2,089

Due to Other Funds (Note 11) 3,684 6,585 10,269
Notes and Loans Payable (Notes 5) 10,532 10,532
Revenue Bonds Payable (Notes 5, 6) 32,532 4,223 36,755

Total Current Liabilities 47,637 119,566 167,203

Noncurrent Liabilities:
Notes and Loans Payable (Note 5) 1,541,959 1,541,959
Revenue Bonds Payable (Notes 5, 6) 2,941,335 3,128,865 6,070,200

Total Noncurrent Liabilities 2,941,335 4,670,824 7,612,159
Total Liabilities 2,988,972 4,790,390 7,779,362

NET POSITION
Net Investment in Capital Assets 557,881 557,881
Restricted for:

Debt Service 123,247 33,789 157,036
Operations and Maintenance 124,923 62,007 186,930

Unrestricted (452,813) (239,298) (692,111)
Total Net Position $ 353,238 $ (143,502) $ 209,736

The accompanying notes to the financial statements are an integral part of this financial statement.

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Statement of Revenues, Expenses and Changes in Net Position - Proprietary Funds
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

 Central Texas 
Turnpike 
System 

 Grand Parkway 
Transportation 

Corporation  Totals 
OPERATING REVENUES 

Toll Revenue - Pledged $ 235,904 $ 174,399 $ 410,303
Discounts and Allowances (38,358) (2,768) (41,126)

Fee Revenue - Pledged 23,911 3,592 27,503
Total Operating Revenues 221,457 175,223 396,680

OPERATING EXPENSES
Salaries 1,807 1,747 3,554
Professional Fees and Services 4,095 2,403 6,498
Travel 7 5 12
Materials and Supplies 1,820 341 2,161
Communication and Utilities 787 187 974
Repairs and Maintenance 14,813 7,474 22,287
Rentals and Leases 5 4 9
Contracted Services 25,029 12,306 37,335
Advertising 1,437 108 1,545
Depreciation and Amortization 54,472 64,125 118,597
Other Operating Expenses 6,894 11,921 18,815

Total Operating Expenses 111,166 100,621 211,787

Operating Income 110,291 74,602 184,893

NONOPERATING REVENUES (EXPENSES)
Lease Revenue 13 13
Interest and Investment Income 14,982 8,077 23,059
Settlement of Claims Revenue 166 5,000 5,166
Net Increase in Fair Value of Investments 110 110
Amortization 12,167 (330) 11,837
Interest Expense (140,420) (141,554) (281,974)
Bond Issuance Expenses (9,213) (9,213)
Other Financing Fees (34) (57) (91)

Total Nonoperating Revenues (Expenses) (113,126) (137,967) (251,093)
(Loss) before Transfers (2,835) (63,365) (66,200)

TRANSFERS
Transfers In (Note 11) 25,933 25,933

Total Transfers 25,933 0 25,933
Change in Net Position 23,098 (63,365) (40,267)

Net Position, September 1, 2017 330,140 (80,137) 250,003

Net Position, August 31, 2018 $ 353,238 $ (143,502) $ 209,736

The accompanying notes to the financial statements are an integral part of this financial statement.

Business-Type Activities - Enterprise Funds
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Texas Department of Transportation
Statement of Cash Flows - Proprietary Funds
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

 Central Texas 
Turnpike System 

 Grand Parkway 
Transportation 

Corporation  Totals 
Cash Flows from Operating Activities

Proceeds from Customers $ 221,270 $ 192,798 $ 414,068
Proceeds from Settlement of Claims 5,000 5,000
Payments to Local Entity (686) (686)
Payments for Interfund Services Used (38,445) (38,445)
Payments to Suppliers for Goods and Services (55,865) (71) (55,936)

Net Cash Provided by Operating Activities 165,405 158,596 324,001

Cash Flows from Non-Capital Financing Activities 
Proceeds from Transfers from Other Funds 22,744 22,744
Proceeds from Issuing Bonds 993,161 993,161
Proceeds from Issuing BANs 666,840 666,840
Payments for Debt Interest (89,755) (89,755)
Payments for Costs of Debt Issuance (3,938) (3,938)
Payments for Interfund Services Used (1,035) (1,035)
Payments for Intangible Assets (67,383) (67,383)

Net Cash Provided by Non-Capital Financing Activities 22,744 1,497,890 1,520,634

Cash Flows from Capital and Related Financing Activities
Proceeds from Lease Revenue 13 13
Payments for Principal on Debt (14,225) (14,225)
Payments of Interest on Debt (107,051) (107,051)
Payments for Interfund Services Used for Other Financing Fees (34) (34)

Net Cash (Used) by Capital and Related Financing Activities (121,297) 0 (121,297)

Cash Flows from Investing Activities
Proceeds from Interest and Investment Income 12,983 14,058 27,041
Proceeds from Sales and Maturities of Investments 333,197 283,614 616,811
Proceeds from Settlements 165 165
Payments to Acquire Investments (491,158) (1,018,829) (1,509,987)
Payments for Accrued Interest on Purchase of Investment (1,580) (1,580)

Net Cash (Used) by Investing Activities (144,813) (722,737) (867,550)

Net Increase (Decrease) in Cash and Cash Equivalents (77,961) 933,749 855,788

Cash and Cash Equivalents - September 1, 2017 399,486 457,889 857,375

Cash and Cash Equivalents – August 31, 2018 $ 321,525 $ 1,391,638 $ 1,713,163

Concluded on the following page

Business-Type Activities - Enterprise Funds
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Texas Department of Transportation
Statement of Cash Flows - Proprietary Funds (continued)
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

Business-Type Activities - Enterprise Funds

 Central Texas 
Turnpike System 

 Grand Parkway 
Transportation 

Corporation  Totals 

Operating Income $ 110,291 $ 74,602 $ 184,893

Depreciation and Amortizaton 54,472 64,125 118,597
Classification Differences 5,000 5,000
Other non-cash operating costs 200 200
Changes in Assets and Liabilities:
     (Increase) Decrease in Receivables (188) 17,574 17,386
     (Increase) Decrease in Inventories 76 (7) 69
     Increase (Decrease) in Payables 554 (2,401) (1,847)
     (Decrease) in Deposits (686) (686)
     Increase in Due to Other Funds 389 389

Total Adjustments 55,114 83,994 139,108
Net Cash Provided by Operating Activities $ 165,405 $ 158,596 $ 324,001

Non-Cash Transactions
Transfer in of capital assets from other Fund $ 2,990 $ 1,894 $ 4,884
Amortization of Investment Premium/Discount $ 1,447 $ 110 $ 1,557

The accompanying notes to the financial statements are an integral part of this financial statement.

Reconciliation of Operating Income to Net Cash Provided by 
Operating Activities:

Adjustments to Reconcile Operating Income to Net Cash Provided by 
Operating Activities:
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Texas Department of Transportation
Statement of Fiduciary Net Position
August 31, 2018 (Amounts in Thousands)

AGENCY
FUNDS

ASSETS
Cash and Cash Equivalents:

Cash on Hand $ 12
Cash in Bank 987
Cash in State Treasury 446
Cash Equivalents 25,197
Short-Term Investments 21,839

Total Assets $ 48,481

LIABILITIES
Liabilities:

Funds Held for Others 48,481
Total Liabilities $ 48,481

The accompanying notes to the financial statements are an integral part of this financial statement.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Reporting Entity 
  
 The accompanying financial statements reflect the financial position of the Texas Department of Transportation 
(TxDOT). TxDOT is an agency of the state of Texas and is charged with developing and maintaining a statewide multimodal 
transportation network and other transportation related duties.  The Texas Transportation Commission (the Commission), the 
governing body of TxDOT, has the authority to commit TxDOT to various legal agreements. 
  

The financial activities of TxDOT, which consist of both governmental and proprietary activities, are reported under the 
transportation function in the state of Texas’ Comprehensive Annual Financial Report (CAFR).  
  

The Commission is authorized by Transportation Code Chapter 431 to create Texas transportation corporations to 
perform functions normally undertaken by TxDOT. As of fiscal 2018, two transportation corporations, the Texas Private 
Activity Bond Surface Transportation Corporation (TxPABST) and the Grand Parkway Transportation Corporation (GPTC), 
are reported as blended component units because TxDOT exercises sufficient authority over the assets, operations and 
management of such entities to warrant their inclusion. Even though Texas transportation corporations are a part of the 
TxDOT reporting entity, the state is not liable for debts of these corporations, nor entitled to the assets of these corporations.  
 
Basis of Presentation 
 
 The accompanying financial statements were prepared in conformance with generally accepted accounting principles 
(GAAP) as prescribed by the Governmental Accounting Standards Board (GASB). Financial reporting for TxDOT is based 
on all GASB pronouncements. The data in this report is combined and consolidated by the Texas Comptroller’s Office with 
similar data from other state agencies and universities in the preparation of the state of Texas Comprehensive Annual 
Financial Report (CAFR). 
 
GASB Statements Effective for Fiscal Year 2018 

In fiscal 2018 TxDOT adopted the following new GASB pronouncements:  

• GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. 
This statement replaces the Statement No. 45, Accounting and Financial Reporting by Employers for 
Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers 
and Agent Multiple-Employer Plans, for OPEB. This statement establishes standards for recognizing and measuring 
OPEB liabilities, deferred outflows of resources, deferred inflows of resources, and expense/expenditures. For 
defined benefit OPEB, this statement identifies the methods and assumptions that are required to be used to project 
benefit payments, discount projected benefit payments to their actuarial present value, and attribute that present 
value to periods of employee service. Note disclosure and required supplementary information requirements about 
defined benefit OPEB also are addressed. The Statement details the recognition and disclosure requirements for 
employers with payables to defined benefit OPEB plans that are administered through trusts that meet the specified  

       criteria and for employers whose employees are provided with defined contribution OPEB. 
 
• GASB Statement No. 81, Irrevocable Split-Interest Agreements. This statement establishes accounting and financial 

reporting standards for irrevocable split-interest agreements created through trusts, in which a government is a 
beneficiary of the agreement. This Statement requires that a government that receives resources pursuant to an 
irrevocable split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. The statement requires that a government recognize revenue when the resources become applicable 
to the reporting period. 
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• GASB No. 85, Omnibus 2017. This statement establishes accounting and financial reporting requirements to address 
practice issues identified in certain GASB statements. The topics include issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits including pensions and other 
postemployment benefits. 

 
• GASB 86, Certain Debt Extinguishment Issues. This statement establishes accounting and financial reporting 

requirements for in-substance defeasance of debt using existing resources other than the proceeds of refunding debt. 
The statement establishes essentially the same requirements as the GASB statement No. 7, Advance Refundings 
Resulting in Defeasance of Debt, for a government places cash and other monetary assets acquired with only 
existing resources. This statement also addresses that for financial statements using the economic resources 
measurement focus, governments should recognize any difference between the reacquisition price (the amount 
required to be placed in the trust) and the net carrying amount of the debt defeased in substance using only existing 
resources as a separately identified gain or loss in the period of the defeasance. 

 
Financial Reporting Structure 
 
 The basic financial statements include government-wide financial statements and fund financial statements. The 
reporting model based on GASB Statement No. 34, Basic Financial Statements – and Management’s Discussion and 
Analysis – for State and Local Governments focuses on TxDOT as a whole in the government-wide financial statements and 
major individual funds in the fund financial statements. 
  
Government-wide Financial Statements 
 
 The government-wide financial statements (statement of net position and statement of activities) display information 
about TxDOT as a whole and the change in aggregate financial position resulting from the activities of the fiscal period for 
all non-fiduciary activities. These statements include separate columns for the governmental and business-type activities of 
TxDOT (including its blended component units). In the statement of net position, both the governmental and business-type 
activities columns are presented on a consolidated basis by column and are reflected on an accrual basis, economic 
measurement focus which incorporates noncurrent investments, capital assets and long-term debt and obligations.  
  
 The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by 
program revenues. Program revenues include 1) charges to customers or applicants who purchase, use or directly benefit 
from goods, services or privileges provided by a given function 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function, and 3) grants and contributions that are restricted to meeting the 
capital-specific requirements of a particular function. Taxes and other items not properly included among program revenues 
are reported instead as general revenues. 
 
Fund Financial Statements 
 
 The fund financial statements are presented after the government-wide financial statements. They display information 
about major funds individually and in the aggregate for governmental and proprietary funds. In governmental and fiduciary 
funds, assets are presented in order of relative liquidity. In proprietary funds, assets and liabilities are presented in a classified 
format that distinguishes between all current and noncurrent assets and liabilities. Current liabilities are obligations to be paid 
within the next fiscal year.  
   

The major governmental funds in the fund financial statements are presented on a current financial resources 
measurement focus and the modified accrual basis of accounting. This presentation is deemed most appropriate to 
demonstrate compliance with legal and covenant requirements, the source and use of financial resources and how TxDOT’s 
actual experience conforms to the budget. Since the governmental fund financial statements are presented using a different 
measurement focus and basis of accounting than the government-wide financial statements governmental activities column, a 
reconciliation is presented. The reconciliation explains the adjustments required to convert the fund based financial 
statements to the government-wide financial statements’ governmental activities column.  
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  TxDOT uses funds to report its financial position and the results of its operations.  A fund is a separate accounting entity 
with a self-balancing set of accounts.  
 
Governmental Fund Types 
 
 Governmental funds focus on the sources and uses of funds. Included in the governmental fund financial statements are 
general, special revenue, debt service and capital projects funds. The general fund is used to account for the departmental 
operations funded by legislative appropriations, but is not considered the main operating fund for TxDOT. Special revenue 
funds account for specific revenue sources that are restricted or committed for specific purposes other than debt service or 
capital projects. Debt service funds are used to account for financial resources that are restricted, committed or assigned to 
expenditure for principal and interest. Capital projects funds are used to account for financial resources that are restricted, 
committed or assigned to expenditure for capital outlays.  
 
 TxDOT reports the following four major governmental funds:  

 
State Highway Fund  

  
The state highway fund (SHF) is TxDOT’s main operating fund. TxDOT reports the following accounts/sub-funds, 

which are consolidated into the state highway fund for GAAP reporting purposes. The state highway fund is reported as a 
special revenue fund. 

 
• State Highway Fund Accounts – These funds contain the activity related to public road construction, maintenance 

and monitoring of the state’s highway system. The significant ongoing revenue sources are federal revenues, motor 
fuels taxes, and other oil and gas taxes which are constitutionally restricted and dedicated to the highway fund.  
 

• Proposition 1 Fund – This fund is used to record, track and report the receipt and disbursement of the Proposition 1 
allocation of oil and gas production tax to SHF. 
 

• Proposition 7 Fund – This fund is used to record, track and report the receipt and disbursement of the Proposition 7 
allocation of state sales and use tax and motor vehicle sales and rental tax to SHF.  
 

• State Infrastructure Bank – This fund operates as a revolving loan program that makes loans to public and private 
entities to encourage the development of transportation projects and facilities. 

  
Texas Mobility Fund  

 
This fund operates as a revolving fund to provide a method of financing construction, reconstruction, acquisition and 

expansion of state highways and other transportation projects. The principal ongoing revenue source of the fund is fees 
committed by the Legislature under the authority of the Texas Constitution, Article III, Section 49-k. Other inflows to the 
fund include bond proceeds. The Mobility Fund is reported as a debt service fund type and a capital projects fund type. 

 
Proposition 12/Highway Improvement Project Fund  

  
This fund receives the proceeds of general obligation bonds issued for highway improvement projects under the 

provisions of the Texas Constitution, Article III, Section 49-p. The fund reports the construction activity supported by such 
funding. The fund is reported as a capital project fund. 
 
Local Government Political Subdivision Road/Airport Fund  

  
This fund holds contributions from counties/political subdivisions for expenditure by the Commission in 

development/construction of public roads and airports within such counties or political subdivisions. The fund is reported as a 
capital project fund. 
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Additionally, TxDOT reports the following non-major governmental funds:  
 
General Fund:  
 

TxDOT reports the following funds, which are consolidated into the general fund for GAAP reporting purposes, but are 
not considered the main operating fund for TxDOT.  

 
• General Revenue Fund – This fund is used to account for all financial resources of the state except those required to 

be accounted for in another fund. 
 
• Traffic Safety-Crash Records Information Systems – This fund is used to account for expenditures pertaining to the 

crash records information system. 
 

• Colonias Project Fund – This fund provides financial assistance to counties for roadway projects serving border 
colonias. Funding is provided from the sale of bonds or commercial paper, which are issued and reported by the 
Texas Public Finance Authority.  
 

• Suspense Fund – This fund is used to temporarily hold and account for receipts until the correct disposition of items 
is determined. 

 
Special Revenue Fund: 

 
• Transportation Infrastructure Fund– This fund was established to make grants to counties for transportation 

infrastructure projects located in areas of the state affected by increased oil and gas production. The sources of the 
fund include federal funds, matching state funds, funds appropriated by the legislature, gifts, grants, fees, and 
investment earnings. 
 

Debt Service Fund: 
 
• Proposition 14/State Highway Fund Debt Service– This fund receives transfers in from the state highway fund for 

debt service on state highway fund revenue bonds. 
  
Proprietary Fund Type 
 
 Proprietary funds focus on determining operating income, changes in financial position and cash flows. Generally 
accepted accounting principles similar to those used by private sector businesses are applied in accounting for these funds. 
Enterprise funds may be used to report any activity for which a fee is charged to external users for goods or services. TxDOT 
reports the following major proprietary funds:  

 
Central Texas Turnpike System Fund  
 

These funds report the activity and debt associated with the Central Texas Turnpike System toll roads.  
 

Grand Parkway Transportation Corporation  
These funds report the activity and debt associated with the development of Segments D (Harris County), E, F-1, F-2, G, 

H and I of the Grand Parkway toll road construction as reported by the Grand Parkway Transportation Corporation. 
 

Fiduciary Fund Types 
 
 Fiduciary funds account for assets held in either a trustee capacity or as an agent for other outside individuals or entities. 
Agency funds report assets that TxDOT holds on behalf of others in a purely custodial capacity.  
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Agency Funds have no equity, assets equal liabilities and do not include revenues or expenditures. The agency funds 
reported by TxDOT during fiscal 2018 included the unappropriated general revenue fund, child support deductions suspense 
account, toll revenue custodial account and the direct deposit correction accounts. 
 
Component Units 
 
 The Texas Private Activity Bond Surface Transportation Corporation is reported as a nonmajor component unit. The 
Grand Parkway Transportation Corporation is a component unit reported as a major proprietary fund. All component units 
are presented in TxDOT’s financial statements as blended component units.  See Note 18 for more details. 
 
Basis of Accounting 
 
 Government-wide financial statements are prepared using the economic resources measurement focus and the accrual 
basis of accounting. Under the economic resources measurement focus, all economic resources and obligations of the 
reporting entity, both current and noncurrent, are reported in the government-wide financial statements. Under the accrual 
basis of accounting, revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like 
transactions are recognized when the exchange takes place. Non-exchange transactions, in which TxDOT gives (or receives) 
value without directly receiving (or giving) equal value in exchange, include intergovernmental grants. Revenue for grants 
and similar items are recognized in the fiscal year in which all eligibility requirements imposed by the provider have been 
met.  
 
 The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Governmental funds use the flow of current financial resources focus and the modified accrual basis of accounting.  Under 
the modified accrual basis, revenues are recognized when they become both measureable and available. For this purpose, 
revenues are considered to be available if they are collected within 60 days of the end of the current fiscal year. Expenditures 
are generally recognized when the related fund liability is incurred. However, principal and interest on bonds is recorded only 
when due and compensated absences and claims and judgments are recorded when they are expected to be liquidated with 
expendable available financial resources. Capital asset acquisitions are reported as expenditures in governmental funds. 
Proceeds of long-term debt are reported as other financing sources.  

 
Proprietary funds are accounted for on the accrual basis of accounting.  Under the accrual basis, revenues are recognized 

when earned and expenses are recognized at the time liabilities are incurred.  A proprietary fund distinguishes operating from 
non-operating items.  Operating revenues and expenses result from providing services or producing and delivering goods in 
connection with the proprietary fund’s principal ongoing operations.  Operating expenses for an enterprise fund include cost 
of sales and services, administrative expenses and depreciation on capital assets. 
  
 Although agency funds use the accrual basis of accounting, they do not have a measurement focus because they do not 
recognize revenues and expenses. 
 
Shared Fund Presentation 
 
 The financial statement presentation for the state highway fund and general fund represent only the portion of shared 
funds that can be directly attributed to the operations of TxDOT. Financial statements for total fund operations of shared state 
funds are presented in the state of Texas Comprehensive Annual Financial Report (CAFR).  
  

In presenting these financial statements, certain unique accounts are used for the presentation of shared funds. The 
following accounts are used in these financial statements to present TxDOT’s portion of shared funds. 
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Legislative Appropriations 
 
 This “asset” account represents TxDOT’s remaining legislative appropriation authority at fiscal year-end.  
 
Original/Additional Appropriations 
 
 Amount reported as revenue that is the total appropriation authority given to TxDOT for the current fiscal year. 
 
Appropriations Lapsed 
 
 Unencumbered appropriations balances that have been lapsed during the fiscal year.  
 
Budgetary Information 
 
 TxDOT’s budget is prepared on a performance-based concept and is represented by biennial appropriations enacted by 
the Legislature and signed by the governor.  The governmental funds with legally adopted budgets are the general fund, the 
state highway fund and nonmajor special revenue funds.   
 
Assets, Deferred Outflows, Liabilities, Deferred Inflows and Fund Balances/Net Position 
 
Cash and Cash Equivalents 
 
  The statement of cash flows for proprietary funds presents the change in cash and cash equivalents during the fiscal 
year. Cash equivalents are defined as short-term, highly liquid investments that are both readily convertible to known 
amounts of cash and so near maturity they present insignificant risk of a decrease in value due to changes in interest rates. 
Investments with an original maturity of three months or less and used for cash management rather than investing activities 
are considered cash equivalents.  
 
Investments 
 
 Amounts invested associated with TxDOT and Grand Parkway Transportation Corporation.  See Note 3 for more details.  
 
Inventories and Prepaid Items 
 
 Inventory items are reported at a weighted average cost. The inventory consists of supplies and roadway materials on 
hand for future use. The consumption method of accounting is used to account for inventories and prepaid items. The costs of 
these items are expensed when the items are consumed.  
 
Receivables 
 
 The major receivables for TxDOT are federal, taxes and other intergovernmental. Receivables represent amounts due to 
TxDOT at fiscal year end, for revenues earned in the current fiscal year that will be collected in the future. Amounts expected 
to be collected in the next fiscal year are classified as current, and amounts expected to be collected beyond the next fiscal 
year are classified as noncurrent. All receivables are recorded net of allowances for uncollectable accounts.  
 
Loans and Contracts 
 
 Loans and contracts represent claims for which formal instruments of credit are issued as evidence of debt, such as a 
promissory note. The credit instrument normally requires the debtor to pay interest and extends for time periods of 30 days or 
longer. TxDOT provides state and local financing tools to assist local governments with transportation projects. See Note 4 
for more details. 
 
 
 

 
Page 42

______________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation



Restricted Assets 
  
 Restricted assets include monies or other resources restricted by legal or contractual requirements. These assets include 
proceeds from revenue bonds, as well as certain revenues set aside for statutory or contractual requirements.  
 
Deferred Inflows of Resources and Deferred Outflows of Resources 
 
      In the governmental fund financial statements, revenues that are earned but not expected to be collected within 60 days 
are not available to liquidate the liabilities of the current period. These revenues are reported as deferred inflows of resources.  
 

Deferred inflows of resources are an acquisition of net assets by TxDOT that is applicable to a future reporting period. 
Deferred inflows have a negative effect on net position, similar to liabilities. TxDOT reports deferred inflows of resources as 
the offset account to assets received under a service concession arrangement in financial statements prepared using the 
economic resources measurement focus. See Note 21 for additional information.  

 
Deferred outflows of resources are defined as a consumption of net assets by the government that is applicable to a future 

reporting period. Deferred outflows of resources increase net position, similar to assets. 
 

For current refundings and advance refundings resulting in defeasance of debt, the difference between the reacquisition 
price and the net carrying amount of the old debt is reported as a deferred inflow of resources or deferred outflow of 
resources. The deferred inflows and deferred outflows of resources are amortized and recognized as a component of interest 
expense in a systematic and rational manner over the remaining life of the old debt or the life of the new debt, whichever is 
shorter.   

 
TxDOT also reports deferred inflows of resources and deferred outflows of resources related to the recognition of 

TxDOT’s share of the state’s Net Pension Liability and Net OPEB Liability. Reported deferred outflows of resources include 
plan contributions made subsequent to the Aug. 31, 2017 measurement date, and the unamortized balance resulting from 
changes in assumptions used to calculate net pension liability. TxDOT reports deferred inflows of resources for the 
unamortized balance resulting from other changes to the components used to calculate net pension liability. See Note 21 for 
additional information. 
 
Intangible Assets 
 
 Our blended component unit, GPTC, is operating under two service concession arrangements (SCA) with TxDOT. As a 
governmental operator, GPTC records an intangible asset for its cost of design and construction. GPTC is capitalizing interest 
and accretion paid during the construction period to the intangible asset. Amortization of the intangible asset begins upon the 
completion of construction and the opening to traffic. See Note 20 for more information about GPTC’s SCA with TxDOT.  
 
Capital Assets 
 

Capital assets, which include land, infrastructure, furniture, equipment and intangible capital assets, are capitalized and 
reported in the financial statements using the accrual basis of accounting. Capital assets are recorded as expenditures at the 
time of purchase in the governmental funds.  
 
 Capital assets are assets with a cost above a set minimum capitalization threshold that, when acquired, have an estimated 
useful life of more than one year. Land, permanent land-use rights, and construction in progress do not have a capitalization 
threshold and are not depreciated. The capitalization thresholds and useful lives of TxDOT’s depreciable capital assets are as 
follows: 
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Classification

Buildings and Building Improvements  $      100,000 5-30 years
Infrastructure  $      500,000 10-50 years
Furniture and Equipment  $          5,000 3-15 years
Vehicles, Boats and Aircraft  $          5,000 5-40 years
Internally Generated Computer Software  $   1,000,000 3-10 years
Other Computer Software  $      100,000 3-10 years
Land Use Rights – Term/Temporary  $      100,000 2-10 years

Capitalization Thresholds by Class of Asset

Capitalization              
Threshold

Estimated 
Useful Life

 
 

 All capital assets acquired or constructed by TxDOT are capitalized at cost or estimated historical cost if actual historical 
cost is not available. Donated capital assets are recorded at acquisition value at the date of donation. A facility constructed or 
improved under a qualifying service concession arrangement is reported as a capital asset at acquisition value when it is 
placed in operation.  Costs of normal maintenance and repairs that do not add value to the asset or materially extend the 
asset’s useful life are not capitalized. 
 
 TxDOT uses the depreciation approach for reporting both highways and highway bridges of the infrastructure assets.  
Under the depreciation approach, infrastructure assets are depreciated over a 40 year life, and certain preservation costs are 
capitalized. The capitalization threshold of $500,000 is used for both highway bridges and roadways. 

TxDOT also holds three years of costs in construction in progress at all times. At the fourth year, the first year is moved 
to depreciable infrastructure. The three year assumption is based on a 2.7 year contract life when using the weighted dollar 
analysis of project costs and completion dates over the ten year history. 

Unearned Revenue 
  

Unearned revenue is reported when cash or other assets are received prior to being earned.   
  

Service Concession Arrangements (SCA) Up-front Payments  
 
 TxDOT receives up-front payments related to the SCA’s on the development of highways and future toll-road 
operations. Under each of these agreements the toll road reverts back to the state at the end of the term or upon certain 
reimbursement conditions.  In the governmental fund financial statements, TxDOT reports up-front payments as other 
financing sources in the year received. In the government-wide statements, the up-front payments are recorded as deferred 
inflows of resources. Revenue is recognized on a straight-line basis over the term of the agreement, beginning when the 
roadway is placed into operation. 
 
Long-Term Liabilities 
 

In the government-wide financial statements and proprietary funds financial statements, long-term debt and other long-
term obligations are reported as long-term liabilities in the applicable governmental activities or business-type activities 
statement of net position. Long-term liabilities include net pension liability, net OPEB liability, employees’ compensable 
leave, general obligation bonds payable, revenue bonds payable, notes payable, and pollution remediation obligations.  
 
 Bonds payable are reported net of the applicable bond premium or discount. Bond premiums and discounts are amortized 
over the life of the bonds using the bonds outstanding method, which is materially consistent with the effective interest 
method. Issuance costs are reported as an expense in the period incurred. 
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In the governmental fund financial statements, bond premiums, discounts and bond issuance costs are recognized during 
the current period. The face amount of the debt is reported as other financing sources while discounts on debt issuances are 
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received are reported 
as debt service expenditures. 
 

Generally speaking, long-term obligations to be paid within one year of the financial statements date are reported as 
current liabilities and are considered short-term obligations. In certain circumstances, however, amounts scheduled to mature 
during the ensuing fiscal year are instead reported as noncurrent long-term liabilities. This provision applies when TxDOT or 
GPTC intends to refinance or refund a debt instrument on a long term basis and either issues a long-term obligation or enters 
into a financing agreement after the date of the financial statements but before the financial statements are issued. 
 
 A state employee is entitled to be paid for all unused vacation time accrued, in the event of the employee’s resignation, 
dismissal or separation from state employment, provided the employee has had continuous employment with the state for six 
months. Expenditures for accumulated annual leave balances are recognized in the period paid or taken in the governmental 
fund financial statements.  See Note 5 for more information.  
 
Fund Balance/Net Position 
 
 In the government-wide and proprietary statements, the net position is the difference between assets plus deferred 
outflows of resources and liabilities plus deferred inflows of resources.  The net position is displayed in three components. 
The potential categories of net position include: 
 

• Net Investment in Capital Assets– capital assets, net of accumulated depreciation and reduced by the outstanding 
balances of bonds, notes or other borrowings that are attributed to the acquisition, construction, or improvement of 
those assets. Deferred outflows of resources and deferred inflows of resources that are attributable to the 
acquisition, construction, or improvement of those assets or related debt are also included. 
 

• Restricted – restricted assets reduced by liabilities and deferred inflows or resources related to those assets. When 
both restricted and unrestricted resources are available for use, generally it is TxDOT’s policy to use restricted 
resources first, then unrestricted resources when they are needed. 
 

• Unrestricted – amounts not required to be reported in the other components of net position.  
 
Fund balances for governmental funds are displayed in five components. The potential categories of fund balance include:  
 

• Nonspendable fund balance – amounts not available to be spent because they are either (1) not in spendable form or 
(2) legally or contractually required to be maintained intact. The primary component of nonspendable fund balance 
is the balance in consumable inventories. 
  

• Restricted fund balance – resources that have constraints placed on their use through external parties or by law 
through constitutional provisions.  
 

•  Committed fund balance – can be used only for specific purposes pursuant to constraints imposed by a formal 
action of the Legislature, the state’s highest level of decision making authority.  
 

•  Assigned fund balance – amounts constrained by the Commission’s intent to be used for specific purposes, but are 
neither restricted nor committed.   
 

• Unassigned fund balance – residual classification for the general fund.  The classification represents fund balance 
that was not assigned to other funds and was not restricted, committed or assigned to specific purposes within the 
general fund. 
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When only unrestricted resources are available for use, it is TxDOT’s policy to use committed resources first, then 
assigned resources and lastly unassigned resources. 
 
 A positive unassigned fund balance can only exist within the general fund. Deficit fund balances in a fund are reported as 
unassigned fund balance. 
 
Revenue Sources 
 
 TxDOT’s principal revenue sources are federal and tax revenue. As the state’s transportation agency, TxDOT receives 
reimbursements from the Federal Highway Administration (FHWA) for certain costs incurred for engineering, construction, 
right-of-way acquisition, research activities and general administrative costs. Federal reimbursement is based on a percentage 
of the costs expended from state funds on approved projects. The percentage of reimbursement for allowable costs varies 
from 50 to 100 percent. TxDOT receives these reimbursements based on the state’s apportionment from the Federal Highway 
Trust Fund on a federal fiscal year basis.  
 
 TxDOT receives federal funding from other federal agencies for specific transportation related projects.  See Schedule 1-
A for more information on federal receipts and expenditures.  
 
 TxDOT reports its constitutionally dedicated share of taxes on motor fuels sold in Texas as tax revenues. Generally this 
constitutionally dedicated share is 75 percent of net collections, after reductions for collection expenses and refunds.  In 
general, 20 cents per gallon is collected on gasoline and diesel sold for highway use. Liquefied gas sold for highway use is 
generally taxed at 15 cents per gallon and is required to be prepaid. TxDOT also receives and reports the state sales tax from 
the sale of lubricants, which is deposited to the state highway fund.   
  

On Nov. 4, 2014, Texas voters approved Proposition 1, authorizing a constitutional amendment for transportation 
funding. Under the amendment, a portion of oil and gas tax revenues that typically go into the Economic Stabilization Fund 
will be deposited to the State Highway Fund to assist in the completion of transportation construction, maintenance, and 
rehabilitation projects, not to include toll roads. 

 
On Nov. 3, 2015, Texas voters approved Proposition 7 that dedicates a portion of the revenue from the state sales and use 

tax and motor vehicle sales and rental tax to the State Highway Fund to provide funding for non-tolled roads and the 
reduction of transportation-related debt. 

 
Major sources of pledged revenue for the Texas Mobility Fund include driver license fees, motor vehicle inspection fees, 

certificate of title fees and driver record information fees. 
 
Operating revenues of CTTS consist of tolls, net of allowance for doubtful accounts and fee revenue. 
 
Operating revenues of GPTC consist of toll revenue for open segments D, E, F-1, F-2, and G, net of allowance for 

doubtful accounts, and fee revenue earned by GPTC. 
 
Interfund Activity and Transactions 
 
 Interfund activity refers to financial interaction between funds (including blended component units) and is related to 
internal events. Interfund transactions refer to interactions with other state agencies.  
  
 Interfund receivables and payables are eliminated from the statement of net position except for amounts due between 
governmental and business-type activities. These amounts are reported as internal balances on the statement of net position. 
See Note 11 for more details. 

 
Page 46

______________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation



NOTE 2 – CAPITAL ASSETS  
 
 The tables on the following pages present the composition of TxDOT’s capital assets, adjustments, reclassifications, 
additions and deletions during fiscal 2018. The reclassifications column presents completed construction projects and 
transfers of capital assets between agencies and between the governmental and business-type activities of TxDOT. The 
additions column includes current year purchases, depreciation and amortization. The deletions column represents assets 
removed during the current fiscal year via sale or disposition.  
 
 Depreciation and amortization expense was charged to the transportation function in the accompanying Statement of 
Activities. 

Capital Asset Activity

Balance Balance
9/1/2017 8/31/2018

GOVERNMENTAL ACTIVITIES
Non-Depreciable & Non-Amortizable Assets
Land and Land Improvements $ 12,937,927 $ (27) $ 776,746 $ (1,986) $ 13,712,660
Construction in Progress 16,679,638 (4,617,652) 5,823,115 0 17,885,101
Land Use Rights - Permanent 24,819 0 623 25,442
  Total Non-Depreciable & Non-Amortizable Assets 29,642,384 (4,617,679) 6,600,484 (1,986) 31,623,203

Depreciable Assets
Buildings and Building Improvements 527,952 25,609 0 (100) 553,461
Infrastructure 89,729,152 4,585,833 1,059,856 (3,183) 95,371,658
Furniture and Equipment 199,707 174 14,471 (8,330) 206,022
Vehicles and Aircraft 783,711 805 31,593 (23,908) 792,201
Other Capital Assets 12,569 2,442 0 0 15,011
   Total Depreciable Assets 91,253,091 4,614,863 1,105,920 (35,521) 96,938,353

Less Accumulated Depreciation for:
Buildings and Building Improvements (276,146) 0 (18,421) 95 (294,472)
Infrastructure (18,640,261) 0 (1,834,675) 80 (20,474,856)
Furniture and Equipment (137,524) (36) (12,682) 7,570 (142,672)
Vehicles and Aircraft (444,802) 0 (38,530) 19,310 (464,022)
Other Capital Assets (8,024) 0 (620) 0 (8,644)
    Total Accumulated Depreciation (19,506,757) (36) (1,904,928) 27,055 (21,384,666)
Depreciable Assets, Net 71,746,334 4,614,827 (799,008) (8,466) 75,553,687

Intangible Capital Assets - Amortizable
Land Use Rights - Term 15,756 0 124 0 15,880
Computer Software 72,705 0 1,784 (209) 74,280
   Total Amortizable Assets 88,461 0 1,908 (209) 90,160

Less Accumulated Amortization for:
Land Use Rights - Term (13,264) 0 (1,616) 0 (14,880)
Computer Software (48,870) 0 (9,500) 198 (58,172)
     Total Accumulated Amortization (62,134) 0 (11,116) 198 (73,052)
Amortizable Assets, Net 26,327 0 (9,208) (11) 17,108
Governmental Activities Capital  Assets, Net $ 101,415,045 $ (2,852) $ 5,792,268 $ (10,463) $ 107,193,998

For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

Reclass-
ifications Additions Deletions
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 Balance Reclass-  Balance 
9/1/2017 ifications 8/31/2018

BUSINESS-TYPE ACTIVITIES
Non-Depreciable & Non-Amortizable Assets
Land and Land Improvements $ 668,771 $ 30 $ 0 $ 0 $ 668,801
Construction in Progress 8,351 204 0 8,555
Land Use Rights - Permanent 19,466 19,466
  Total Non-Depreciable & Non-Amortizable Assets 696,588 234 0 0 696,822

Depreciable Assets
Buildings and Building Improvements 8,360 8,360
Infrastructure 2,281,008 2,757 2,283,765
   Total Depreciable Assets 2,289,368 2,757 0 0 2,292,125

Less Accumulated Depreciation for:
Buildings and Building Improvements (4,118) (362) (4,480)
Infrastructure (333,838) (54,112) (387,950)
    Total Accumulated Depreciation (337,956) 0 (54,474) 0 (392,430)
Depreciable Assets, Net 1,951,412 2,757 (54,474) 0 1,899,695

 Business-Type Activities Capital Assets, Net $ 2,648,000 $ 2,991 $ (54,474) $ 0 $ 2,596,517

Additions Deletions

 For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)
Capital Asset Activity (Concluded)
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NOTE 3 – DEPOSITS, INVESTMENTS & REPURCHASE AGREEMENTS 
  
 TxDOT and Grand Parkway Transportation Corporation (GPTC) are authorized by statute to make investments following 
the “prudent person rule.”  TxDOT and GPTC have complied, in all material respects, with statutory authorization, bond 
documents, constraints and TxDOT policies during the period.   
 
Deposits 
 

The following amounts consist of all cash and cash equivalents in local banks.  These amounts are included on the 
combined statement of net position as part of the “cash and cash equivalents” accounts. 

Cash In Bank – Carrying Amount
August 31, 2018 (Amounts in Thousands)

Governmental Activities

Cash in Bank – Depository Accounts 8,837$             

Fiduciary Funds
Cash in Bank – Carrying Amount 987$                

 

Custodial Credit Risk – Deposits 

 Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, deposits 
or collateral securities in the possession of an outside party will not be recovered.  All of TxDOT’s deposits are protected by 
insurance provided by the Federal Deposit Insurance Corporation (FDIC).  

Regular depository accounts are insured by the FDIC up to $250 thousand per depositor, per insured bank.  As of Aug. 
31, 2018, the sweep account is subjected to the same $250 thousand coverage provided to a regular depository account.   

Cash in Transit 
 

As of Aug. 31, 2018, CTTS had $38.0 million of cash in transit from the state Treasury to the Texas Treasury 
Safekeeping Trust Company (Trust Company). These funds are certain CTTS reserves required to be held outside the Trust 
bank account. The funds were received and invested in the CTTS account at the Trust Company on Sept. 4, 2018. See Note 
16 for more information. 

Treasury Pool 

TxDOT’s governmental fund cash is established in the state Treasury, and is pooled with other state funds and invested 
under the direction of the Comptroller of Public Accounts Treasury Operations Division (Treasury).  Governmental fund 
deposits in the state treasury totaled $5.4 billion at Aug. 31, 2018.   

The Treasury obtains direct access to the services of the Federal Reserve System through the Texas Treasury 
Safekeeping Trust Company (Trust Company).  The Federal Reserve Bank requires that the Trust Company maintain a 
positive cash balance in the account during and at the end of the day.  The Trust Company met those requirements throughout 
fiscal 2018. The Comptroller has delegated investment authority to the Trust Company and utilizes the Trust Company to 
manage and invest funds in the Treasury Pool. 

State statutes authorize the Treasury to invest state funds in fully collateralized time deposits; direct security repurchase 
agreements; reverse repurchase agreements; obligations of the United States and its agencies and instrumentalities; banker’s 
acceptances; commercial paper; and contracts written by the Comptroller, which are commonly known as covered call 
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options. Funds held in the treasury pool have not been categorized as to credit risk because TxDOT does not own individual 
securities. Details on the nature of these deposits and investments are available within the state of Texas Comprehensive 
Annual Financial Report.  

Investments 
 

TxDOT and GPTC hold investments that are measured at fair value on a recurring basis. Because investing is not a core 
part of TxDOT’s mission, the disclosures related to these investments only need to be disaggregated by major type.  

TxDOT and GPTC categorize fair value measurements within the fair value hierarchy established by generally accepted 
accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value of the asset. The three-
tiered fair value hierarchy is as follows. 

• Level 1 – Quoted prices for identical investments in an active market 
• Level 2 – Significant other observable inputs other than quoted market prices 
• Level 3 – Significant unobservable inputs 

 
As of Aug. 31, 2018, the measurements of TxDOT’s investments are summarized below: 

Investment Valuation
August 31, 2018 (Amounts in Thousands)

Investment Type

Fair Value 
Hierarchy 

Level 1

Other 
Measurement 

Method Total
Governmental Activities
 Money Market Mutual Funds $

 
$ 19,248               

 
$               19,248 

 U.S. Treasuries 4,966                                 4,966 
Total Governmental Activities $ 0

 
$ 24,214               

 
$               24,214 

Business-Type Activities
 Money Market Mutual Funds $ 0 $ 10,694 $ 10,694
 U.S. Treasuries 69,647 1,146,087 1,215,734
 U.S. Government Agency Obligations 0 101,254 101,254
 Government Investment Pools 0 1,380,060 1,380,060
 Repurchase Agreements 0 201,873 201,873
Total Business-Type Activities $ 69,647 $ 2,839,968 $ 2,909,615

Fiduciary Funds
 Money Market Mutual Funds $ $ 25,197 $ 25,197
U.S. Treasuries 0 10,954 10,954
U.S. Government Agency Obligations 0 10,885 10,885
Total Fiduciary Funds $ 0 $ 47,036 $ 47,036

 
Government securities and government sponsored entity investments of $69.6 million with maturities of one year or 

more are valued at quoted market prices (Level 1 input). 
 
As of Aug. 31, 2018, TxDOT and GPTC also have the following two types of investments which are excluded from 

measurement at fair value according to GASB 72. 
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• TxDOT and GPTC had investments in money market funds, overnight repurchase agreement pool (REPO), 
government securities, government sponsored entities and government investment pools of $2.9 billion with 
maturities less than one year valued at amortized cost. 

• TxDOT entered into a repurchase agreement of $115.0 million in August 2002 with U.S. Government and Agency 
securities. Collateral for the repurchase agreement is held by the Bank of New York Mellon Trust Company (the 
trustee bank) with the underlying securities being the property of the Citigroup Global Markets Inc. (the direct 
counterparty), held in trust for TxDOT. TxDOT can direct the trustee bank to designate repurchase dates on any 
business day on or before the final repurchase date in August 2022. The agreement is measured at cost. 

Custodial Credit Risk  
 

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, TxDOT will not be 
able to recover the value of its investments or collateral securities that are in the possession of an outside party.  TxDOT and 
GPTC investment policies state that all securities purchased shall be conducted on a delivery-versus-payment (DVP) basis, 
and shall be protected through the use of a third-party custodian/safekeeping agent, which may be a Trustee.  

As of Aug. 31, 2018, TxDOT’s long term repurchase agreement is collateralized with U.S. Government and agency 
securities. Collateral for the repurchase agreement is held by the Bank of New York Mellon Trust Company with the 
underlying securities being the property of the Citigroup Global Markets Inc., (the direct counterparty), held in trust for 
TxDOT. Citigroup Global Markets Inc. is rated A2, A+ and A+ as of Aug. 31, 2018 by Moody’s, Standard and Poor’s (S & 
P) and Fitch Ratings respectively. 
 
Credit Risk 
 

Direct credit risk for investments is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations.  TxDOT and GPTC investment policies prohibit TxDOT and GPTC from entering into long-term investment 
agreements or other non-DVP investment transactions with a final maturity or termination date of longer than six months 
with any financial institution that initially has a long-term rating category of less than “A” and that does not have at least one 
long-term rating of at least “AA” by a nationally recognized statistical rating organizations (NRSRO). All investments made 
by TxDOT and GPTC have been through the list of qualified financial institutions approved by TxDOT and GPTC.     

TxDOT’s policy does not limit the amount of investment in obligations of the United States or its agencies.  The long 
term repurchase agreement is a guaranteed investment contract (GIC) with Citigroup Global Markets Inc. as the counterparty.  
Citigroup Global Markets Inc. has collateralized the GIC with U.S. Government and agency securities.  
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As of Aug. 31, 2018, TxDOT’s and GPTC’s investments had the following ratings:

Investment Credit Ratings
August 31, 2018 (Amounts in Thousands)

Investment Type Valuation Moody’s 
Standard & 

Poor’s Fitch 
Governmental Activities
Money Market Mutual Funds
  Fidelity Government Money Market Fund $ 19,248       AAA-mf AAAm NR
Government Securities
  U.S. Treasury Notes 4,966         Aaa AA+ AAA
Total Governmental Activities $ 24,214       

Business-Type Activities
Money Market Mutual Funds:
  JPMorgan US Government Fund $ 10,565       Aaa-mf NR AAAmmf
  Morgan Stanley Government Fund 129            Aaa-mf AAAm AAAmmf
  Goldman Sachs Financial Square Government Fund -                Aaa-mf AAAm NR
Government Sponsored Entities:
  Federal Home Loan Bank Discount Note 45,295       P-1 A-1+ NR
  Freddie Mac Discount Note 19,449       P-1 A-1+ F1+
  Federal Home Loan Mortgage Corporation 36,510       P-1 A-1+ F1+
Government Securities:
  U.S. Treasury Notes 705,061      Aaa AA+ AAA
  U.S. Treasury Bills 510,673      NR A-1+ F1+
Government Investment Pools:
  Lone Star 22,422       NR AAAm NR
  TexPool 1,267,846   NR AAAm NR
  TexPool Prime 89,792       NR AAAm NR
Repurchase Agreement: 0 0 0
 Long term (Citigroup GIC) 114,999      A2 A+ A+
 Repo (TTSTC) 86,874       NR AAA NR
Total Business-Type Activities $ 2,909,615   

Fiduciary Fund
  BlackRock Federal Funds $ 25,197       AAA-mf AAAm NR
  Freddie Mac Discount Note 4,934         P-1 A-1+ F1+
  Federal Farm Credit Discount Note 5,951         P-1 A-1+ F1+
  U.S. Treasury Notes 4,966         Aaa AA+ AAA
  U.S. Treasury Bills 5,988         NR A-1+ F1+
Total Fiduciary Funds $ 47,036       

NR= Not Rated
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Concentration of Credit Risk  
 

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in a single issuer. 
Assets held in the particular funds shall be diversified to minimize the risk of loss resulting from over concentration of assets 
in a specific maturity, a specific issuer or a specific class of securities. As of Aug. 31, 2018, the following investments 
exceeded five percent of the total portfolio: U.S. Treasuries and TexPool.  

TxDOT and GPTC both address diversification in TxDOT’s investment policy.  Diversification strategies shall be 
determined and revised periodically by the investment officer for all funds.   

Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.  TxDOT 
and GPTC have addressed interest rate risk in its various accounts by matching as closely as possible anticipated cash flows 
with income and return of principal on investments.  In general, all securities held by TxDOT and GPTC are anticipated to be 
held to maturity, thereby avoiding interest rate risk due to an early redemption. Investment maturities are noted in the 
investment fair value table. 

 

NOTE 4 – LOANS RECEIVABLE 
  
 TxDOT makes loans to various local governments and regional mobility authorities.  The State Infrastructure Bank (SIB) 
operates as a revolving loan fund, where the account balance grows through the monthly interest earned and repaid principal 
and interest payments.  SIB financial assistance can be provided to any public or private entity authorized to construct, 
maintain or finance an eligible transportation project. 
  
 TxDOT also makes project loans through project development agreements. In these cases, TxDOT funds the 
construction costs of a regional mobility authority owned project up front and gets repayment over an established loan term. 
The loan receivable is recorded as TxDOT incurs eligible expenditures on the project. 
 
 The loan receivable balances as of Aug. 31, 2018 are as follows. 
 

Loans and Contracts
August 31, 2018 (Amounts in Thousands)

Fund
 Loans 

Receivable 
Due Within 
One Year

General Fund $ 66 $ 43
Highway Fund - Toll Equity Loans 113,197 0
Highway Fund - Project Loans 356,332 2,200
Highway Fund - NTTA 125,337 5,237
Highway Fund - State Infrastructure Bank 155,759 4,486
Governmental Funds Total $ 750,691 $ 11,966
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NOTE 5 – SUMMARY OF LONG-TERM LIABILITIES 
 
Long-Term Liabilities 
 
 Long-term liabilities for fiscal 2018 are presented in the table below: 

 

 
 For long-term liabilities other than debt related to governmental activities, the State Highway Fund typically is used to 
liquidate liabilities in prior years. 

 
Employees’ Compensable Leave 
 
 Annual leave, commonly referred to as vacation leave, and other compensated absences with similar characteristics are 
accrued as a liability as the benefits are earned by TxDOT employees. Employees accrue vacation time at a rate of eight to 21 
hours per month depending on years of state employment. The maximum number of hours that may be carried forward to the 
next fiscal year ranges from 180 hours to 532 hours based on years of state service.  
  
      Overtime, under the Fair Labor Standards Act and state laws, can be accumulated in lieu of immediate payment as 
compensatory leave (at one-and-one-half hours for each overtime hour worked) for nonexempt, nonemergency employees to 
a maximum of 240 hours. All overtime exceeding 240 hours must be paid with the next regular payroll. At termination or 
death, all overtime balances must be paid in full. Unpaid overtime is included in the calculation of current portion on long-
term liabilities for each employee because it may be used like compensatory time or be paid. 
 
  

Long-Term Liabilities Activity
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

Primary Government

 Beginning 
Balance 

9/01/2017  Additions**  Reductions  Adjustments* 

 Ending 
Balance 

8/31/2018 

 Amounts 
Due       

Within 
One Year 

 Amounts 
Due  

Thereafter 

Governmental Activities

Compensable Leave $ 94,042 $ 145,685 $ (140,737) $ 2,494 $ 101,484 $ 73,162 $ 28,322 

General Obligation Bonds 11,247,275 0 (196,330) (79,587) 10,971,358 287,947 10,683,411 

Revenue Bonds 4,732,778 0 (215,675) (46,923) 4,470,180 268,420 4,201,760 
Pollution Remediation 
Obligations 5,875 12,600 (11,835) 0 6,640 6,508 132 

Pass Through Tolls Payable 1,010,720 39,211 (110,843) 0 939,088 242,126 696,962 

Notes and Loans Payable 287,458 6,846 0 0 294,304 0 294,304 

Contracts Payable 9,527 13,131 0 0 22,658 4,000 18,658 
Governmental Activities - 
Long-Term Liabilities $ 17,387,675 $ 217,473 $ (675,420) $ (124,016) $ 16,805,712 $ 882,163 $ 15,923,549 

Beginning 
Balance 

9/01/2017 Additions** Reductions Adjustments*

Ending 
Balance 

8/31/2018

Amounts 
Due   

Within 
One Year

Amounts 
Due    

Thereafter
Business-Type Activities

Revenue Bonds Payable $ 5,088,789 $ 930,097 $ (14,225) $ 102,294 $ 6,106,955 $ 36,755 $ 6,070,200 

Notes and Loans Payable 862,725 637,107 0 52,659 $ 1,552,491 10,532 1,541,959 
Business-Type Activities - 
Long-Term Liabilities $ 5,951,514 $ 1,567,204 $ (14,225) $ 154,953 $ 7,659,446 $ 47,287 $ 7,612,159 

* Includes current year amortization of premiums and discounts.
**Includes current year amortization of accretion.
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Compensatory leave is allowed for exempt employees not eligible for overtime pay. This leave is accumulated on an hour-
for-hour basis and must be taken within one year from date earned or it lapses. There is no death or termination benefit for 
compensatory leave. Compensatory leave is reported as a current liability. No liability is recorded for non-vesting 
accumulating rights to receive sick leave benefits. 
 
Notes and Loans Payable 
 
 As of Aug. 31, 2018, three notes and loans agreements are outstanding. The purpose and the source for repayment of debt 
service for the notes and loans payable are summarized below. 
 
TIFIA 

 
The Commission entered into a secured loan agreement with the United States Department of Transportation (USDOT) 

through the Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA).  USDOT agreed to lend the 
Commission up to $285.0 million to pay a portion of the eligible project costs related to the initial phase of the IH-35E 
project.  As of Aug. 31, 2018, the note’s debt service requirements are as follows. 

 

 
 
The second TIFIA loan payable represents a secured loan made to the Grand Parkway Transportation Corporation by the 

USDOT under the TIFIA.  USDOT agreed to lend GPTC up to $840.6 million to pay a portion of the eligible project costs.   
As of Aug. 31, 2018, the GPTC has drawn down $840.6 million under the secured loan agreement for the purpose of 
providing funds to refund the GPTC Series 2014-A bond anticipation notes and the GPTC Series 2014-C toll revenue bonds.  
In accordance with the TIFIA loan agreement, the payments of principal and interest can be postponed under certain 
circumstances and such postponed payments increase the principal amount of the loan.   As of Aug. 31, 2018, the note’s debt 
service requirements are as follows. 
 

(Amounts in Thousands)

     Principal  Interest* Total
2019 $  $ 0 $ 0
2020 0 0
2021 0 0
2022 4,136 4,136
2023 8,341 8,341
2024-2028 3,528 41,695 45,223
2029-2033 35,693 39,769 75,462
2034-2038 69,865 33,467 103,332
2039-2043 100,309 22,152 122,461
2044-2048 60,044 11,674 71,718
2049-2052 53,857 3,518 57,375

$ 323,296 $ 164,752 $ 488,048
(28,992) (28,992)

Total Requirements $ 294,304 $ 164,752 $ 459,056

*Fixed interest rate at 2.58 percent

IH-35E TIFIA Loan

Governmental Activities
 Year 

Total
Unamortized Accretion

Debt Service Requirements
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Bond Anticipation Notes (BANs) 

 
The Grand Parkway Transportation Corporation issued a bond anticipation note for the purpose of providing funds to 

pay the costs of extending, expanding and improving the Grand Parkway System.  Proceeds from the note will also be used to 
pay costs of issuance.  As of Aug. 31, 2018, the note’s debt service requirements are as follows. 

 
Pass-Through Tolls Payable  
 

The balance recorded as pass-through tolls payable relates to the Commission’s obligations under executed pass-through 
financing agreements. As of Aug. 31, 2018, there were 40 active pass-through financing agreements finalized and executed 
by the Commission. Under these agreements, an outside party (usually a local government) pays for all or a portion of a 
highway project. In return, TxDOT contractually agrees to make reimbursements after the improvement is open for traffic. 
Reimbursements are subject to minimum and maximum annual thresholds and are variable within those thresholds based on 
the volume of traffic on the project roadway. The agreements covering multiple projects generally contain a provision 
allowing for reimbursements to begin as each project is open for traffic.    

(Amounts in Thousands)

     Principal  Interest* Total
2019 $  $ 0 $ 0
2020 0 0
2021 34,528 34,528
2022 34,575 34,575
2023 34,575 34,575
2024-2028 2,828 172,836 175,664
2029-2033 15,736 171,239 186,975
2034-2038 33,850 167,115 200,965
2039-2043 127,393 155,486 282,879
2044-2048 400,969 112,835 513,804
2049-2051 366,483 20,960 387,443

$ 947,259 $ 904,149 $ 1,851,408
(52,757) (52,757)

Total Requirements $ 894,502 $ 904,149 $ 1,798,651

*Fixed interest rate at 3.65 percent.

GPTC TIFIA Loan 

 Business-Type Activities 
 Year 

Total
Unamortized Accretion

Debt Service Requirements

BANs – Debt Service Requirements 
(Amounts in Thousands)
Business-Type Activities
Year     Principal Interest* Total
2019 $ 0 $ 25,306 $ 25,306
2020 0 30,267 30,267
2021 0 30,267 30,267
2022 0 30,267 30,267
2023 605,330 25,222 630,552
Total 605,330 141,329 746,659
Unamortized Premium 52,659 0 52,659
Total Requirements $ 657,989 $ 141,329 $ 799,318

* Fixed interest rate at 5.00 percent. 
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The obligation to make future reimbursement payments is recognized as pass-through tolls payable as the underlying 

highway project is constructed. Accruals of payables continue until the liability amount reaches the total TxDOT 
reimbursement obligation specified in the agreement. If the cost of the completed underlying highway project is less than the 
total TxDOT reimbursement obligation, TxDOT will accrue the additional obligation amount upon that project’s completion 
and acceptance. The estimated debt service requirements related to pass-through toll contracts executed as of Aug. 31, 2018 
are as follows. The timing of actual payments may differ substantially from this estimate, but the total amount paid is linked 
to contractually established levels. The estimates are updated monthly to account for these variations.  

  
Contracts Payable   
 
 TxDOT is party to a financial assistance arrangement with Fort Bend County related to the expansion of Farm to Market 
Road 1093.  The terms of this agreement are such that in return for Fort Bend County funding the costs of the project up-
front, TxDOT will reimburse Fort Bend County $4 million per year for 10 years beginning upon one year following 
completion of Westpark Tollway Phase I and opening of the roadway to traffic.  Westpark Tollway Phase I was completed in 
November 2017.  The obligation to make future reimbursements is recognized as contracts payable.  The estimated debt 
service requirements related to this arrangement are as follows. 
  

 

(Amounts in Thousands)
Governmental Activities
Year Principal*

2019 $ 242,126
2020 163,421
2021 144,275
2022 111,443
2023 96,675
2024-2028 238,679
2029-2031 9,553
Total ** 1,006,172
Unrealized Payable (67,084)
Total Requirements $ 939,088

Pass-Through Tolls Payable - Debt Service Requirements

 * There is no interest component to the pass-through toll reimbursements. 
 ** This projection assumes the Commission's maximum potential obligation. 

Governmental Activities
Year Principal*
2019 $ 4,000 
2020 4,000 
2021 4,000 
2022 4,000 
2023 4,000 
2024-2028 20,000 
Total * 40,000 
Unrealized Payable (17,342)
Total Requirements $ 22,658 

Contracts Payable – Debt Service Requirements
(Amounts in Thousands)

*There is no interest component to this contract payable.
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Pollution Remediation Obligations 

 
TxDOT is responsible for the cleanup and remediation of several polluted sites.  Regulatory requirements established by 

federal and state law obligate TxDOT to perform these pollution remediation activities.  Historical cost averages were used to 
calculate the estimated pollution remediation obligation liabilities.  The table below details the various compliance 
requirements under which TxDOT is incurring pollution remediation costs and is recording a pollution remediation liability. 

 

 
 

Federal reimbursements are expected to offset a portion of these estimated costs.  When realizable, the federal 
reimbursements are recognized as federal revenue.  The potential for changes due to price increases or reductions, technology 
or applicable laws or regulations was incorporated into these estimates.  
 
Claims and Judgments 

 
TxDOT’s involvement in claims and judgments is discussed in detail in Note 15.  Management’s opinion is that the 

probable outcome of claims and judgments against TxDOT will not materially affect the financial position of TxDOT; 
therefore, no liability amount has been accrued. 

 
 

Pollution Remediation Obligations - Disaggregation of Total Liability
As of August 31, 2018 (Amounts in Thousands)   
Governmental Activities

Comply with Federal and State asbestos requirements $ 3,909
Comply with Federal and State OSHA requirements for lead based paint 23
Comply with Federal Safe Drinking Water Act requirements 210
Comply with state Leaking Petroleum Storage Tank (LPST) cleanup requirements 1,084
Comply with OSHA Health and Safety Plan (HASP) requirements 688
Comply with Waste Disposal regulations 229
Comply with state cleanup requirements (non-LPST sources) 497
Total $ 6,640
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NOTE 6 – BONDED INDEBTEDNESS 

As discussed more fully in the sections that follow, the Commission and TxDOT’s blended component units are 
authorized through various statutory and constitutional provisions to issue general obligation and revenue bonds as well as 
private activity bonds. 

As of Aug. 31, 2018, the Commission had 28 bond issues outstanding. The Texas Private Activity Bond Surface 
Transportation Corporation (TxPABST), a blended component unit of TxDOT, had four conduit debt bond issues outstanding 
as of Aug. 31, 2018. The Grand Parkway Transportation Corporation (GPTC), another blended component unit of TxDOT, 
had six revenue bond issuances outstanding as of Aug. 31, 2018.  The debt service payments associated with debt issued by 
TxPABST and GPTC are not the responsibility of the state of Texas, however due to the relationship between TxDOT and 
these entities, their disclosures and, as appropriate, financial balances associated with the outstanding bonds are included in 
this report. 

 

Miscellaneous Bond Information 
(Amounts in Thousands)

Bonds Issued 

to Date

GOVERNMENTAL ACTIVITIES
General Obligation Bonds
   Texas Mobility Fund
     Series 2006-B Variable Rate Bonds $ 150,000 12/13/2006 2036 2036 **
     Series 2008 Fixed Rate Bonds* 1,100,000 02/28/2008 4.00% 5.00% 2009 2037 04/01/2018
     Series 2009-A Taxable Fixed Rate Bonds 1,208,495 08/26/2009 5.37% 5.52% 2029 2039 **
     Series 2014 Fixed Rate Refunding Bonds 973,775 07/02/2014 4.00% 5.00% 2016 2034 04/01/2024
     Series 2014-A Fixed Rate and Refunding Bonds 1,580,160 12/18/2014 4.00% 5.00% 2017 2044 10/01/2024
     Series 2014-B SIFMA Bonds 250,000 12/18/2014 2041 2041 04/01/2018
     Series 2015-A Fixed Rate Refunding Bonds 911,360 09/30/2015 3.20% 5.00% 2018 2036 10/01/2025
     Series 2015-B Fixed Rate Refunding Bonds 254,105 10/07/2015 5.00% 5.00% 2031 2036 10/01/2025
     Series 2017-A Fixed Rate Refunding Bonds 296,020 02/01/2017 5.00% 5.00% 2030 2034 10/01/2027
     Series 2017-B Fixed Rate Refunding Bonds 474,135 02/01/2017 5.00% 5.00% 2029 2036 10/01/2027
   Texas Highway Improvement 
     Series 2010-A Taxable Fixed Rate Bonds 815,420 09/29/2010 3.20% 4.68% 2019 2040 **
     Series 2010-B Fixed Rate Bonds* 162,390 09/29/2010 2.00% 5.00% 2012 2018 n/a
     Series 2012-A Fixed Rate Bonds 818,635 12/18/2012 5.00% 5.00% 2019 2042 04/01/2022
     Series 2012-B Taxable Fixed Rate Bonds 99,570 12/18/2012 0.30% 1.50% 2014 2019 n/a
     Series 2014 Fixed Rate Bonds 1,260,000 10/15/2014 2.00% 5.00% 2015 2044 04/01/2024
     Series 2016 Fixed Rate Bonds 615,000 05/04/2016 5.00% 5.00% 2017 2046 04/01/2026
     Series 2016-A Fixed Rate Bonds 588,755 11/02/2016 4.00% 5.00% 2018 2046 04/01/2026
Revenue Bonds
   State Highway Fund
     Series 2008 Fixed Rate Bonds 162,995 08/19/2008 3.50% 5.25% 2010 2028 04/01/2018
     Series 2010 Taxable Fixed Rate Bonds 1,500,000 08/05/2010 5.03% 5.18% 2026 2030 **
     Series 2014-A Fixed Rate and Refunding Bonds 1,157,795 04/02/2014 4.75% 5.00% 2017 2034 04/01/2024
     Series 2014-B1 Variable Rate Bonds 150,000 04/03/2017 2032 2032 **
     Series 2014-B2 LIBOR Bonds 150,000 04/03/2017 2032 2032 **
     Series 2015 Fixed Rate Refunding Bonds 781,080 07/22/2015 3.00% 5.00% 2017 2026 n/a
     Series 2016-A Fixed Rate Bonds 601,210 10/26/2016 3.00% 5.00% 2017 2030 10/01/2026
     Series 2016-B Hard Put Refunding Bonds 89,370 10/26/2016 4.00% 4.00% 2025 2026 10/01/2021

    Governmental Activities Total $ 16,150,270 

First Call 
Date Interest Rates 

variable

variable

Maturities

First 
Year

Last 
YearDescription of Issue Date 

Issued

Range of

variable
variable

** Bonds are subject to redemption prior to their respective maturities at the option of the Commission.
*These bonds are not outstanding as of 08/31/2018.
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Miscellaneous Bond Information (Concluded)
(Amounts in Thousands)

Bonds Issued 

to Date

BUSINESS-TYPE ACTIVITIES
Revenue Bonds
Central Texas Turnpike System
First Tier Revenue Bonds Series 2002-A
  Non-Callable Capital Appreciation Bonds*** $ 653,180 08/29/2002 4.47% 5.75% 2012 2030 n/a
  Callable Capital Appreciation Bonds* 325,494 08/29/2002 6.00% 6.10% 2025 2038 08/15/2012
First Tier Revenue Refunding Bonds, Series 2012-A 585,330 11/27/2012 4.00% 5.00% 2038 2041 08/15/2022

First Tier Revenue Refunding Put Bonds, Series 2015-A 225,000 02/04/2015 5.00% 5.00% 2041 2042 04/01/2020

First Tier Revenue Refunding Bonds, Series 2015-B 198,025 02/04/2015 5.00% 5.00% 2032 2037 08/15/2024
First Tier Revenue Refunding Bonds, Series 2015-B 
Capital Appreciation Bonds

108,099 02/04/2015 4.36% 4.38% 2036 2037 08/15/2024

Second Tier Revenue Refunding Bonds, Series 2015-C 1,157,320 02/04/2015 5.00% 5.00% 2022 2042 08/15/2024

Grand Parkway Transportation Corporation 

  First Tier Revenue Bonds, Series 2013-A 200,000 08/01/2013 5.13% 5.50% 2031 2053 10/01/2023
  Subordinate Tier Toll Revenue Bonds, Series 2013-B
      Convertible Capital Appreciation Bonds*** 368,100 08/01/2013 4.95% 5.85% 2029 2048 10/01/2028
      Current Interest Bonds 1,137,935 08/01/2013 5.00% 5.25% 2048 2053 10/01/2023
   Subordinate Tier Toll Revenue Bonds, Series 2013-E 361,810 08/01/2013 5.18% 5.18% 2036 2042 **
   Subordinate Tier Toll Revenue Bonds, Series 2016 83,775 12/07/2016 2.20% 2.20% 2023 2023 n/a
   Subordinate Tier Toll Revenue Bonds, Series 2018-A 712,100 05/30/2018 5.00% 5.00% 2030 2048 04/01/2028
   Subordinate Tier Toll Revenue Bonds, Series 2018-B 166,525 05/30/2018 5.00% 5.00% 2049 2052 10/01/2023
Business-Type Activities Total 6,282,693 
Total $ 22,432,963 

*** Bonds issued to date include interest accreted to principal.
** Bonds are subject to redemption prior to their respective maturities at the option of the Commission.
*These bonds are not outstanding as of 08/31/2018.

First Call 
Date Interest Rates 

Maturities

Description of Issue Date 
Issued

Range of First 
Year

Last 
Year

Changes in Bonds Payable
For the Fiscal Year Ended August 31, 2018  (Amounts in Thousands)

Description

   Bonds 
Outstanding 

8/31/2017 Adjustments*
Bonds 

Issued**

 Bonds 
Matured or 

Retired

Bonds 
Refunded or 
Extinguished

   Bonds 
Outstanding 

8/31/2018 

Due 
Within 

One Year

Governmental Activities:
General Obligation Bonds $ 11,247,275   $ (79,587)         $ -                   $ (196,330)   $ -                    $ 10,971,358   $ 287,947   
Revenue Bonds 4,732,778     (46,923)         -                   (215,675)   -                    4,470,180     268,420   

Total Governmental Activities 15,980,053   (126,510)       -                   (412,005)   -                    15,441,538   556,367   

Business-Type Activities:
Revenue Bonds 5,088,789     102,294        930,097       (14,225)     -                    6,106,955     36,755     

Total $ 21,068,842   $ (24,216)         $ 930,097       $ (426,230)   $ 0 $ 21,548,493   $ 593,122   

** Includes current year amortization of accretion.

*Includes current year amortization of premiums and discounts.
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General Obligation Bonds – General Comments 
 
 The Texas Constitution authorizes the Commission to issue general obligation bonds backed by the full faith and credit 
of the state. As of Aug. 31, 2018, two general obligation bond programs are active. All general obligation bond issuances 
must be approved by the Texas Bond Review Board prior to issuance.  The purpose and the sources for the repayment of debt 
service for each program are summarized as follows.  
 
Texas Mobility Fund General Obligation Bond Program 

Texas Constitution, Article III, Section 49-k and Transportation Code, Chapter 201, Subchapter M authorize the 
Commission to issue general obligation bonds payable from a pledge of and lien on all or part of the money in the Mobility 
Fund. The Mobility Fund bonds are designed to be self-supporting, but the full faith and credit of the state is pledged in the 
event the revenue and money dedicated to the Mobility Fund is insufficient to pay debt service on the bonds.  As of Aug. 31, 
2018, major sources of pledged revenue to the Mobility Fund include driver license fees, motor vehicle inspection fees, 
certificate of title fees and driver record information fees. 

 
 The issuance of Mobility Fund bonds is subject to debt service coverage requirements.  Prior to a Mobility Fund debt 
issuance, the Texas Comptroller of Public Accounts must certify that there will be sufficient future resources on deposit in 
the Mobility Fund to ensure 110 percent coverage of debt service requirements during the period that the debt will be 
outstanding.  Subject to the debt service coverage requirement, the Mobility Fund constitutional provision does not limit the 
amount of obligations that may be issued under the program.  The Mobility Fund program is currently established in the 
aggregate principal amount of $7.5 billion outstanding at any one time.  House Bill 122, which was enacted during the 
regular session of the 84th Legislature and became effective on June 10, 2015, amends the authority to provide that no 
additional program obligations may be issued or incurred after Jan. 1, 2015, except for obligations issued to refund 
outstanding obligations to provide savings or to renew or replace credit agreements relating to outstanding variable rate 
obligations.  Additionally, HB 122 provides that money in the Mobility Fund, in excess of amounts required by the 
proceedings authorizing obligations and credit agreements to be retained on deposit, may not be used for toll roads.  

 Bond proceeds are to be used for the purpose of refunding existing bonds and related credit agreements, creating reserves 
for payment of bonds and related credit agreements, paying bond issuance costs and paying interest on the bonds and related 
credit agreements.   

Texas Highway Improvement General Obligation Bond Program (Proposition 12) 
 
 Texas Constitution, Article III, Section 49-p and Transportation Code, Section 222.004, authorizes the Commission to 
issue general obligation bonds of the state of Texas for the costs of highway improvement projects including construction, 
reconstruction, design, the acquisition of right-of-way, the costs of administering the highway improvement projects and the 
costs of issuing the bonds.   These bonds are not self-supporting and are considered a general obligation of the state of Texas. 
As of Aug. 31, 2018, the Commission has issued $5.0 billion under the Texas highway improvement general obligation bond 
program. 
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Revenue Bonds – General Comments 

  The Texas Constitution and Transportation Code authorize the Commission to issue revenue bonds backed by 
pledged revenue sources and restricted funds. The active revenue bond programs of TxDOT and the Grand Parkway 
Transportation Corporation are summarized as follows.  

State Highway Fund Revenue Bond Program (Proposition 14) 

 Texas Constitution, Article III, Section 49-n and Transportation Code, Section 222.003 authorizes the Commission to 
issue revenue bonds to finance highway improvement projects.  The bonds are payable from pledged revenues deposited to 
the credit of the state highway fund, including dedicated taxes, dedicated federal revenues and amounts collected or received 
pursuant to other state highway fund revenue laws and any interest or earning from the investment of these funds. As of Aug. 
31, 2018, the Commission has issued $6.0 billion under the state highway fund revenue bond program. 

 

Debt Service Requirements – Governmental Activities
General Obligation Bonds   (Amounts in Thousands)

Year Principal Interest Total
2019 $ 211,010 $ 473,150 $ 684,160
2020 223,915 463,120 687,035
2021 237,925 452,067 689,992
2022 252,760 440,307 693,067
2023 268,485 427,742 696,227
2024-2028 1,612,570 1,919,029 3,531,599
2029-2033 2,087,240 1,471,131 3,558,371
2034-2038 2,732,035 925,441 3,657,476
2039-2043 1,784,730 301,869 2,086,599
2044-2048 490,535 29,152 519,687

9,901,205 6,903,008 16,804,213
Premium 1,070,153 0 1,070,153
Total $ 10,971,358 $ 6,903,008 $ 17,874,366

Debt Service Requirements – Governmental Activities
  Revenue Bonds (Amounts in Thousands)

State Highway Fund
Year  Principal Interest Total

2019 $ 225,500 $ 197,705 $ 423,205
2020 236,580 186,680 423,260
2021 248,615 174,650 423,265
2022 260,480 162,775 423,255
2023 271,155 152,104 423,259
2024-2028 1,558,975 542,292 2,101,267
2029-2033 1,227,795 165,323 1,393,118
2034-2038 173,205 8,660 181,865

4,202,305 1,590,189 5,792,494
Premium 267,875 267,875
Total $ 4,470,180 $ 1,590,189 $ 6,060,369
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Central Texas Turnpike System Revenue Bond Program 
  

Transportation Code, Chapter 228 Subchapter C authorizes the Commission to issue revenue bonds to pay a portion of 
the costs of planning, designing, engineering, developing and constructing the Central Texas Turnpike System (CTTS) 
located in the greater Austin metropolitan area in Travis and Williamson counties.  The bonds are payable from and secured 
solely by a first and second lien on, as applicable, and pledge of the trust estate.  The trust estate consists of all project 
revenues and investment earnings.  Neither the state, the Commission, TxDOT, nor any other agency or political subdivision 
of the state, is obligated to pay the debt service on the CTTS revenue bonds. 

 
Grand Parkway System Toll Revenue Bond Program 
 
 Transportation Code, Chapter 431 authorizes the creation of the Grand Parkway Transportation Corporation, a public, 
non-profit Texas corporation created by the Commission to act on behalf of the Commission to finance, build and operate 
certain segments of State Highway 99 (the “Grand Parkway Project”) in the greater Houston area.  In March 2012, the 
Commission adopted a resolution creating the Grand Parkway Transportation Corporation (GPTC).  GPTC is authorized to 
assist and act on behalf of the Commission in the development, financing, design, construction, reconstruction, expansion, 
operation and/or maintenance of the Grand Parkway toll project.  The bond obligations are payable from tolls and other 
revenues of the GPTC held by the trustee.  Neither the state, the Commission, nor any other agency or political subdivision of 
the state is obligated to pay the debt service on the GPTC bonds.  

 
 
 
 
 
 
 
 
 
 
 

Debt Service Requirements – Business-Type Activities
Revenue Bonds  (Amounts in Thousands)

Year Principal Interest Total
2019 $ 20,365 $ 233,537 $ 253,902
2020 26,715 240,737 267,452
2021 36,480 240,737 277,217
2022 45,350 240,737 286,087
2023 54,315 240,627 294,942
2024-2028 510,470 1,313,160 1,823,630
2029-2033 719,980 1,286,910 2,006,890
2034-2038 1,296,655 1,077,537 2,374,192
2039-2043 1,502,520 738,630 2,241,150
2044-2048 594,915 474,477 1,069,392
2049-2053 1,492,455 246,221 1,738,676

6,300,220 6,333,310 12,633,530
Accretion (513,325) (513,325)
Premium 337,043 337,043
Discount (16,983) (16,983)

Total $ 6,106,955 $ 6,333,310 $ 12,440,265
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Pledged Future Revenues  
 

Pledged revenues are those specific revenues that are formally committed to directly secure the payment of bond debt 
service.  The table that follows provides information on pledged revenue and pledged future revenue of the self-supporting 
general obligation and revenue bonds. 
 

 

Pledged Future Revenue
(Amounts in Thousands)

Texas Mobility 
Fund General 

Obligation 
Bonds

State Highway 
Fund Revenue 

Bonds

Central Texas 
Turnpike 
System

Grand 
Parkway 

Transportation 
Corporation

     
Principal and Interest on Existing Bonds 10,309,466$       5,792,493$         5,166,917$         7,466,613$         
Term of Commitment Year Ending Aug. 31 2045 2034 2042 2053
Percentage of Revenue Pledged 100% 100% 95.01% 99.04%
Current Year Pledged Revenue 485,219$            8,406,613$         * 224,100$            186,488$            
Current Year Principal and Interest Paid 357,391$            421,902$            121,276$            89,755$              

* Includes pledged revenue of other state agencies using the state highway fund.

Governmental Activities Business-Type Activities
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Build America Bonds 

 The American Recovery and Reinvestment Act of 2009 granted municipal debt issuers access to a broader investor base 
in the taxable market by providing a federal interest rate subsidy payment to offset debt service costs through the Build 
America Bonds (BABs) program.  Direct Payment BABs provide a federal reimbursement to TxDOT equal to 35 percent of 
the interest paid on the bonds.  

 As a result of budget sequestration, the federal government reduced subsidy payments for BABs by 6.6 percent effective 
Oct. 1, 2017 through Sept. 30, 2018 for BAB subsidy payments paid in federal fiscal year 2018.  See the table below for 
details on the Commission’s Direct Payment BABs outstanding at Aug. 31, 2018.   

 
Variable Rate Bonds 
 
  The Commission and GPTC have four variable rate bond issues outstanding at Aug. 31, 2018.  The interest rates in 
effect as of Aug. 31, 2018 for the Texas Mobility Fund Series 2006-B, Texas Mobility Fund Series 2014-B, State Highway 
Fund Series 2014-B1 and State Highway Fund Series 2014-B2 used to calculate the debt service requirements were 1.57, 
1.94, 1.56, and 2.28 percent, respectively.  These rates reset every seven days, except for the State Highway Fund Series 
2014-B2 bonds which resets monthly. 

Variable Rate Put Bonds 

 The Commission has two variable rate put bond issues outstanding, the Texas Mobility Fund Series 2014-B bonds and 
the State Highway Fund Series 2014-B2 bonds. The Texas Mobility Fund Series 2014-B bonds bear interest at the initial 
index floating rate determined weekly.  The State Highway Fund Series 2014-B2 bonds bear interest at the index floating rate 
determined monthly.  Both are subject to mandatory tender for purchase on the mandatory tender date as specified in each 
award certificate.  Neither is subject to optional tender prior to the mandatory tender date.  

 The Commission has not provided any credit or liquidity facility for the payment of the purchase price of the bonds 
payable upon the mandatory tender date for either bond issue.  For the Texas Mobility Fund Series 2014- B bonds, the 
Commission expects to either redeem or remarket the bonds.  The obligation of the Commission to purchase the Texas 
Mobility Fund Series 2014-B bonds on the mandatory tender date is subject to the successful remarketing of such Texas 
Mobility Fund Series 2014-B bonds and a failed conversion and remarketing will not constitute an event of default.  The 
Commission has no obligation to purchase Texas Mobility Fund Series 2014- B bonds except from remarketing proceeds.  If 
the Texas Mobility Fund Series 2014- B bonds are not remarketed or refunded on the mandatory tender date, the bonds will 
bear interest at the stepped coupon rate of 8.0 percent per annum from the mandatory tender date until purchased or 
redeemed.  

 For the State Highway Fund Series 2014-B2 bonds, the Commission expects to either redeem or remarket the bonds.  The 
obligation of the Commission to purchase the State Highway Fund Series 2014-B2 bonds on the mandatory tender date is 
subject to the successful remarketing of such State Highway Fund Series 2014-B2 bonds and a failed conversion and 
remarketing will not constitute an event of default.  The Commission has no obligation to purchase the State Highway Fund 
Series 2014-B2 bonds except from remarketing proceeds.  If the State Highway Fund Series 2014-B2 bonds are not 

Direct Payment Build America Bonds (Amounts in Thousands)
Issue Date Par Amount

 
Outstanding 

Governmental Activities
General Obligation Bonds
     Texas Mobility Fund Series 2009-A 8/26/2009 $ 1,208,495 $ 1,208,495
     Texas Highway Improvement Bonds Series 2010-A 9/29/2010 815,420 815,420
Revenue Bonds
   State Highway Fund Series 2010 8/05/2010 1,500,000 1,500,000
Governmental Activities Total $ 3,523,915 $ 3,523,915
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remarketed or refunded on the mandatory tender date, the bonds will bear interest at 8.0 percent per annum from the 
mandatory tender date until purchased or redeemed.  

Fixed Rate Put Bonds 

 The Commission has two fixed rate put bond issues outstanding, the State Highway Fund Series 2016-B bonds and the 
Central Texas Turnpike System Series 2015-A bonds.  Both bonds were issued in a multiannual rate mode.  Both are subject 
to mandatory tender for purchase on the initial mandatory tender date.  Neither is subject to optional tender prior to the 
mandatory tender date. 

 The Commission has not provided any credit or liquidity facility for the payment of the purchase price of the bonds 
payable upon the mandatory tender date for either bond.  For the State Highway Fund Series 2016-B bonds, the Commission 
is obligated to pay the purchase price of all tendered 2016-B bonds on the mandatory tender date from the remarketing 
proceeds, pledged revenues, or any combination thereof.  Failure to do so constitutes an event of default. 

 For the Central Texas Turnpike System Series 2015-A bonds, the principal portion of the purchase price is expected to be 
obtained from the remarketing thereof.  The obligation of the Commission to purchase the 2015-A bonds on the mandatory 
tender date is subject to the successful remarketing of such 2015-A bonds and a failed conversion and remarketing will not 
constitute an event of default.  The Commission has no obligation to purchase the Central Texas Turnpike System Series 
2015-A bonds except from remarketing proceeds.  If the Series 2015-A bonds are not remarketed or refunded on the 
mandatory tender date, the bonds will bear interest at the stepped coupon rate of 8 percent per annum from the mandatory 
tender date until purchased or redeemed.  

 
Demand Bonds 
 
 The Texas Mobility Fund Series 2006-B and the State Highway Fund Series 2014-B1 variable rate bonds are demand 
bonds.  A bond holder may tender any of these bonds for repurchase prior to maturity at a price equal to principal plus 
accrued interest.  Any bonds so tendered will be purchased either by the proceeds of the remarketing of such bonds or, if not 
successfully remarketed, from amounts drawn under the standby bond purchase agreements.  The following tables provide 
details for outstanding demand bonds and the related standby bond purchase agreements as of Aug. 31, 2018.   

Put Bonds (Amounts in Thousands)

Description of Issue
Mandatory 

Tender Date Initial Rate
Initial Period 

Interest Stepped Coupon Rate

Stepped 
Rate Period 

Interest1

Governmental Activities
  General Obligation Bonds

Texas Mobility Fund
Series 2014-B 10/01/2018 SIFMA + 0.38% Variable2 8.00% per annum 20,000$         

  Revenue Bonds
State Highway Fund

Series 2014-B2 04/01/2022 LIBOR * 77% + .68% Variable3 Base Rate + 1% per annum⁵ 12,000$         
Series 2016-B 10/01/2021 4.00% per annum⁴ 3,575$              None⁶ n/a

Business-Type Activities
  Central Texas Turnpike System:

First Tier Revenue Put Bonds
Series 2015-A 04/01/2020 5.00% per annum⁴ 11,250$            8.00% per annum 18,000$         

           
1 Assumes a full year of interest
2 Index Floating Rate Mode/resets weekly
3 Index Floating Rate Mode/resets monthly
⁴ Multiannual Mode
⁵ Base Rate is 7.0% at Aug. 31, 2018
⁶ The Commission is obligated to pay the purchase price of all tendered bonds on the Mandatory Tender Date.
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 The Texas Mobility Fund Series 2006-B bonds are subject to a standby bond purchase liquidity agreement (agreement) 
with the Texas Comptroller of Public Accounts (Comptroller).  The agreement provides terms to be negotiated and mutually 
agreed upon by TxDOT and the Comptroller upon need for the Comptroller to purchase bonds put but that the remarketing 
agent cannot resell timely to new investors.  In that case, TxDOT would pay interest to the Comptroller based on the existing 
debt service schedule for the Series 2006-B bonds. 
 
 The agreement was made pursuant to powers granted to Comptroller under Texas Government Code Sec. 404.027.  The 
agreement provides protection to prevent an unplanned draw on current financial resources of the Texas Mobility Fund.  The 
agreement is subject to renewal on an ongoing basis. 
 
 For fiscal 2018, the Trustee did not draw from the Comptroller related to the Series 2006-B demand bonds.   
 
 The standby bond purchase agreement for the State Highway Fund Series 2014-B1 contains takeout provisions, which 
provide an alternative debt instrument to replace any repurchased bonds that are not remarketed within the prescribed time 
constraints.  Outstanding principal balances on variable rate demand bonds that have take-out provisions in place may be 
classified as non-current liabilities.  The table shown below provides the estimated impact of such an event.  
 

 
 

 

 

Demand Bonds – Standby Bond Purchase Agreement Provisions

Governmental Activities
Principal Balance 

Outstanding Counterparties
Annual 

Liquidity Fee

Agreement 
Termination 

Date
General Obligation Bonds

Texas Mobility Fund
Series 2006-B

$150,000 Texas Comptroller of Public Accounts 0.12% 8/31/2019

Revenue Bonds
State Highway Fund

Series 2014-B1 150,000 Sumitomo Mitsui Banking Corporation 0.3% - 3.0%* 4/01/2022

TOTAL $300,000

* Dependent on credit ratings of the bonds.

Demand Bonds – Takeout Provisions  (Amounts in Thousands)

 Estimated 
Debt Service   Rate Basis Replacement Debt Terms

  Revenue Bonds
State Highway Fund

Series 2014-B1 $ 174,934          9.50% Base Rate + 2% Semi-annual payments over three years (or 
sooner under certain termination events) 
starting on the first day of the sixth month of 
that period.

Total $ 174,934          

Governmental Activities
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 Defeased Bonds 

 The Commission defeased various bond issues by placing funds and securities in irrevocable trusts with external 
financial institutions to provide for all future debt service payments on the bonds through the earlier of the maturity date or 
the first call date.  As of Aug. 31, 2018, the amounts of defeased bonds, at par, that remain outstanding are presented in the 
table below. 

 
Conduit Debt Private Activity Bond Program 
  
 Transportation Code, Chapter 431 provides the authority for transportation corporations to issue bonds. The Texas 
Private Activity Bond Surface Transportation Corporation (TxPABST), a Texas public non-profit corporation blended 
component unit, has issued private activity bonds to finance costs related to the construction of the LBJ Interstate Highway 
635 managed lanes, located in Dallas County, certain segments of the North Tarrant Express Facility in Tarrant County and 
the SH 288 toll lanes project in Harris County.  

  The proceeds from TxPABST bonds were loaned to LBJ Infrastructure Group LLC, NTE Mobility Partners LLC, NTE 
Mobility Partners Segments 3 LLC and Blueridge Transportation Group, LLC to finance costs related to the planning, 
development, design and construction of these transportation projects. These bonds are special limited obligations of 
TxPABST, payable solely from and secured by loan and interest repayments from the borrowers. The bonds do not constitute 
a debt or pledge of the faith and credit of TxPABST, TxDOT or the state of Texas. As of Aug. 31, 2018, TxPABST private 
activity revenue bonds outstanding aggregated $1.6 billion. The debt service schedule for the outstanding TxPABST conduit 
debt is disclosed below.  

 

Defeased Bonds Outstanding (Amount in Thousands)

Description Par Value
Business-Type Activities

Revenue Bonds
Central Texas Turnpike System Capital Appreciation Bonds $ 65,456 *

Business-Type Activities Total 65,456

Total $ 65,456
* Includes $37,861 of accreted interest.

Conduit Debt Obligations - Miscellaneous Information (Amounts in Thousands)

NTE Mobility 
Partners LLC North 

Tarrant Express 
Managed Lanes 

Project

LBJ Infrastructure 
Group LLC IH-635 

Managed Lanes 
Project

NTE Mobility Partners 
Segments 3 LLC 

Segments 3A and 3B 
Facility

Blueridge 
Transportation Group, 
LLC SH 288 Toll Lanes 

Project
Series 2009 Series 2010 Series 2013 Series 2016

Bonds Issued  $                     400,000  $                  615,000  $                        274,030  $                        272,635 
Date Issued 12/17/2009 06/22/2010 09/19/2013 05/09/2016
Range of  Interest Rates 6.88% - 7.50% 7.00% - 7.50% 6.75% - 7.00% 5.00%
Maturities (First Year - Last Year) 2031 - 2039 2032 - 2040 2038 - 2043 2036 - 2055
First Call Date 12/31/2019 06/30/2020 09/01/2023 12/31/2025
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NOTE 7– LEASES  
 
Operating Leases 
 

To minimize long-term costs, and to ensure future availability of essential services, TxDOT, in routine transactions, 
enters into leases which extend beyond a single fiscal year.  Rental expenditures for operating leases reported in the state 
highway fund was $32.2 million in 2018.  

The following table presents future minimum lease rental payments under non-cancelable operating leases having an 
initial term in excess of one year as of August 31, 2018. 

                                        

Conduit Debt Obligations – Debt Service (Amounts in Thousands)
TxPABST Bonds – Conduit Debt
Year Principal     Interest         Total
2019 $ $ 104,081                $ 104,081                     
2020 104,081                104,081                     
2021 104,081                104,081                     
2022 104,081                104,081                     
2023 104,081                104,081                     
2024-2028 520,405                520,405                     
2029-2033 234,660                497,621                732,281                     
2034-2038 652,690                335,857                988,547                     
2039-2043 472,765                109,986                582,751                     
2044-2048 66,085                  43,290                   109,375                     
2049-2053 84,620                  24,778                   109,398                     
2054-2057 50,845                  3,877                     54,722                       

1,561,665             2,056,219             3,617,884                  
Premium 30,239                  30,239                       
Discount (15,502)                 (15,502)                      
Total $ 1,576,402             $ 2,056,219             $ 3,632,621                  

                                                                   

2019  $                                  7,243 
2020 6,766
2021 4,636
2022 3,807
2023 2,287

2024-2028 5,809
Total  $                                30,548 

Fiscal Year Total Operating Leases

Noncancelable Operating Lease Obligations
(Amounts in Thousands)
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NOTE 8 – EMPLOYEES’ RETIREMENT PLAN  

Employees of the Texas Department of Transportation (TxDOT) are under the coverage of the Employees Retirement 
System of Texas Plan (ERS Plan), which is considered a single employer defined benefit plan under GASB Statement 68.  

The defined benefit provisions of the ERS Plan are authorized by state law and may be amended by the Legislature. The 
monthly benefit may vary by membership class. 

The monthly standard annuity of the employee class is determined by a statutory percentage of 2.3 percent of a 
member’s average monthly compensation multiplied by number of years of service credit.  The average monthly 
compensation of the employee class may vary depending on the hire date.  For members hired on or before Aug. 31, 2009, 
the average monthly compensation is the average of the highest 36 months of compensation.  For members hired on or after 
Sept. 1, 2009 and before Sept. 1, 2013, the average monthly compensation is the average of the highest 48 months of 
compensation.  For members hired on or after Sept. 1, 2013, the average monthly compensation is the average of highest 60 
months of compensation. 

The monthly standard annuity of the elected class equals the statutory percentage of 2.3 percent of the current state salary 

of a district judge multiplied by the number of years of service credit.  Retirement benefits are automatically adjusted as state 

judicial salaries change.   

The ERS plan’s membership as of the measurement date of Aug. 31, 2017 is presented in the table below: 

Texas Department of Transportation's Membership

Retirees and Beneficiaries Currently Receiving Benefits 14,203

Terminated Employees Entitled to Benefits But Not Yet Receiving Them 5,731

Current Employees - Vested and Non-Vested 11,812

Total Members 31,746

 
The contribution rates for the state and the members for the ERS plan for the measurement period of fiscal 2017 are 

presented as follows: 

Required Contribution Rates

Elected Elected Elected Elected
Fiscal Employee Class – Class – Employee Class – Class –
Year Plan Class Legislators Other Class Legislators Other

2014 ERS 8.00% 8.00% 8.00% 6.60% 8.00% 6.60%

2015 ERS 8.00% 8.00% 8.00% 6.90% 8.00% 6.90%

2016 ERS 10.00% 10.00% 10.00% 9.50% 9.50% 9.50%

2017 ERS 10.00% 10.00% 10.00% 9.50% 9.50% 9.50%

2018 ERS 10.00% 10.00% 10.00% 9.50% 9.50% 9.50%

Employer Members
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The amount of TxDOT’s contributions recognized by the ERS plan during the fiscal 2017 measurement period was 
$63.7 million.  TxDOT must report its 9.09 percent proportionate share of the State of Texas contributions. 

The total pension liability, net pension liability, and certain sensitivity information shown in this report are based on an 
actuarial valuation performed as of Aug. 31, 2017.  The table below presents the actuarial methods and assumptions used to 
measure the total pension liability as of Aug. 31, 2017 the measurement date: 

Actuarial Valuation Date August 31, 2017
Actuarial Cost Method Entry Age Normal
Amortization Method Level Percent of Payroll, Open
Actuarial Assumptions: 
   Discount Rate 5.36%
   Investment Rate of Return 7.5%
   Inflation 2.5%
   Salary Increase 2.5% to 9.3%
Mortality The mortality rates for active members and disability retirees are 

based on RP-2014 Active Member Mortality tables with 
generational mortality improvements projected from the year 
2014, which is based on the most recent Ultimate MP scale.  The 
mortality rates for service retirees and beneficiaries are based on 
the 2017 State Retirees of Texas Mortality tables with 
generational mortality improvements projected from the year 
2017, which is based on the most recent Ultimate MP scale. 

Cost-of-living Adjustments None-Employee
2.75%-Elected

ERS Plan

 
Changes in the assumptions since the previous are described as follows: 

• Decrease the investment return assumption from 8.00% to 7.50%; 
• Decrease the inflation assumption from 3.50% to 2.50%; 
• Establish a general wage inflation assumption of 0.50% above inflation, or 3.00%; 
• Mortality Assumptions updated from 1994 Group Annuity Mortality table to most recently published national 

tables, RP-2014 Mortality Tables for employees and disability retirees; 
• Modified the application of Entry Age Normal (EAN) actuarial cost method from Ultimate EAN, the normal 

cost rate based on the benefits payable to a new member and the entry age characteristics of the current active 
membership, to Individual EAN which bases the normal cost rate on benefits payable to each individual active 
member.   
 

A single discount rate of 5.36 percent was applied to measure the total pension liability.  The 5.36 percent discount rate 
incorporated a 7.5 percent long-term expected rate of return on pension plan investments and 3.42 percent 20-year municipal 
bond rate based on Fidelity Index’s “20-Year Municipal GO AA Index”.  The long-term expected investment rate of return 
was applied to projected benefit payments through fiscal 2047 and the municipal bond rate was applied to all benefit 
payments thereafter. 

 
The projections of cash flows used to determine this single discount rate assumed that plan member and employer 

contributions will be made at the current statutory levels and remain a level percentage of payroll.  The projected cash flows 
from the employers are based on contributions for the most recent five year period as of the measurement date, adjusted on 
consideration of subsequent events.  There have been indicators of the Legislature’s commitment to increase funding for the 
pension fund.  The Legislature passed House Bill No. 9 in the 84th legislative session during fiscal 2015 to increase the 
member contribution rates for fiscal 2016 and 2017.  The state contribution rates also increased as the result of this legislative 
session.  The Legislature also maintained some changes made by Senate Bill 1459 in the 83rd legislative session.   
Considering these above events, the projected employer contributions are based on fiscal 2017 funding level.  

The long-term expected rate of return on plan investments was developed using a building-block method with 
assumptions including asset class of investment portfolio, target allocation, real rate of return on investments, and inflation 
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factor.  Under this method, best estimate ranges of expected future real rates of return (net of investment expense and 
inflation) are developed for each major asset class.  These ranges are combined to produce the long-term expected rate of 
return by weighing the expected future real rates of return by the target asset allocation percentage and by adding expected 
inflation.   

The target allocation and best estimates of arithmetic real rates of return for each major asset class for the plan’s 
investment portfolio are presented as follows: 

 

Asset Class Target Allocation

Long-Term Expected 
Arithmetic Real Rate of 

Return
Global Equity 55% 4.57%
Global Credit 10% 0.29%
Intermediate Treasuries 15% 0.33%
Real Estate 10% 0.53%
Infrastructure 4% 0.29%
Hedge Funds 5% 0.40%
Cash 1% 0.00%
Total 100%

 
Sensitivity analysis was performed on the impact of changes in the discount rate on the proportionate share of TxDOT’s 

net pension liability.  The result of the analysis is presented in the table below: 

Sensitivity of TxDOT's Proportionate Share of Net Pension Liability to Changes Discount Rate
(Amounts in Thousands)

1% Decrease Current Discount Rate 1% Increase 
ERS Plan Discount Rate 4.36% 5.36% 6.36%
Net Pension Liability $2,591,547 $1,988,386 $1,452,579

 
Amounts in this schedule are based on collective amounts for the state of Texas. TxDOT reports its proportionate share 

of the collective amounts. 
 
The pension plan’s fiduciary net position is determined using economic resources measurement focus and the accrual 

basis of accounting, which is the same basis used by the Employees Retirement System.  Benefits and refunds of 
contributions are recognized when due and payable in accordance with the terms of the plan.  Investments of the pension trust 
fund are reported at fair value in accordance with GASB Statement No. 31 and 67.  The fair value of investments is based on 
published market prices and quotations from major investment brokers at available current exchange rates.  However, 
corporate bonds in general are valued based on currently available yields of comparable securities by issuers with similar 
credit ratings.  Employees Retirement System issues stand-alone audited Comprehensive Annual Financial Report (CAFR).  
More detailed information on the plan’s investment valuation, investment policy, assets, and fiduciary net position may be 
obtained from ERS’ fiscal 2017 CAFR: 

 
Employees Retirement System of Texas 
P. O. Box 13207 
Austin, Texas 78711-3207 
 
TxDOT’s total pension liability is based on an actuarial valuation performed as of Aug. 31, 2017.  For fiscal 2018 

reporting, the measurement date of TxDOT’s net pension liability is Aug. 31, 2017.  The schedule of changes in TxDOT’s 
net pension liability for the fiscal year ending Aug. 31, 2018 is presented below: 
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Schedule of Changes in Net Pension Liability
(Amounts in Thousands)

Total Pension                                
Liability                                         

(a)

Plan Fiduciary 
Net                          

Position                                 
(b)

Net Pension                                             
Liability                                 
(a) - (b)

Balances at 09/01/17 $ 4,229,968          $ 2,360,236          $ 1,869,732          

Changes for the year:
Service Cost 132,525 132,525
Interest 228,274 228,274
Differences between Expected and
   Actual  Experience 10,516 10,516
Assumption Changes 201,859 201,859
Benefit Payments and Refunds (208,148) (208,148) 0
Change in Proportional Percentage (73,016) (73,016)

Contributions-Employer 63,666 (63,666)
Contributions-Member 62,336 (62,336)
Net Investment Income 257,602 (257,602)
Administrative Expense (2,100) 2,100
Net Changes 292,010 173,356 118,654
Balances at 08/31/18 $ 4,521,978          $ 2,533,592          $ 1,988,386          

Increase (Decrease)

 
 
The change of discount rate is the assumption change during the current measurement period.  There have been no changes to 
benefit terms of the plan since the prior measurement date.  TxDOT’s proportion of the entire ERS plan was 9.09 percent in 
fiscal 2017; as compared to 9.46 percent in the prior measurement period.  

For the fiscal year ending Aug. 31, 2018, TxDOT recognized pension expense of $221.7 million.  At Aug. 31, 2018, TxDOT 
reported deferred outflows of resources and deferred inflows of resources from the following sources: 

Outstanding Deferred Outflows and Deferred Inflows at August 31, 2018
(Amounts in Thousands)

Deferred                                     
Outflows of               
Resources

Deferred                                         
Inflows of                              

Resources

Difference between Expected and Actual Experience $ 11,885                     $ 1,769                       
Changes in assumptions 322,975                   21,307                     
Net Difference between Projected and Actual Investment Return 9,687
Change in proportion and contribution 51,232
Contributions Subsequent to the Measurement Date 67,077
     Total $ 411,624                   $ 74,308                     

 
The $67.1 million reported as deferred outflows of resources resulting from contributions subsequent to the                       

measurement date will be recognized as a reduction in the net pension liability for the year ending Aug. 31, 2019.    

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension 
expense in the following years: 

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 73



Fiscal Year Ended August 31:
(Amounts in Thousands)*

2019 $ 171,538
2020 $ 109,711
2021 $ 5,585
2022 $ (16,595)
2023 $ 0

Thereafter $ 0

*Positive amounts indicate increase in pension expense;
negative amounts indicate decrease in pension expense.

 
NOTE 9 - DEFERRED COMPENSATION 

The state of Texas offers two deferred compensation plans to all state employees.  One was established in accordance 
with Internal Revenue Code, Section 457.  The second was established in accordance with Internal Revenue Code, Section 
401(k).  All costs of administering and funding these programs are the responsibility of plan participants. The assets of the 
two plans remain the property of the contributing employees and are not presented in the accompanying financial statements.  
TxDOT makes no contributions to either plan, the assets do not belong to TxDOT and TxDOT has no liability related to the 
plans. 
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NOTE 10 – POSTEMPLOYMENT HEALTH CARE AND LIFE INSURANCE BENEFITS 

Retirees are provided with postemployment healthcare, life and dental insurance benefits through the State Retiree Health Plan 
(SRHP).  The Employees Retirement System of Texas (ERS) is the administrator of SRHP, which is a cost sharing multiple-employer 
postemployment healthcare plan with a special funding situation. TxDOT reports its allocated proportional share of the SRHP in the 
TxDOT annual financial report.  This plan covers retired employees of the state, and other entities as specified by the State 
Legislature.  The benefit and contribution provisions of the SRHP are authorized by state law and may be amended by the Legislature.  
Benefits are provided to retirees through the Texas Employees Group Benefits Program as authorized by Texas Insurance Code, 
Chapter 1551.  Retirees must meet certain age and service requirements and have at least 10 years of service at retirement to 
participate in the plan.   

Surviving spouses and dependents of retirees are also covered by SRHP.  The plan does not provide automatic cost of living 
adjustments (COLAs).   

TxDOT’s ERS membership in SRHP as of the measurement date of Aug. 31, 2017 is presented in the table below: 

Active Members* 11,949
Inactive Members Currently 
  Receiving Benefit Payments** 12,523
Inactive Members Entitled to But Not
  Yet Receiving Benefit Payments 889
Total Members 25,361

*  Includes 323 retirees who receive the Opt-Out credit in lieu of health benefits.
** Includes return-to-work retirees and employees who have not yet satisfied the waiting period.

TxDOT Retiree Health Plan Membership

 

Contributions 

During the measurement period of 2017 for fiscal 2018 reporting, the amount of TxDOT’s contributions recognized by the OPEB 
plan was $104.5 million.  TxDOT does not contribute toward dental or optional life insurance.  Surviving spouses and their 
dependents do not receive any employer contribution.  The contribution requirements for the state and the members in the 
measurement period are presented in the table below: 

Employer Plan Member
Retiree Only $ 617.30 $ 0
Retiree & Spouse $ 970.98 $ 353.68
Retiree & Children $ 854.10 $ 236.80
Retiree & Family $ 1,207.78 $ 590.48

Employer Contribution Rates
Retiree Health and Basic Life Premium
For the Fiscal Year Ended August 31, 2017

ERS SRHP

 

The total OPEB liability is determined by the contribution rates and an annual actuarial valuation.  The table below presents the 
actuarial methods and assumptions used to measure the total OPEB liability as of the Aug. 31, 2017 measurement date.   
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Valuation Date August 31, 2017

Actuarial Cost Method Entry Age

Amotization Method Level Percent of Pay, Open

Remaining Amortization Period 30 Years

Asset Valuation Method Not applicable

Actuarial Assumptions:

  Discount Rate 3.51%

  Inflation 2.50%

  Projected Annual Salary Increase 2.50% to 9.50%

  Annual Healthcare Trend Rate 8.50% for FY 2019, decreasing 0.50% per year to 4.50% 
for FY 2027 and later years

  Aggregate Payroll Growth 3.00%

  Retirement Age Experience-based tables of rates that are specific to the 
class of employee

  Mortality-State Agency Members
Service Retirees, Survivors and Other Inactive Members:
2017 State Retirees of Texas mortality table with 1 year 
set forward for male members

Disabled Retirees:
RP-2014 Disabled Retiree Mortality with Ultimate MP 
Projection Scale projected from year 2014

Active Members:
RP-2014 Active Member Mortality tables with Ultimate 
MP Projection Scale from the year 2014

Ad hoc Postemployment Benefit Changes None

Actuarial Methods and Assumptions - OPEB - State Retiree Health Plan (SRHP)

 

The many actuarial assumptions used in the valuation were primarily based on the result of actuarial experience studies performed 
by the ERS retirement plan actuaries for the period Sept. 1, 2011 to Aug. 31, 2016.  The mortality rates were based on the tables 
identified in the table above titled Actuarial Methods and Assumptions.   

Benefit revisions have been adopted since the prior valuation.  The benefit changes for HealthSelect retirees and dependents for 
whom Medicare is not primary include: 

a. increase in the out-of-pocket cost applicable to services obtained at the free standing emergency facility.   
b. elimination of the copayment for virtual visits.  
c. copay reduction for Airrosti and for out of state participants and 
d. elimination of the deductible for in-network services and application of a copayment rather than coinsurance to certain 

services like primary care and specialist visits.   

The discount rate used to measure the total OPEB liability was the municipal bond rate of 3.51 percent as of the end of the 
measurement year and 2.84 percent as of the beginning of the measurement year.  Projected cash flows into the plan are equal to 
projected benefit payments out of the plan.  Since the plan operates on a pay-as-you-go basis and is not intended to accumulate assets, 
there is no long-term expected rate of return.  The investment rate of return used to calculate the projected earnings on OPEB 
investments was 2.84 percent.   
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Sensitivity analysis was performed on the impact of changes in the discount rate on the proportionate share of TxDOT’s net 
OPEB liability.  The result of the analysis is presented in the table below: 

Sensitivity of TxDOT's Proportionate Share of Net OPEB Liability to Changes in Discount Rate
(Amount in Thousands)

1% Decrease Current Discount Rate 1% Increase
ERS Plan Discount Rate 2.51% 3.51% 4.51%
Net OPEB Liability 4,535,557$             3,799,554$             3,229,454$             

 

Sensitivity analysis was performed on the impact of changes in the healthcare cost trend rates on the proportionate share of 
TxDOT’s net OPEB liability.  The result of the analysis is presented in the table below: 

Sensitivity of TxDOT's Proportionate Share of Net OPEB Liability to Changes in Healthcare Cost Trend Rates
(Amount in Thousands)

1% Decrease
Current Healthcare 
Cost Trend Rates 1% Increase

(7.50% decreasing 
to 3.50%)

(8.50% decreasing to 
4.50%)

(9.50% decreasing 
to 5.50%)

Net OPEB Liability 3,194,171$             3,799,554$             4,585,073$             

 

The OPEB plan’s fiduciary net position is determined using the economic resources measurement focus and the accrual basis of 
accounting, which is the same basis used by ERS. Benefits and refunds of contributions are recognized when due and payable in 
accordance with the terms of the plan.  Investments of the Other Employee Benefit Trust Fund are reported at fair value in accordance 
with GASB Statement No. 72.  The fair value of investments is based on published market prices and quotations from major 
investment brokers at available current exchange rates.  However, corporate bonds in general are valued based on currently available 
yields of comparable securities by issuers with similar credit ratings.  More detailed information of the plan’s investment valuation, 
investment policy, assets, and fiduciary net position may be obtained from ERS’s fiscal 2017 CAFR: 

Employees Retirement System of Texas 
P.O. Box 13207 
Austin, Texas  78711-3207 

 
At Aug. 31, 2018, TxDOT reported a liability of $3.8 billion for its proportionate share of the collective net OPEB liability.  The 

collective OPEB liability was measured as of Aug. 31, 2017, and the total OPEB liability used to calculate the net liability was 
determined by an actuarial valuation as of that date.  TxDOT’s proportional percentage at Aug. 31, 2017 was 11.15 percent.  TxDOT’s 
proportion of the collective net OPEB liability was based on its contributions to the OPEB plan relative to the contributions of all the 
employers and non-employer contributing entities to the plan for the period Sept. 1, 2016 through Aug. 31, 2017.   

The schedule of changes in TxDOT’s net OPEB liability for the fiscal year ending Aug. 31, 2018, is presented below: 
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Schedule of Changes in Net OPEB Liability 
(Amounts in Thousands)

Total OPEB                        
Liability                             

(a)

Plan Fiduciary                  
Net Position                    

(b)

Net OPEB                              
Liability                               
(a) - (b)

Balances at 09/01/17 $ 4,595,668 $ 56,007 $ 4,539,661
Changes for the year:
Service Cost 256,922 256,922
Interest 136,668 136,668
Differences between Expected and Actual Experience (55,942) (55,942)
Contributions-Employer 99,328 (99,328)
Contributions-Non-employer Contributing Entities 5,140 (5,140)
Contributions-Employee 21,835 (21,835)
Other (Federal Revenues and Other Additions) 8,009 (8,009)
Net Investment Income 504 (504)
Benefit Payments, including Refunds of Employee-
  Contributions (81,242) (81,242) 0
Benefit Payments financed by Employee-
  Contributions and Federal Revenues (29,803) 29,803
Administrative Expense (627) 627
Assumption Changes (973,369) (973,369)
Net Changes (716,963) 23,144 (740,107)
Balances at 08/31/18 3,878,705$         79,151$             3,799,554$         

Increase (Decrease)

 
 
For the year ending Aug. 31, 2018, TxDOT recognized OPEB expense of $203.3 million.  At Aug. 31, 2018, TxDOT reported 

deferred outflows of resources and deferred inflows of resources related to OPEB from the following sources: 

Outstanding Deferred Outflows and Deferred Inflows Related to OPEB at August 31, 2018
(Amounts in Thousands)

Deferred                         
Outflows of          
Resources

Deferred                       
Inflows of         
Resources

Difference between Expected and Actual Experience $ $ 45,658
Changes of assumptions 794,442
Net Difference between Projected and Actual Investment Return 1,125
Contributions Subsequent to the Measurement Date 106,049
   Total 107,174$           840,100$           

 
The $106.0 million reported as deferred outflows of resources resulting from contributions subsequent to the measurement date 

will be recognized as a reduction in the net OPEB liability for the year ending Aug. 31, 2019.   

Amounts reported as deferred outflows and inflows of resources related to OPEB will be recognized in OPEB expense in the 
following years: 

Fiscal Year Ended August 31:
(Amounts in Thousands)

2019 $ (188,930)
2020 $ (188,930)
2021 $ (188,930)
2022 $ (188,930)
2023 $ (83,255)

Thereafter $ 0
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NOTE 11 – INTERFUND ACTIVITY AND TRANSACTIONS 

 Interfund activity refers to financial interactions between funds and/or blended component units and is restricted to 
internal events. Interfund transactions refer to financial interactions between TxDOT and another agency of the state of 
Texas. 

 Interfund services are sales and purchases of goods and services between funds for a price approximating their external 
exchange value. This activity is reported as revenues in seller funds and expenditures or expenses in purchaser funds. Unpaid 
amounts are reported as receivables and payables. 

 Interfund transfers represent the flow of assets (cash or goods) without equivalent flow of assets in return or a 
requirement for repayment. In governmental funds, transfers are reported as other financing uses or sources. Transfers are 
reported in proprietary funds after nonoperating revenues and expenses in the statement of revenues, expenses and changes in 
fund net position. 

 As a general rule, the effect of interfund activity within TxDOT funds is eliminated from the government-wide financial 
statements, with exception of activities between governmental activities and business-type activities. Interfund activity with 
fiduciary funds is reclassified and reported as an external activity. 

Interfund Activity 

 TxDOT’s operations are primarily managed through the state highway fund. As such, several routine transfers are 
reported between the state highway fund and TxDOT’s other major and nonmajor funds. The following tables detail the 
principal purposes of TxDOT’s significant routine interfund transfers as well as provide a summary of interfund transfers by 
individual major funds, nonmajor funds in the aggregate and fiduciary funds. 

 

Interfund Transfers In/Out by Purpose
August 31, 2018 (Amounts in Thousands)

Purpose

 Interfund                       
Transfer In 

(Fund) 

 Interfund                                    
Transfer Out 
(Fund)  Amount 

Reimburse the state highway fund for 
costs  incurred on projects funded by 
local  government contributions.

State Highway Fund County/Political 
Subdivision/ 
Local 
Government 
Road/Airport 
Trust Account

$ 307,929

Provide funds to pay debt service 
principal and interest payments on 
outstanding Proposition 14/State 
Highway Fund Revenue Bonds

 Proposition 14 
Debt Service Fund 

State Iighway 
Cund

 $ 402,542
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Interfund Transfers In/Out
August 31, 2018  (Amounts in Thousands)

Transfers In Transfers Out
Other Funds Other Funds

Governmental Funds
 Major Funds:
  State Highway Fund $ 312,795 $ 425,485
  Local Government Political Sub Account 0 307,929
  Texas Mobility Fund 151,424 151,424
  Nonmajor Funds 402,541 4,866

866,760 889,704
Proprietary Funds 
  Central Texas Turnpike System                  22,944 0

22,944 0
Total $ 889,704 $ 889,704

 
Interfund reimbursements are repayments from funds responsible for payment of expenditures or expenses to the funds 

that actually made the payment. Reimbursements are not displayed in the financial statements. 

 Amounts not transferred at fiscal year-end are accrued as due to/due from other funds. Due to/due from amounts between 
governmental or business-type activities and fiduciary funds are reported as due to/due from amounts between funds in the 
fund financial statements and are reclassified to receivables from fiduciary funds/payables to fiduciary funds, as if they were 
external transactions in the government-wide financial statements. 

Due From/To
August 31, 2018 (Amounts in Thousands)

Due From Due To
Other Funds Other Funds

Governmental Funds
  Major Funds:
   State Highway Fund $ 15,957 $ 0
   Local Government Political Sub Account� 4,400 0
  Nonmajor Funds 0 10,088

20,357 10,088

Proprietary Funds
   Central Texas Turnpike System 0 3,684
   Grand Parkway Transportation Corp.        0 6,585

0 10,269
Total $ 20,357 $ 20,357

 
Activity occurring within the same fund is eliminated. Certain reclassifications and eliminations are made between the 

fund financial statements and the government-wide financial statements. Transfers between the governmental or business-
type activities and the fiduciary funds are reported as transfers on the fund financial statements and are reclassified to 
revenues and expenses, as if they were external transactions on the government-wide financial statements. Additional 
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eliminations are made and transfers in and out are netted and presented in the government-wide statement of activities as 
“transfers-internal activities.” 

                     

Transfers-Internal Activities per the Government-Wide Financial Statements
 August 31, 2018 (Amounts in Thousands)

Fund Category Other Funds*
Governmental Activities $ (25,933)
Business-Type Activities $ 25,933

 *Amounts include capital asset transfers of $3.0 million from Governmental Activities to 
Business-Type Activities. 

                                                             

 

Interfund Transactions 

The state highway fund is considered a shared fund and is appropriated for use by multiple, State of Texas agencies. 
TxDOT is considered the controlling agency for the state highway fund and reports the total cash in state treasury balance for 
the fund at fiscal year-end. TxDOT reports interagency transfers in and out with the other agencies that collect and deposit to 
or expend out of the state highway fund. 

The following tables detail the balances of transfers to/from and due to/from other state agencies and TxDOT. 
Approximately $1.6 billion of the interagency transfers-in balance for the state highway fund is related to the net amount of 
cash collected by Texas Department of Motor Vehicles for certificate of title fees and motor vehicle registration fees. The 
transfer-in, received in fiscal 2018, resulted in an increase to the TxDOT highway fund cash in state treasury balance. 

 On Nov. 4, 2014, Texas voters approved the ballot measure that authorized a constitutional amendment for 
transportation funding. Under the amendment, half of the funds that would have previously gone into the Economic 
Stabilization Fund (ESF), are now deposited to the state highway fund. TxDOT recorded a due from in the state highway 
fund related to Proposition 1 ballot measure in the amount of $1.4 billion in fiscal 2018. The Comptroller of Public Accounts 
transferred this amount to TxDOT on Nov. 28, 2018. 

On Nov. 3, 2015, Texas voters approved the Proposition 7 ballot measure that dedicates a portion of the revenue from 
the state sales and use tax and motor vehicle sales and rental tax to the state highway fund.  TxDOT recorded a due from of 
$1.6 billion for fiscal 2018 related to Proposition 7.  This amount was transferred to the state highway fund by the 
Comptroller of Public Accounts on Sept. 1, 2018. 

TxDOT also has interagency activity with federal funds. See Schedule 1A of this report for more details. 

 

Internal Balances per the Government-Wide Financial Statements
 August 31, 2018 (Amounts in Thousands)

 Governmental 
Activities 

 Business-Type 
Activities Total

Current Liabilities:
Internal Balances - Payables $ (10,269) $ 10,269 $ 0
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Transfers In/Out to Other State Agencies
August 31, 2018 (Amounts in Thousands)

Transfers In Transfers Out
Other Agencies Other Agencies

Governmental Funds
   Major Funds:

   State Highway Fund $ 1,640,563 $ 145,705
  Nonmajor Funds 1,209 13

Total $ 1,641,772 $ 145,718

Due From/To Other State Agencies
August 31, 2018  (Amounts in Thousands)

Due From Due To
Other Agencies Other Agencies

Governmental Funds
   Major Funds: 
   State Highway Fund $ 3,171,988 $ 1,547 
Total $ 3,171,988  $ 1,547 

Pass-Throughs To/From Other State Agencies
August 31, 2018 (Amounts in Thousands)

Federal Pass-throughs:
   Expenditures $ (10,954)
   Revenue 13,008

Total 
  

$ 2,054

State Highway Fund

 
 
 

NOTE 12 – CONTINUANCE SUBJECT TO REVIEW 

TxDOT is currently subject to a continuance review.  Under the Texas Sunset Act, TxDOT will be abolished effective 
Sept. 1, 2029, unless continued in existence by the 91st Legislature as provided by the Act.  If abolished, TxDOT may 
continue until Sept. 1, 2030  to wind down its operations.  In the event that TxDOT is abolished pursuant to the Texas Sunset 
Act or other law, Texas Government Code, Section 325.017(f), acknowledges that such action will not alter the obligation of 
the state to pay bonded indebtedness and all other obligations of the abolished agency. 
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NOTE 13-CLASSIFICATION OF FUND BALANCE/NET POSITION 
 

The table below presents a summary of the Aug. 31, 2018 governmental fund balances by major and nonmajor 
governmental funds.  With the exception of nonspendable fund balances, fund balance is presented based on specific purpose 
for which the funds are restricted, committed, assigned or unassigned.   

Disaggregation of Nonspendable, Restricted, Committed, Assigned and Unassigned Fund Balances
August 31, 2018 (Amounts in Thousands)

 Nonspendable:
Inventory $ 145,882 $ 0 $ 0 $ 145,882

 Restricted For: 
    Capital Projects 3,709,928 0 398,406 4,108,334
    Debt Service 0 545,706 0 545,706
Committed To:

Transportation Infrastructure 787,550 0 0 787,550
Assigned To:

Transportation 1,320,135 0 0 1,320,135
Total $ 5,963,495 $ 545,706 $ 398,406 $ 6,907,607

NONMAJOR FUNDS
General Fund

Special 
Revenue Funds

Debt Service 
Funds

Total                                
Nonmajor 

Funds
Nonspendable:

Long-Term Receivables $ 23 $ 0 $ 0 $ 23
 Restricted For: 

Debt Service 0 0 206,939 206,939
Committed To:

Transportation Infrastructure 0 10,155 0 10,155
Assigned To:
   Transportation 116 0 0 116
Unassigned 5,104 5,104
Total $ 5,243 $ 10,155 $ 206,939 $ 222,337

Governmental Fund Balances – 

MAJOR FUNDS State Highway 
Fund

Texas Mobility 
Fund

Prop.12 
Highway 
Improv. 

Total 
Major Funds

 

Restrictions of net position are listed on the face of the government-wide and proprietary statements of net position.  
Balances reported as restricted in the fund financial statements are reported as restricted in the statement of net position.  All 
other fund financial balances are reported as unrestricted in the statement of net position.   

 

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 83



NOTE 14- ADJUSTMENTS TO FUND BALANCES AND NET POSITION 
 
During fiscal 2018, an adjustment was made that required the restatement of fund balances or net position. The impact of 

this adjustment is summarized and discussed below.  
 

 (Amounts in Thousands)
 September 1, 

2017, As 
Previously 
Reported  Restatements 

 September 1, 2017 
As Restated 

Major Funds:
  State Highway Fund $ 4,185,320           $ $ 4,185,320            
  Texas Mobility Fund 910,381              910,381              
  Proposition 12 Project Fund 674,718              674,718              
    Total Major Funds 5,770,419           -                     5,770,419            

Nonmajor Funds:
  General Fund Accounts 11,824               11,824                
  Special Revenue Funds 24,888               24,888                
  Debt Service Funds 199,278              199,278              
    Total Nonmajor Funds 235,990              -                     235,990              

Governmental Activities Adjustments
  Capital Assets 101,415,045       101,415,045        
  Long-Term Liabilities (29,672,383)        (4,435,191)      (A) (34,107,574)         
  Other Adjustments 922,482              922,482              
    Total Governmental Activities Adjustments 72,665,144         (4,435,191)      68,229,953          
Total Governmental Activities 78,671,553         (4,435,191)      74,236,362          

BUSINESS-TYPE ACTIVITIES
  Central Texas Turnpike System 330,140              -                     330,140              
 Grand Parkway Transportation Corp. (80,137)              (80,137)               
Total Business-Type Activities 250,003              -                     250,003              

Total Primary Government $ 78,921,556         $ (4,435,191) $ 74,486,365          

Restatements to Fund Balances/ Net Position 

 
 
(A) The $4.4 billion restatement for long-term liabilities included a restatement for Net OPEB Liability and a 

restatement for OPEB Deferred Outflows of Resources that resulted from the implementation of GASB Statement 
No. 75, Accounting and Financial Reporting for Other Postemployment Benefits Other Than Pensions, in fiscal 
2018.  
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NOTE 15 – COMMITMENTS AND CONTINGENCIES  

Contingencies 

Unpaid Claims and Lawsuits 
 
 The type and volume of activity for which TxDOT is responsible exposes it to a large number of claims and lawsuits. 
TxDOT has vigorously contested lawsuits brought against it and has usually prevailed or made settlements substantially less 
than the amounts originally sought.  

TxDOT is exposed to claims by contractors.  TxDOT will most likely settle these claims at substantially less than the 
amount originally sought.  However, if a settlement between TxDOT’s claims committee and the contractor cannot be 
reached, these claims will result in future litigation.  As of Aug. 31, 2018 outstanding contractor claims pending at the 
TxDOT claims committee totaled $12.8 million. 

 Settlements are paid by the Texas Comptroller of Public Accounts from the claims and refunds appropriation.  The 
Attorney General’s office indicates that the lawsuits listed below were pending as of Aug. 31, 2018.  TxDOT management's 
opinion is that the probable outcome of these cases will not materially affect the financial position of TxDOT. 

Type of Suit Amounts in Controversy

Eminent Domain
Monetary amounts have not been specified in 948 cases.  Total claims with 
amounts indicated range from $10 to $18.0 million with a total of $356.9 million.

Contract Amounts claimed range from $9 thousand to $996 thousand.  Total claims of 
amounts indicated is $1.7 million.

Inverse Condemnation Monetary amounts have not been specified in any of these cases.

Declaratory Judgment Monetary amounts have not been specified in eighteen of the nineteen cases. 
Amounts claimed range from $10.0 million on a singular case.  

Employment Law and 
Related Lawsuits

Monetary amounts have not been specified in any of these cases.  Liability against 
TxDOT is limited to $600 thousand; however, there is no limit on attorney fees and 
front pay.

Tort Claims Statutory limits of liability on these cases are $250 thousand per person or $500 
thousand per accident.  

  
Arbitrage  
 
 Rebatable arbitrage defined by Internal Revenue Code (IRC), Section 148, is earnings on tax exempt bond proceeds in 
excess of the yield on the bond. The rebatable arbitrage must be repaid to the federal government. Pursuant to the applicable 
bond Indenture of Trust, a Rebate Fund will be established under the Indenture to which deposits will be made upon the 
determination by a verification agent that a rebate payment may be due. The amount of rebate due to the federal government 
is determined and payable during each five-year period and upon final payment of the tax-exempt bonds.  IRC Section 148 
also provides for certain rebate exceptions, including an exception if certain spend-out requirements of the bond proceeds are 
met. TxDOT estimates that rebatable arbitrage liability, if any, will be immaterial to the agency's overall financial condition.  
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Federal Reimbursements and Grants 

TxDOT receives federal financial assistance for specific purposes that are subject to review or audit by the federal 
grantor agencies. Entitlement to this assistance is generally conditional upon compliance with the terms and conditions of 
grant agreements and applicable federal regulations, including the expenditure of assistance for allowable purposes. Such 
audits could lead to requests for reimbursements to grantor agencies for expenditures disallowed under the terms of the grant. 
Based on prior experience, management believes such disallowance, if any, will be immaterial. 

 On Dec. 16, 2011, TxDOT and the Federal Highway Administration (FHWA) approved and executed a Memorandum of 
Understanding (MOU) for FHWA participation in TxDOT's pass-through funding (PTF) program. This MOU will apply to 
all pass-through finance (PTF) projects approved by TxDOT after Feb. 26, 2009 with some stipulations as detailed within the 
agreement.  This agreement was done in order to facilitate maximum Federal reimbursement on TxDOT PTF projects.  The 
MOU is not applicable to any PTF project agreements executed prior to Feb. 26, 2009.  Federal reimbursement for these 
projects will be set up on an individual basis in separate agreements between TxDOT and FHWA and with compliance 
reviews being performed on each project. 

Significant Commitments 

Construction Related Contracts  

 As of Aug. 31, 2018, TxDOT had outstanding contractual commitments related to the award of construction contracts, 
terms of outstanding design-build contracts and terms requiring contribution of public funds to provide for a portion of 
construction costs related to service concession arrangements (SCAs). Of the amounts committed under these contracts, 
TxDOT expects to receive future reimbursements from the Federal Highway Administration (FHWA). In addition, the Grand 
Parkway Transportation Corporation (GPTC), our blended component unit, has outstanding construction commitments. 
Disclosure of these construction related commitments and potential FHWA reimbursement is displayed below.  

 

Pass-Through Toll Agreements  

Transportation Code, Section 222.104 authorizes TxDOT to enter into an agreement with a public or private entity that 
provides for the payment of pass-through tolls to the public or private entity as reimbursement for the design, development, 
financing, construction, maintenance, or operation of a toll or non-toll facility on the state highway system by the public or 
private entity. As of Aug. 31, 2018 there were 40 active pass-through financing agreements.  

TxDOT recognizes liabilities associated with pass-through toll projects as notes payable as the projects are being 
constructed. Notes payable amounts are determined by contractually negotiated agreements with pass-through toll partners. 
See Note 5 for details on the payables recognized related to pass-through toll repayment obligations. 

  

Construction Related Contract Commitments 
August 31, 2018 (Amounts in Thousands)

 Total Remaining 
Commitment 

 FHWA 
Reimbursements 

Construction Contracts $ 10,366,643 $ 5,817,956
Design-Build Projects 1,794,416 1,187,259
SCA Projects 52,238 24,033
GPTC Project 845,830 0
Totals $ 13,059,127 $ 7,029,248
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The maximum total repayment obligation remaining for pass-through toll projects executed as of Aug. 31, 2018, was 
approximately $1.0 billion. Approximately $757.3 million had been repaid as of Aug. 31, 2018. The actual repayment 
obligation for each agreement is not determinable until total construction costs are known.  

Toll Equity Grants and Loan Agreements 

 Transportation Code, Section 222.103 authorizes TxDOT to participate, by spending money from any available source, in 
the cost of acquisition, construction, maintenance or operation of a toll facility of a public or private entity. The Commission 
adopted administrative rules (toll equity rules) to prescribe conditions for the Commission’s financing of such toll facilities. 
Under these guidelines the Commission has committed funds in the form of toll equity grants and toll equity loans. As of 
Aug. 31, 2018, the Commission has outstanding toll equity grant commitments and toll equity loan commitments totaling 
$178.2 million and $9.5 billion, respectively. Payments of these amounts are made subject to executed financial assistance 
agreements between TxDOT and the applicable public or private entity. 
 

 The toll equity loan commitment is related to a toll equity loan agreement (TELA) with the GPTC. This agreement 
makes a loan available to be drawn on in the event revenues and certain reserves are insufficient to pay certain debt service or 
operations and maintenance costs of the toll systems of aforementioned entities.   

 
The GPTC funds financed by TELA-supported debt are to be used to pay for certain costs relating to the development, 

construction, operation, maintenance and financing of Segments D (Harris County), E, F1, F2, G, H, and I and the 
predevelopment of possible extensions or expansions of the Grand Parkway.  The maximum amount of money that can be 
paid by TxDOT to GPTC under the TELA is equal to the aggregate amount of costs that are authorized under Article 8, 
Section 7-a of the Texas Constitution and Section 222.103 of the Texas Transportation Code, i.e. the “Eligible Costs”.    

 
 
NOTE 16 – SUBSEQUENT EVENTS  
 
Remarketed TMF Series 2014B Bonds 

The $250.0 million par TMF Series 2014-B bonds, initially issued in an index floating rate mode, were successfully 
remarketed on Oct. 1, 2018. Below are the new terms of the TMF Series 2014-B Bonds.  

 
Put Bonds (Amount in Thousands)

Governmental Activities

Mandatory        
Tender 

Date Initial Rate

Initial 
Period 
Interest

Stepped Coupon 
Rate

Stepped                               
Rate                   

Period                    
Interest**

General Obligation Bonds

   Series 2014-B 10/1/2021

Lessor of. i.  
SIFMA + 30 

basis points; ii. 
Maximum Rate 

(9%)  Variable* 8.00% per annum $ 20,000 

* Index Floating Rate Mode/reseats weekly                         
**Assumes a full year of interest  

 
CTTS Reserves In Transit 
 

At Aug. 31, 2018, $38.0 million of certain CTTS reserves were in transit to the Texas Treasury Safekeeping Trust 
Company (Trust Company). The funds were being moved on Aug. 31, 2018 from the state Treasury in compliance with a 
state policy for local operating trust funds. The policy requires that such funds established in the statewide accounting system 
must be clearing accounts and have minimal cash balances at fiscal year end. The funds were received and invested in 
overnight repurchase agreements in the CTTS account at the Trust Company on Sept. 4, 2018.  
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NOTE 17 – RISK MANAGEMENT 

TxDOT is exposed to various risks of loss related to property, general and employer liability, net income, and personnel.  
TxDOT and its employees are covered by various immunities and defenses that limit some of these risks of loss, particularly 
in liability actions brought against TxDOT or its employees.  Remaining exposures are managed by self-insurance 
arrangements.   

Property and Liability 

 TxDOT administers a self-insured workers compensation program. Due to the nature of worker compensation claims, 
amounts are not reasonably estimable.  Claims are paid as they become due. The activity related to claims and judgements for 
the year is recorded in the below table.  

August 31, 2018 (Amounts in Thousands)

Beginning Balance Increases Decreases Ending Balance

2018 $ 0 20,276 (20,276) $ 0

2017 $ 0 4,187 (4,187) $ 0

Claims and Judgments

 

Health, Life and Dental 

 Insurance coverage is provided to active state employees and their dependents by one of three health plan administrators.  
All TxDOT employees are included in the Texas Employees Group Benefits Program (GBP) administered by the Employees 
Retirement System of Texas (ERS). 

 Claims for health, life, accidental death and dismemberment (AD&D), disability and dental insurance coverages are 
established under the GBP.  These coverages are provided through a combination of insurance contracts, a self-funded health 
plan, a self-funded dental indemnity plan, HMO contracts and dental health maintenance organizations (DHMO) contracts.   

Commitments    

 TxDOT incurs commitments related to outstanding construction contracts and comprehensive development agreements. 
Further detail of these commitments is provided in Note 15.  
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NOTE 18 - THE FINANCIAL REPORTING ENTITY 

 As required by Generally Accepted Accounting Principles, the financial statements present TxDOT, a state agency, and 
its component units. The component units discussed in this note are included in TxDOT’s reporting entity because of the 
significance of their operational and financial relationships with TxDOT. 

Blended Component Units 

 The Commission is authorized to create Transportation Corporations in Transportation Code, Chapter 431.  The 
Commission approves the creation of transportation corporations, approves the articles of incorporation, appoints directors 
and approves by-laws.  At any time, the Commission may terminate and dissolve a transportation corporation. In the event of 
dissolution or liquidation of a corporation, all assets shall be turned over to TxDOT.  

  As of Aug. 31, 2018, two transportation corporations are authorized by the Commission.  In both instances TxDOT 
contains the voting majority, is able to impose its will upon the transportation corporations, and the services of both 
transportation corporations benefit TxDOT.  Furthermore, the two transportation corporations are classified as blended 
component units.   

 The Texas Private Activity Bond Surface Transportation Corporation (TxPABST) acts on behalf of TxDOT in the 
promotion and development of transportation facilities, by issuing private activity bonds for projects developed under 
comprehensive development agreements (CDAs) entered into by TxDOT.  Bonds issued by TxPABST are not legal 
obligations of the state of Texas and are payable solely from payments received or on behalf of a CDA developer.  See Note 
6 for additional details about the TxPABST private activity bond issuances as of Aug. 31, 2018.  TxPABST does not publish 
financial statements.  Further information can be obtained by writing: 
   
  Texas Private Activity Bond Surface Transportation Corporation 
  125 East 11th Street 
  Austin, Texas 78701 
 

The Grand Parkway Transportation Corporation (GPTC) acts on behalf of TxDOT in the promotion and development of 
the Grand Parkway Project, by issuing bonds and entering into comprehensive development agreements with developers for 
the design and construction of several segments of the Grand Parkway project.  Bonds issued by GPTC are not legal 
obligations of the state of Texas and are payable solely from revenues and other funds of the Grand Parkway System, which 
is comprised of Segments D (Harris County), E, F-1, F-2, G, H, I-1, and I-2. See Note 6 for additional details about the 
GPTC bond issuances as of Aug. 31, 2018.  GPTC has a fiscal year end of Aug. 31, 2018, consistent with TxDOT.   The 
financial activity of GPTC is reported as a Proprietary fund within the accompanying financial statements of TxDOT. Further 
information can be obtained by writing: 

 
Grand Parkway Transportation Corporation 
Financial Management Division 

  125 East 11th Street 
  Austin, Texas 78701 
 
 
NOTE 19– STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

Changes in Accounting Principles 

The implementation of GASB statements is addressed in Note 1. 

Deficit fund balance  

Grand Parkway Transportation Corporation (GPTC) at the end of fiscal 2018 had a $143.5 million deficit balance of net 
position.  The total expense exceeded the total revenue by $63.4 million. The large expense included $64.1 million of 
amortization and $141.5 million of interest payments.    
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NOTE 20 – SERVICE CONCESSION ARRANGEMENTS 

As of Aug. 31, 2018, TxDOT has entered into nine agreements that are classified as service concession 
arrangements (SCA) under the definition established by the Governmental Accounting Standards Board. An SCA is 
an arrangement between TxDOT and an operator in which all of the following criteria are met: 

a. TxDOT conveys to the operator the right and related obligation to provide public services through the use 
and operation of an infrastructure asset in exchange for significant consideration, such as up-front 
payments, a new infrastructure asset, or improvements to an existing infrastructure asset.  
 

b. The operator collects and is compensated by fees from third parties.  In all of the active TxDOT SCAs 
these fees are in the form of tolls. 
 

c. TxDOT determines or has the ability to modify or approve what services the operator is required to 
provide, to whom the operator is required to provide the services and the rates that can be charged for the 
services.  
 

d. TxDOT is entitled to significant residual interest in the service utility of the infrastructure asset at the end 
of the arrangement.  

SCA projects were entered to: 

• Improve mobility by expanding existing road capacity and introducing managed toll lanes, traditional toll 
lanes and other strategies aimed at reducing traffic congestion.  

• Enable TxDOT to deliver these projects faster than would be possible using traditional funding sources.  
• Shift the majority of the financial risk to the operator.  

TxDOT may enter into SCAs with both public and private operators. At the end of these arrangements, 
operations and maintenance of the projects will transfer to TxDOT. The state of Texas retains ownership rights and 
title to all assets associated with an SCA.  

The structure of each SCA is different due to the unique financial aspects of each arrangement. In all cases, 
TxDOT receives a benefit due to the department’s retention of ownership of the project at end of the concession 
term. The following table summarizes the status, term and duration of each currently active SCA.  

Service Concession Arrangements
As of August 31, 2018

Arrangement Name
Construction 

Status
Term of 

Concession
Concession 

Begin
IH 10 "Katy Managed Lanes" Complete 46 years 2010 2055 *
SH 130 Segments 5 and 6 Complete 50 years 2012 2062
SH 121 Concession Complete 50 years 2009 2059
North Tarrant Exp Seg 1 and 2-West Complete 52 years 2009 2061
North Tarrant Exp Seg 3A and 3B Complete 52 years 2009 2061
LBJ/IH-635 Managed Lanes Complete 52 years 2009 2061
Grand Parkway Seg D, E, F1, F2, G Complete 40 years 2013 2053 *
Grand Parkway Seg H - I  Under Construction 36 years 2018 2053 *
SH 288 Under Construction 52 years 2016 2068

Concession End

* Estimated. Concession period extends until Harris County/GPTC is fully reimbursed for costs of construction and 
debt service.
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In the year in which an SCA project opens for traffic TxDOT records the capital assets acquired under the SCA 
at their acquisition value with a corresponding entry to deferred inflow of resources. The deferred inflow of 
resources balance will then be reduced and revenue will be recognized in a systematic manner over the term of the 
arrangement, beginning when the infrastructure asset is placed into operations. Up-front concession payments 
received are recorded as assets (cash in state treasury) with an offset to deferred inflow of resources on the 
government-wide financial statements. Revenue is recognized and the deferred inflow of resources is reduced in a 
systematic and rational manner over the term of the arrangement.  

August 31, 2018 (Amounts in Thousands)

Arrangement Name

Cash in 
State 

Treasury* Capital Assets

Deferred 
Inflows of 

Resources**
IH 10 "Katy Managed Lanes" $ 0 $ 0 $ 201,088
SH 130 Segments 5 and 6 32,719 1,440,965 1,346,038
SH 121 Concession 413,429 1,336,606 3,101,352
North Tarrant Exp Seg 1 and 2-West 0 2,396,823 1,572,643
North Tarrant Exp Seg 3A and 3B 0 1,610,813 1,131,801
LBJ/IH-635 Managed Lanes 0 2,675,329 1,938,891
Grand Parkway Seg D, E, F1, F2, G 0 2,461,564 2,244,388
SH 288 10,738 44,920 25,479
Total $ 456,886 $ 11,967,020 $ 11,561,680

** The deferred inflows of resources balance that relates to up-front payments received is recorded in governmental fund 
financials as other financing sources in the year received.

Service Concession Arrangements - Amounts Recognized in Financial Statements – 
Governmental Activities 

* The balance of cash in state treasury is the amount of unspent up-front concession payments.

 

In some cases, TxDOT is obligated to make contributions of public funds to the SCA project during the 
construction period for portions of the project’s design, construction or right-of-way costs. Outlays of TxDOT funds 
related to SCA projects are recorded as additions to construction in progress as they are incurred. In addition, 
TxDOT has committed funds in the form of a toll equity loan to the Grand Parkway Transportation Corporation 
(GPTC). Refer to Note 15 for further detail on TxDOT commitments related to SCAs.  

 
GPTC has recognized an intangible asset in the amount of $2.4 billion for its costs of design, construction and 

right-of-way acquisition through Aug. 31, 2018. This amount is reported in the business-type activities. 
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NOTE 21 – DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES 
 
As of Aug. 31, 2018, TxDOT reported deferred outflows of resources and deferred inflows of resources in the Statement of Net 

Position as presented in the table below. 
 

Deferred Outflows and Deferred Inflows of Resources
Statement of Net Position
As of August 31, 2018 (Amounts in Thousands)

Description

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

Governmental Activities
  Loss on Bond Refunding $ 159,457 $ 0
  Gain on Bond Refunding 3,362
  Pensions (Note 8) 411,624 74,308
  Service Concession Arrangements (Note 20) 0 11,561,680
  Other Postemployment Benefits (Note 10) 107,174 840,100
Total Governmental Activities 678,255 12,479,450

Business-Type Activities
  Loss on Bond Refunding 28,183 0
Total Business-Type Activities 28,183 0
Total $ 706,438 $ 12,479,450

 
 

Deferred outflows of resources in the amounts of $159.5 million in governmental activities and $28.2 million in business-type 
activities relate to losses on bond refunding transactions.  The deferred inflow of $3.4 million reported in governmental activities 
relates to a gain on a bond refunding transaction.  These deferred outflows and inflows are amortized on a straight-line basis over the 
remaining life of the old debt, or the life of the new debt, whichever is shorter. 

 
Deferred inflows of resources of $11.6 billion reported in governmental activities relate to nine different service concession 

arrangements, to which TxDOT was a party, as of Aug. 31, 2018.  The amount recorded in the financial statements represents the 
balance of unamortized upfront payments and capital improvements TxDOT received under the agreements.   

 
TxDOT reported $411.6 million in deferred outflows of resources and $74.3 million in deferred inflows of resources in 

governmental activities for pension-related adjustments.  The reported deferred outflows of resources include TxDOT’s share of 
pension contributions made subsequent to the measurement date and the unamortized balance of changes in assumptions used to 
calculate net pension liability.  The reported deferred inflows of resources are comprised of the unamortized balance of other changes 
in the components of net pension liability. 

 
Deferred outflows of resources of $107.2 million and deferred inflows of resources of $840.1 million reported in governmental 

activities relate to other postemployment benefits.  The reported deferred outflows of resources include TxDOT’s share of OPEB 
contributions made subsequent to the measurement date and the unamortized balance of the net difference between projected and 
actual return on plan investments used to calculate net OPEB liability.  The reported deferred inflows of resources are comprised of 
the unamortized balances of differences between expected and actual experience on earnings on OPEB plan investments and changes 
in assumptions used to calculate net OPEB liability. 
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Deferred inflows of $1.6 billion were reported on the governmental funds balance sheet as presented in the table as follows.  
These deferred inflows relate to unavailable revenues that were earned as of Aug. 31, 2018, but not available within 60 days of year 
end.     

Deferred Inflows of Resources
Balance Sheet-Governmental Funds
As of August 31, 2018 (Amounts in Thousands)

Description Deferred Inflows 
of Resources

State Highway Fund
  Oil and Natural Gas Production Tax $ 1,384,115
  Local Revenue 122,968
  Federal Revenue 98,837
Total $ 1,605,920
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Texas Department of Transportation  
Budgetary Comparison Schedule - State Highway Fund
For the Fiscal Year Ended August 31, 2018 (Amount in Thousands)

 Original  Final 
REVENUES

Taxes $ 5,448,879 $ 4,310,472 $ 6,623,820 $ 2,313,348
Federal 5,407,980 4,119,413 3,818,528 (300,885)
Licenses, Fees and Permits 120,766 123,834 68,570 (55,264)
Interest and Investment Income 59,575 59,575 74,460 14,885
Land Income 23,128 23,128
Settlement of Claims 21,133 21,133
Sales of Goods and Services 46,000 46,000 88,798 42,798
Other 207,996 207,996 3,516 (204,480)
    Total revenues 11,291,196 8,867,290 10,721,953 1,854,663

EXPENDITURES
Transportation: 11,637,966 12,030,271 9,240,250 2,790,021
    Total Expenditures 11,637,966 12,030,271 9,240,250 2,790,021

Excess (Deficiency) of Revenues
Over (Under) Expenditures (346,770) (3,162,981) 1,481,703 4,644,684

OTHER FINANCING SOURCES (USES)
Transfers In 1,953,357 1,953,357
Transfers Out (571,189) (571,189)
Sale of Capital Assets 5,453 5,453
Available Beginning Balances 3,595,553 3,595,553 3,595,553  

3,595,553 3,595,553 4,983,174 1,387,621

Excess (Deficiency) of Revenue and Other 
Financing Sources Over (Under) Expenditures
and Other Financing Uses $ 3,248,783 $ 432,572 $ 6,464,877 $ 6,032,305

 Actual 
Amounts 

Budgetary 
Basis 

 Final to 
Actual 

Variance 

Total Other Financing Sources (Uses)

Budgetary Amounts
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NOTES TO THE BUDGETARY COMPARISION SCHEDULE 

 The budgetary comparison schedule presents comparisons of the legally adopted budget with actual data on a budgetary 
basis. Since accounting principles applied for purposes of developing data on a budgetary basis differ significantly from those 
used to present financial statements in conformity with generally accepted accounting principles (GAAP), a reconciliation of 
these differences is required and is presented below.  

 The major reconciling items between the budgetary comparison schedule and the GAAP financial statements are due to 
the following items. 

Basis of Accounting Differences 

 Revenues and expenditures are reported on the cash basis of accounting in the budgetary comparison schedule but are 
reported on the modified accrual basis of accounting on the GAAP fund financial statements. Therefore, deferred inflows, 
receivables and payables are included as reconciling items.  

Perspective Differences 
 
 Certain revenues and expenditures, including debt service are not budgeted by the Legislature. The activity for these 
programs is excluded from the budgetary comparison schedule. The beginning cash balances are included as other financing 
sources in the budgetary comparison schedule and are not included as financing sources on the GAAP financial statements.  
 
 

  
RECONCILIATION OF BUDGETARY BASIS TO GAAP BASIS
August 31, 2018 (Amounts in Thousands)

State Highway 
Fund

Excess of Revenues and Other Financing Sources Over
Expenditures and Other Financing Uses- 
Actual Budgetary Basis $ 6,464,877            

Basis of Accounting Differences:
Receivables and Deferred Inflows (565,076)             
Payables (93,756)               

Perspective Differences:
Beginning Cash Balances Reported as Other Financing Sources (3,595,553)           
Other Revenues Not Budgeted
Other Expenditures Not Budgeted (432,317)             

Excess of Revenues and Other Financing
Sources Over Expenditures and Other
Financing Uses - GAAP Basis $ 1,778,175            
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Basis of Budgeting 
 
 The state’s budget is prepared on a cash basis. The Texas Constitution limits appropriation bills to two years. The 
Legislative Budget Board (LBB) is required by statute to adopt an estimated rate of growth for the next biennium and 
calculate a limit on the amount of state tax revenue, not dedicated by the Texas Constitution, that is available for spending in 
the next biennium. If the Legislature, by adoption of a resolution approved by a record vote of a majority of the members of 
each house, finds that an emergency exists and identifies the nature of the emergency, the Legislature may provide 
appropriations in excess of the adopted limit.  

 The Governor’s Budget Office and the LBB initiate the process of submitting budget requests to the Legislature. At final 
passage of the General Appropriations Act by the Legislature, it is sent to the Comptroller of Public Accounts for 
certification. If the Comptroller certifies that appropriated amounts are available in the affected funds, the bill is sent to the 
Governor. If not certified, the Legislature may pass the bill with a four-fifths majority vote. The Governor has the option of 
vetoing the total bill or specific line-item appropriations, but does not have the authority to reduce a line item of 
appropriation.  

 Upon approval by the Governor, the bill becomes law and is the budget authority for state agencies to spend state funds. 
The Comptroller is responsible for controlling, accounting and reporting expenditures in accordance with expenditure 
budgets.  

Legal Level of Budgetary Control 

 The Texas Constitution requires the Comptroller to submit a Biennial Revenue Estimate to the Legislature prior to each 
regular session. This document contains an itemized estimate of beginning cash balances, anticipated revenues based on laws 
then in effect and estimated expenditures from prior appropriations. The Texas Constitution also requires the Comptroller to 
submit supplementary revenue estimates at any special session of the Legislature and at other necessary times to show 
probable changes. 

 The level of legal control for the budget is established at the strategy (line item) level by agency. For example “Right-of-
Way Acquisition” and “Routine Maintenance” are two of the strategies for TxDOT. The legal level of budgetary control is 
defined as the level at which the governing body must approve any over expenditure of appropriations or transfers of 
appropriated amounts. Agencies are authorized limited transfer authority between strategies, not to exceed 20 percent, by the 
General Appropriations Act. Transfers and expenditures are monitored against the original budget by the Comptroller’s office 
to ensure the agency’s authorized budget is not exceeded.  

 The level of legal control is documented in the Appropriation Summary Report, which is available by request from the 
Comptroller’s office. This separate document includes budget and actual data by appropriation line item for each state 
agency. State agencies cannot exceed approved appropriations. In certain emergency situations, the Governor may authorize 
additional appropriations from deficiency and emergency appropriation reserves.  

 Unexpended appropriations generally lapse 60 days after the fiscal year unless they are encumbered during the 60-day 
“lapse” period. Other appropriations referred to as “reappropriated unexpended balances” represent a continuation of prior 
year’s balances for completion of a program.  
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Schedules of Changes in Net Pension Liability and Related Ratios 

For each of the fiscal years presented, the measurement date for the information on the schedules of changes in net pension 
liability and related ratios was the prior fiscal year-end.  

Schedule of Changes in Net Pension Liability 
(Amounts in Thousands)

2018 2017 2016 2015

Total Pension Liability 
Service Cost $ 132,525 $ 108,528 $ 118,614 $ 109,957
Interest 228,274 238,733 228,696 224,284
Benefit Changes (8,462)
Differences between Expected and Actual Experience 10,516 12,639 (27,433) (24,411)
Assumption Changes 201,859 501,760 (330,365) 115,710
Benefit Payments and Refunds (208,148) (203,213) (197,428) (189,477)
Change in Proportional Percentage (73,016) (22,595) (2,322)
Net Change in Total Pension Liability 292,010 635,852 (218,700) 236,063

Total Pension Liability-Beginning 4,229,968 3,594,116 3,812,816 3,576,753
Total Pension Liability-Ending (a) $ 4,521,978 $ 4,229,968 $ 3,594,116 $ 3,812,816

Plan Fiduciary Net Position
Contributions-Employer 63,666 64,993 48,208 46,536
Contributions-Member 62,336 63,849 44,524 41,553
Net Investment Income 257,602 120,512 5,486 313,859
Benefit Payments and Refunds (208,148) (203,213) (197,428) (189,477)
Administrative Expense (2,100) (1,935) (2,104) (1,949)
Net Change in Plan Fiduciary Net Position 173,356 44,206 (101,314) 210,522

Plan Fiduciary Net Position-Beginning 2,360,236 2,316,030 2,417,344 2,206,822
Plan Fiduciary Net Position-Ending (b) 2,533,592 2,360,236 2,316,030 2,417,344

Net Pension Liability-Ending (a) - (b) $ 1,988,386 $ 1,869,732 $ 1,278,086 $ 1,395,472

Plan Fiduciary Net Position as a percentage of 
  Total Pension Liability 56.03% 55.80% 64.44% 63.40%

Covered Payroll $623,828 $638,053 $592,508 $574,704

Net Pension Liability as a percentage of covered 
payroll 318.74% 293.04% 215.71% 242.82%

Notes to Schedule:
1. The change in total pension liability is due to the change in the single discount rate included as an assumption change.
2. The covered payroll is the actual annual payroll for the fiscal year as reported by ERS.
3. This schedule is intended to present 10 years of information.  Currently, only four years of information is available.  Information-
    for future years will be added when it becomes available. 
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Schedules of Employer Contributions - Pension 

The information on the schedules of employer contributions was determined as of the end of the fiscal year presented. 

Schedule of Employer Contributions
(Amounts in Thousands)

2018 2017 2016 2015
Actuarially determined contributions $ 89,848 $ 67,526 $ 65,492 $ 71,131
Actual Contribution 67,073 66,253 66,163 48,288
Contribution deficiency (excess) 22,774 1,273 (670) 22,843
Covered payroll 655,345 649,179 649,536 593,496

Contribution as a percentage of covered 
payroll 10.23% 10.21% 10.19% 8.14%

Notes to Schedule of Employer Contributions:

Valuation Date:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Percentage of Payroll, Open
Remaining Amortization Period 31 years
Asset Valuation Method 20% of market plus 80% of expected actuarial value
Inflation 3.5%
Salary Increase 0% to 11.5%
Investment Rate of Return 8.00%
Retirement Age

Mortality

Other Information:
1. Actuarially determined contributions are adjusted for actual payroll and administrative expenses.
2. Members and employers contribute based on statutorily fixed rates.

4. The covered employee payroll is the actual annual payroll for the fiscal year as reported by ERS.

3. This schedule is intended to present 10 years of information.  Currently only four years of information is available. 
Information for future years will be added when it becomes available.   

Actuarially determined contribution rates are calculated as of August 31. 
Members and employers contribute based on statutorily fixed rates.

A new set of assumptions were adopted for the August 31, 2017 actuarial 
valuation and will be first reflected for the Actuarially Determined Employer 
Contribution (ADEC) determined for the fiscal year ending 2018.

Experience-based table of rates that are specific to the class of employee.  Last 
updated for the 2013 valuation pursuant to an experience study of the 5-year 
period from September 1, 2006 through August 31, 2011.

1994 Group Annuity Mortality with no setback for males and set forward two 
years fro females.  Generational mortality improvements in accordance with Scale 
AA are projected from the year 2000.

Methods and Assumptions Used to Determine 
Contribution Rates:

 

 
 

 

 

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 101



Schedules of Changes in Net OPEB Liability and Related Ratios 

For each of the fiscal years presented, the measurement date for the information on the schedules of 
changes in net pension liability and related ratios was the prior fiscal year-end. 

Schedule of Changes in Net OPEB Liability
(Amounts in Thousands)

2018
Total OPEB Liability
Service Cost $ 256,922
Interest 136,668
Differences between Expected and Actual Experience (55,942)
Assumption Changes (973,369)
Benefit Payments, including Refunds of Employee-
  Contributions (81,242)
Net Change in Total OPEB Liability (716,963)

Total OPEB Liability-Beginning 4,595,668
Total OPEB Liability-Ending (a) 3,878,705

Plan Fiduciary Net Position
Contributions-Employer 99,328
Contributions-Non-employer Contributing Entities 5,140
Contributions-Employee 21,835
Other (Federal Revenues and Other Additions) 8,009
Net Investment Income 504
Benefit Payments, including Refunds of Employee-
  Contributions (81,242)
Benefit Payments financed by Employee-
  Contributions and Federal Revenues (29,803)
Administrative Expense (627)
Net Change in Plan Fiduciary Net Position 23,144

Plan Fiduciary Net Position-Beginning 56,007
Plan Fiduciary Net Position-Ending (b) 79,151

Net OPEB Liability-Ending (a) - (b) $ 3,799,554

Plan Fiduciary Net Position as a Percentage of  Total OPEB Liability 2.04%

Covered-Employee Payroll $1,309,744

Net OPEB Liability as a Percentage of Covered- Employee Payroll 290.10%

Notes to Schedule of OPEB Liabilities:

2. Information is presented using an August 31, 2017 measurement date.

3. Benefit payments are net of member contributions and Federal Revenues.

1. This schedule is intended to present 10 years of informaiton.  Currently, only one year of 
information is available.  Information for future years will be added when it becomes available.  
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Schedule of Employer Contributions – OPEB 

 

Schedule of Employer Contributions
(Amounts in Thousands)

2018

Actuarially determined contribution $ 302,751
Actual Contribution 104,517
Contribution deficiency (excess) 198,234
Covered-Employee Payroll 1,309,744

Contribution as a percentage of Covered-Employee Payroll 8.00%

Notes to Schedule of Employer Contributions:

Methods and assumptions used to determine 
contribution rates:
Valuation Date August 31, 2017
Actuarial Cost Method Entry Age
Remaining Amortization Period 30 Years
Asset Valuation Method Not applicable
Actuarial Assumptions:
  Discount Rate 3.51%
  Inflation 2.50%
  Projected Annual Salary Increase 2.50% to 9.50%
  Annual Healthcare Trend Rate

  Aggregate Payroll Growth 3.00%
  Retirement Age

  Mortality-State Agency Members

Disabled Retirees:

Active Members:

Ad hoc Postemployment Benefit Changes None

Other Information:
This schedule is intended to present 10 years of information.  Currently, only one year of information is 
available.  Information for future years will be added when it becomes available.   

8.50% for FY 2019, decreasing 0.50% per 
year to 4.50% for FY 2027 and later years

Experience-based tables of rates that are 
specific to the class of employee

2017 State Retirees of Texas mortality table 
with 1 year set forward for male members

RP-2014 Disabled Retiree Mortality with 
Ultimate MP Projection Scale projected from 
year 2014

RP-2014 Active Member Mortality tables with 
Ultimate MP Projection Scale from the year 
2014

Service Retirees, Survivors and 
Other Inactive Members:
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State Highway Funds

  Combining Financial Statements

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0006 0006 0006 - State Highway Fund 
0006 0006 0020 - Prop 14 Tax Exempt Bonds
0006 0006 0121 - SH121 Concession-Project Fund
0006 0006 0122 - SH121 Concession-Revolving Fund
0006 0006 0130 - SH130 Concession
0006 0006 0161 - SH161 Project Fund
0006 0006 0162 - SH161 Revolving Fund
0006 0006 0288 - SH 288 Concession-Project Fund
0006 0006 0513 - CTTS Operating Account
0006 0006 0514 - CTTS Maintenance Account
0006 0006 0515 - CTTS Reserve Maintenance Account
0006 0006 0635 - LBJ Project Concession Refund
0006 0006 0820 - NTE Segments 1&2W Concession Fund
0006 0006 0823 - NTE Segment 3A&3B Concession Fund
0006 0006 1016 - Texas State Cemetery Committee
0006 0006 8006 - Depository Interest Default Fund
0006 0006 9000 - Deposit Default Fund
0006 0006 9001 - Returned Items Default Fund
0369* 0006 0369 - Federal American Recovery & Reinvestment Fund
0899 0006 0835 - I-35E Project Disbursing Account
9999 0006 1835 - I-35E Local Operating Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0006 0006 1006 - Proposition 1 Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0006 0006 1007 - Proposition 7 Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0006 0006 0099 - State Infrastructure Bank

* Fund 0369, Federal American Recovery and Reinvestment Funds, was moved to the State Highway Fund 

State Highway Fund Accounts - These funds contain the activity related to public road construction, maintenance 
and monitoring of the state’s highway system. The significant ongoing revenue sources are federal revenues and 
motor fuels taxes, which are constitutionally restricted and dedicated to the highway fund.

State Infrastructure Bank Accounts – This fund operates as a revolving loan program that makes loans to public 
and private entities to encourage the development of transportation projects and facilities.

TxDOT reports the following accounts/sub-funds, which are consolidated into the state highway fund for the financial 
statements. 

Proposition 1 - This fund was created to record, track and report the receipt and disbursement of the Proposition 1 
Fund.

Proposition 7 - This fund was created to record, track and report the receipt and disbursement of the Proposition 7 
Fund.

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 107



Combining Balance Sheet - State Highway Fund
August 31, 2018 (Amounts in Thousands)

State 
Highway 

Fund 
Accounts

Proposition 
1

Proposition 
7

State 
Infrastructure 

Bank TOTAL

ASSETS
Cash and Cash Equivalents:

Cash on Hand $ 77 $ 0 $ 0 $ 0 $ 77
Cash in Bank 8,837 0 0 0 8,837
Cash in State Treasury 1,558,960 1,120,336 630,448 344,057 3,653,801

Receivables:
Taxes 232,549 0 0 0 232,549
Federal 530,675 0 4,882 0 535,557
Other Intergovernmental 180,778 0 0 0 180,778
Interest and Dividends 4,662 0 0 2,122 6,784
Accounts Receivable 40,570 0 0 0 40,570

Due from Other Funds 15,957 0 0 0 15,957
Due from Other Agencies 227,064 1,384,115 1,560,809 0 3,171,988
Consumable Inventories 145,882 0 0 0 145,882
Loans and Contracts 594,866 0 0 155,759 750,625
Restricted:

Cash Equivalents 19,248 0 0 0 19,248
Short Term Investments 4,966 0 0 0 4,966

Total Assets $ 3,565,091 $ 2,504,451 $ 2,196,139 $ 501,938 $ 8,767,619

LIABILITIES, DEFERRED INFLOWS OF 
RESOURCES, AND FUND BALANCES
Liabilities:

Payables:
Accounts 925,807 124,883 0 0 1,050,690
Payroll 80,174 0 0 0 80,174
Contract Retainage 4,500 0 0 0 4,500

Due to Other Agencies 1,547 0 0 0 1,547
Unearned Revenues 61,293 0 0 0 61,293

Total Liabilities 1,073,321 124,883 0 0 1,198,204

Deferred Inflows of Resources:
Unavailable Revenue 221,805 1,384,115 0 0 1,605,920

Total Deferred Inflows of Resources 221,805 1,384,115 0 0 1,605,920

Fund Balances (Deficits):
Nonspendable:

Inventory 145,882 0 0 0 145,882
Restricted 16,398 995,453 2,196,139 501,938 3,709,928
Committed 787,550 0 0 0 787,550
Assigned 1,320,135 0 0 0 1,320,135

Total Fund Balances 2,269,965 995,453 2,196,139 501,938 5,963,495

$ 3,565,091 $ 2,504,451 $ 2,196,139 $ 501,938 $ 8,767,619
Total Liabilities, Deferred Inflows of 
Resources, and Fund Balances
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Texas Department of Transportation
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - State Highway Fund
For the Fiscal Year Ended, August 31, 2018 (Amounts in Thousands)

State 
Highway 

Fund 
Accounts

Proposition 
1

Proposition 
7

State 
Infrastructure

Bank TOTAL

REVENUES
Taxes $ 2,741,784 $ 734,418 $ 2,500,000 $ 0 $ 5,976,202
Federal Revenues 3,832,297 0 11,712 0 3,844,009
Federal Pass-Through Revenues 13,008 0 0 0 13,008
Licenses, Fees and Permits 68,570 0 0 0 68,570
Interest & Investment Income 37,381 25,631 0 11,251 74,263
Land Income 23,128 0 0 0 23,128
Settlement of Claims 21,133 0 0 0 21,133
Sales of Goods and Services 133,048 0 0 0 133,048
Other Revenues 3,516 0 0 0 3,516
    Total Revenues 6,873,865 760,049 2,511,712 11,251 10,156,877

EXPENDITURES
Transportation 3,673,402 0 0 0 3,673,402
Capital Outlay 4,372,412 1,288,193 0 0 5,660,605
Debt Service: 0 0 0 0

Principal on State Bonds 0 0 127,920 0 127,920
Principal on Pass-Through Tolls 110,843 0 0 0 110,843
Interest on State Bonds 0 0 192,519 0 192,519
Other Financing Fees 1,035 0 0 0 1,035

    Total Expenditures 8,157,692 1,288,193 320,439 0 9,766,324

Excess (Deficiency) of Revenues 
   Over (Under) Expenditures (1,283,827) (528,144) 2,191,273 11,251 390,553

OTHER FINANCING SOURCES (USES)
Transfers In 1,948,492 0 4,866 0 1,953,358
Transfers Out (571,190) 0 0 0 (571,190)
Sale of Capital Assets 5,454 0 0 0 5,454
    Total Other Financing Sources (Uses) 1,382,756 0 4,866 0 1,387,622

Net Change in Fund Balances 98,929 (528,144) 2,196,139 11,251 1,778,175

Fund Balances, September 1, 2017 2,171,036 1,523,597 0 490,687 4,185,320
Fund Balances, August 31, 2018 $ 2,269,965 $ 995,453 $ 2,196,139 $ 501,938 $ 5,963,495
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Texas Mobility Funds

  Combining Financial Statements

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0365 0365 0365 - TMF-General Account

0367 - TMF-Interest & Sinking Account
0373 - TMF-Rebate Account
0379 - TMF Cost of Issuance

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0365 0365 0377 - TMF-Bond Issue Account-Capital Project

Capital Projects Fund Accounts – These funds report the activity related to the expenditure of the 
mobility fund bond proceeds on eligible transportation projects.

Debt Service Fund Accounts – These funds report the activity related the payment of debt service on 
outstanding mobility fund bonds.

TxDOT reports the following accounts/sub-funds, which are consolidated into the Texas Mobility Fund for 
the financial statements. 
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Combining Balance Sheet - Texas Mobility Fund
August 31, 2018 (Amounts in Thousands)

Debt
Service
Fund

Capital 
Projects

Fund Total

ASSETS
Cash and Cash Equivalents:

Cash in State Treasury $ 568,275 $ 0 $ 568,275
Total Assets $ 568,275 $ 0 $ 568,275

LIABILITIES AND FUND BALANCES
Liabilities:

Payables:
Accounts 20,752 0 20,752

Unearned Revenues 1,817 0 1,817
Total Liabilities 22,569 0 22,569

Fund Balances (Deficits):
Restricted 545,706 0 545,706

Total Fund Balances 545,706 0 545,706

Total Liabilities and Fund Balances $ 568,275 $ 0 $ 568,275
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Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Texas Mobility Fund
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

Debt 
Service 
Fund

Capital
Projects

Fund Total

Legislative Appropriations:
Federal Revenues $ 21,756 $ 0 $ 21,756
Licenses, Fees and Permits 455,258 0 455,258
Interest and Investment Income 8,135 4,628 12,763
Other Revenues 70 0 70
         Total Revenues 485,219 4,628 489,847

EXPENDITURES
Transportation 0 29 29
Capital Outlay 0 496,845 496,845
Debt Service:

Principal on State Bonds 68,410 0 68,410
Interest on State Bonds 288,986 0 288,986
Other Financing Fees 252 0 252

           Total Expenditures 357,648 496,874 854,522

Excess (Deficiency) of Revenues
   Over (Under) Expenditures 127,571 (492,246) (364,675)

OTHER FINANCING SOURCES (USES)
Transfers In 0 151,424 151,424
Transfers Out (151,424) 0 (151,424)

           Total Other Financing Sources (Uses) (151,424) 151,424 0

Net Change in Fund Balances (23,853) (340,822) (364,675)

Fund Balances, September 1, 2017 569,559 340,822 910,381
Fund Balances, August 31, 2018 $ 545,706 $ 0 $ 545,706

REVENUES
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Nonmajor Governmental Funds

  Combining Financial Statements

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0001 0001 0001 - General Revenue Fund
0036 0036 0036 - Traffic Safety Crash Records
0900 0900 0090 - Suspense Fund
0999 0001 0998 - Miscellaneous-Utility Fund (Non-Cash)
7604 7604 7604 - TPFA G.O. Commercial Paper Series 2002B 

            Colonias Project Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0184 0184 0184 - Transportation Infrastructure Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0008 0008 0010 - State Highway Debt Service Fund

TxDOT reports the following accounts/sub-funds, which are consolidated into the Nonmajor Governmental 
funds for the financial statements. 

General Fund - The general fund accounts for all financial resources except those accounted for in other 
funds.

Special Revenue Funds - These funds are used to report the proceeds of specific revenue sources that are 
restricted or committed for specified purposes other than debt service or capital project.

Debt Service Funds - These funds are used to report financial resources that are restricted, committed or 
assigned to expenditure for principal and interest. 
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Texas Department of Transportation
Combining Balance Sheet - Nonmajor Governmental Funds
August 31, 2018 (Amounts in Thousands)

General 
Fund

Special
Revenue
Fund*

Debt
Service
Fund*

Total 
Nonmajor 

Funds
ASSETS

Cash and Cash Equivalents:
Cash in State Treasury $ 10,088 $ 16,354 $ 209,043 $ 235,485

Legislative Appropriations 5,314 0 0 5,314
Loans and Contracts 66 0 0 66

Total Assets 15,468 16,354 209,043 240,865

LIABILITIES AND FUND BALANCES 0 0
Liabilities:

Payables:
Accounts 22 6,199 0 6,221
Payroll 115 0 0 115

Due to Other Funds 10,088 0 0 10,088
Unearned Revenues 0 0 2,104 2,104

Total Liabilities 10,225 6,199 2,104 18,528

Fund Balances (Deficits):
Nonspendable:

LT Loans, Contracts and Receivables 23 0 0 23
Restricted 0 0 206,939 206,939
Committed 0 10,155 0 10,155
Assigned 116 0 0 116
Unassigned 5,104 0 0 5,104

Total Fund Balances 5,243 10,155 206,939 222,337

Total Liabilities and Fund Balances $ 15,468 $ 16,354 $ 209,043 $ 240,865
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Texas Department of Transportation
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor Governmental Funds
For the Fiscal Year Ended, August 31, 2018 (Amounts in Thousands)

General 
Fund

Special 
Revenue 
Fund*

Debt 
Service 
Fund*

Total 
Nonmajor 

Funds

Legislative Appropriations:
  Original Appropriations $ 1,208 $ 0 $ 0 $ 1,208
  Additional Appropriations 290 0 0 290
Federal Revenues 0 0 25,239 25,239
Interest and Investment Income 0 383 1,782 2,165
Sales of Goods and Services 394 0 0 394
         Total Revenues 1,892 383 27,021 29,296

EXPENDITURES
Transportation 7,672 15,116 0 22,788
Debt Service:

Principal on State Bonds 0 0 215,675 215,675
Interest on State Bonds 0 0 206,227 206,227

           Total Expenditures 7,672 15,116 421,902 444,690

Excess (Deficiency) of Revenues
   Over (Under) Expenditures (5,780) (14,733) (394,881) (415,394)

OTHER FINANCING SOURCES (USES)
Transfers In 1,208 0 402,542 403,750
Transfers Out (4,879) 0 0 (4,879)
Sale of Capital Assets 3,369 0 0 3,369
Appropriations Lapsed (499) 0 0 (499)

           Total Other Financing Sources (Uses) (801) 0 402,542 401,741

Net Change in Fund Balances (6,581) (14,733) 7,661 (13,653)

Fund Balances, September 1, 2017 11,824 24,888 199,278 235,990
Fund Balances, August 31, 2018 $ 5,243 $ 10,155 $ 206,939 $ 222,337

* No combining statements presented.

REVENUES
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Non Major General Funds

  Combining Financial Statements

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0001 0001 0001 - General Revenue Fund
0999 0001 0998 - Mis-Utility Fund (Non-Cash)

Traffic Safety-Crash Records Information Systems

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0036 0036 0036 - Traffic Safety Crash Records

Colonias Projects Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
7604 7604 7604 - TPFA G.O. Commercial Paper Series 2002B 

Colonias Project Fund

Suspense Fund

Appropriated 
Fund GAAP  Fund USAS D23 Funds
0900 0900  0090 - Suspense Fund

General Fund - The general fund accounts for all financial resources except those accounted for in other funds.

TxDOT reports the following accounts/sub-funds, which are consolidated into the Nonmajor Governmental funds 
for the financial statements. 
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Texas Department of Transportation
Combining Balance Sheet - Nonmajor General Funds
August 31, 2018 (Amounts in Thousands)

General 
Revenue

Fund

Traffic 
Safety
Crash

Records 

Colonias
Projects 

Fund
Suspense

 Fund Total

ASSETS
Cash and Cash Equivalents:

Cash in State Treasury $ 0 $ 0 $ 0 $ 10,088 $ 10,088
Legislative Appropriations 5,314 0 0 0 5,314
Loans and Contracts 66 0 0 0 66

Total Assets $ 5,380 $ 0 $ 0 $ 10,088 $ 15,468

LIABILITIES AND FUND BALANCES
Liabilities:

Payables:
Accounts 22 0 0 0 22
Payroll 115 0 0 0 115

Due to Other Funds 0 0 0 10,088 10,088
Total Liabilities 137 0 0 10,088 10,225

Fund Balances (Deficits):
Nonspendable 23 0 0 0 23
Assigned 116 0 0 0 116
Unassigned 5,104 0 0 0 5,104

Total Fund Balances 5,243 0 0 0 5,243

Total Liabilities and Fund Balances $ 5,380 $ 0 $ 0 $ 10,088 $ 15,468
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Texas Department of Transportation
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor General Funds
For the Fiscal Year Ended August 31, 2018 (Amounts in Thousands)

General 
Revenue 

Fund

Traffic 
Safety
Crash

Records

Colonias
Projects

Fund
Suspense

Fund Total

Legislative Appropriations:
  Original Appropriations $ 1,208 $ 0 $ 0 $ 0 $ 1,208
  Additional Appropriations 290 0 0 0 290
Sales of Goods and Services 394 0 0 0 394

Total Revenues 1,892 0 0 0 1,892

EXPENDITURES
Transportation 6,464 731 477 0 7,672

Excess (Deficiency) of Revenues
   Over (Under) Expenditures (4,572) (731) (477) 0 (5,780)

OTHER FINANCING SOURCES (USES)
Transfers In 0 731 477 0 1,208
Transfers Out (4,879) 0 0 0 (4,879)
Sale of Capital Assets 3,369 0 0 0 3,369
Appropriations Lapsed (499) 0 0 0 (499)

           Total Other Financing Sources (Uses) (2,009) 731 477 0 (801)

Net Change in Fund Balances (6,581) 0 0 0 (6,581)

Fund Balances, September 1, 2017 11,824 0 0 0 11,824

Fund Balances, August 31, 2018 $ 5,243 $ 0 $ 0 $ 0 $ 5,243

REVENUES

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 121



This page is intentionally blank 
 

 
Page 122

______________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation



Agency Funds

  Combining Financial Statements

Appropriated 
Fund GAAP  Fund USAS D23 Funds
9995 9999 1997 - Toll Custodial Account
0001 1000 1001 - General Revenue Fund-Agency Funds
0980 0980 0980 - Direct Deposit Correction Fund
0980 0980 9014 - USPS-Direct Deposit Return
0942 0942 0942 - 401K Payroll
0900 0900 0900 - Suspense Fund
0900 0900 9015 - USPS-Overpayments To Employees
0900 0900 9016 - Warrant Hold Offset-Gc403.0551
0882 0882 0882 - City County MTA & SPD Sales Tax
0807 0807 8070 - Child Support Addenda Deductions

These funds are used to account for the assets held for distribution by the state as an agent for another entity for 
which the government has custodial responsibility and accounts for the flow of assets. 

Agency Funds

____________________________________________________________________________________________________________ 
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Texas Department of Transportation
Combining Statement of Changes in Assets and Liabilities - Agency Funds
For the Fiscal Year Ended August 31, 2018 

Balances Balances
September 1, August 31,

2017 Additions Deductions 2018
UNAPPROPRIATED RECEIPTS
General Revenue Fund 

Assets:
  Cash on Hand $ 0 $ 4,264 $ 4,264 $ 0

Total Assets $ 0 $ 4,264 $ 4,264 $ 0

Liabilities:
  Funds Held for Others $ 0 $ 4,264 $ 4,264 $ 0

Total Liabilities $ 0 $ 4,264 $ 4,264 $ 0

OTHER AGENCY FUNDS
Child Support Deducts Account

Assets:
  Cash in State Treasury $ 322 $ 4,361 $ 4,356 $ 327

Total Assets $ 322 $ 4,361 $ 4,356 $ 327

Liabilities:
  Funds Held for Others $ 322 $ 4,361 $ 4,356 $ 327

Total Liabilities $ 322 $ 4,361 $ 4,356 $ 327

Direct Deposit Correction Account 

Assets:
  Cash in State Treasury $ 0 $ 947 $ 828 $ 119

Total Assets $ 0 $ 947 $ 828 119

Liabilities:
  Funds Held for Others $ 0 $ 947 $ 828 $ 119

Total Liabilities $ 0 $ 947 $ 828 $ 119

Toll Revenue Custodial Account

Assets:
  Cash on Hand $ 34 $ 12 $ 34 $ 12
  Cash in Bank 5,002 1,881,436 1,885,451 987
  Cash Equivalents 0 502,346 477,149 25,197
  Short-Term Investments 63,682 39,035 80,878 21,839

Total Assets $ 68,718 $ 2,422,829 $ 2,443,512 $ 48,035
Liabilities:
  Funds Held For Others $ 68,718 $ 2,422,829 $ 2,443,512 $ 48,035

Total Liabilities $ 68,718 $ 2,422,829 $ 2,443,512 $ 48,035

TOTALS - ALL AGENCY FUNDS
Assets:
  Cash on Hand $ 34 $ 4,276 $ 4,298 $ 12
  Cash in Bank 5,002 1,881,436 1,885,451 987
  Cash In State Treasury 322 5,308 5,184 446
  Cash Equivalents 0 502,346 477,149 25,197
  Short-Term Investments 63,682 39,035 80,878 21,839

Total Assets:                                                                    $ 69,040 $ 2,432,401 $ 2,452,960 $ 48,481

Liabilities:
  Funds Held for Others $ 69,040 $ 2,432,401 $ 2,452,960 $ 48,481

Total Liabilities $ 69,040 $ 2,432,401 $ 2,452,960 $ 48,481
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Section Two (continued) 

Other Information  
 

Schedule 1A - Schedule of Expenditures of Federal Awards (Unaudited) 
 
Schedule 1B - Schedule of State Grant Pass-Throughs from/to State       

Agencies (Unaudited) 
 
Schedule 2 - Bond Schedules  

 
Schedule 2A - Miscellaneous Bond Information 
 
Schedule 2B - Changes in Bonded Indebtedness 

 
Schedule 2C - Debt Service Requirements 

 
Schedule 2D - Analysis of Funds Available for Debt Service 
 
Schedule 2E - Defeased Outstanding Bonds 

 
Schedule 3 - Matrix of Expenditures Reported by Function - 

Governmental Funds (Unaudited) 
 
 

* All schedules are presented unrounded (in dollars and cents). 
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 1A-SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended August 31, 2018

Federal Grantor/ Federal Pass-Through From Direct 
Pass-Through Grantor/ CFDA Agency State Other Program
Program Title Number Number Entities Entities Amount

$ $ $
Federal Aviation Administration (FAA):
  Direct Program:
    Airport Improvement Program 20.106 39,911,813.15

  Pass-Through Funds to Other Entities:
    Airport Improvement Program 20.106 520,056.00
Total FAA: 0.00 0.00 40,431,869.15

Federal Highway Administration (FHWA):
  Direct Program:
    Highway Research and Development Program 20.200 410,137.18
    Transportation Infrastructure Finance and Innovation 
       Act (TIFIA) Program 20.223 17,025,939.14
Total FHWA: 0.00 0.00 17,436,076.32

Federal Railroad Administration (FRA):
  Direct Program:
    Railroad Development 20.314 146,634.72
    Capital Assistance to States - Intercity Passenger
       Rail Service 20.317 9,059.38

  Pass-Through Funds to Other Entities:
    Capital Assistance to States - Intercity Passenger
       Rail Service 20.317 6,126,911.68
Total FRA: 0.00 0.00 6,282,605.78

Federal Transit Administration (FTA):
  Direct Program:
    Federal Transit Metropolitan Planning Grants 20.505 485,742.12
    Formula Grants For Other Than Urbanized Areas 20.509 1,514,040.10
    Rail Fixed Guideway Public Transportation System State
       Safety Oversight Formula Grants 20.528 484,294.77

  Pass-Through Funds to Other Entities:
    Federal Transit Metropolitan Planning Grants 20.505 317,984.04
    Formula Grants For Other Than Urbanized Areas 20.509 51,336,306.07
Total FTA: 0.00 0.00 54,138,367.10

National Highway Traffic Safety Admin. (NHTSA):
  Direct Program:
    NHTSA Discretionary Safety Grants 20.614 217,893.50
Total NHTSA: 0.00 0.00 217,893.50

Office of the Secretary (OST) Administration Secretariat:
  Direct Program:
    National Infrastructure Investments 20.933 63,548.66

  Pass-Through Funds to Other Entities:
    National Infrastructure Investments 20.933 8,104,601.39
Total U.S. DOT: 0.00 0.00 8,168,150.05

General Services Administration (GSA):
  Pass-Through Funds:
  Donation of Federal Surplus Personal Property-NonMonetary
    Pass-Through from Texas Facilities Commission 39.003 303 62,680.74
Total GSA: 62,680.74 0.00 0.00

Department of Homeland Security (DHS):
  Pass-Through Funds:
    Disaster Grants - Public Assistance
    Pass-Through from Texas Department of Public Safety 97.036 405 13,007,608.12
Total DHS: 13,007,608.12 0.00 0.00

 
Page 126

______________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation



Through From          Pass-Through To Through To
and Direct Agency State  Other and Expenditures
Program Number Entities Entities Expenditures Amount

$ $ $ $ $

39,911,813.15 39,911,813.15 39,911,813.15

520,056.00 520,056.00 520,056.00
40,431,869.15 0.00 520,056.00 39,911,813.15 40,431,869.15

410,137.18 410,137.18 410,137.18

17,025,939.14 17,025,939.14 17,025,939.14
17,436,076.32 0.00 0.00 17,436,076.32 17,436,076.32

146,634.72 146,634.72 146,634.72

9,059.38 9,059.38 9,059.38

6,126,911.68 6,126,911.68 6,126,911.68
6,282,605.78 0.00 6,126,911.68 155,694.10 6,282,605.78

485,742.12 485,742.12 485,742.12
1,514,040.10 1,514,040.10 1,514,040.10

484,294.77 484,294.77 484,294.77

317,984.04 317,984.04 317,984.04
51,336,306.07 51,336,306.07 51,336,306.07
54,138,367.10 0.00 51,654,290.11 2,484,076.99 54,138,367.10

217,893.50 217,893.50 217,893.50
217,893.50 0.00 0.00 217,893.50 217,893.50

63,548.66 63,548.66 63,548.66

8,104,601.39 8,104,601.39 8,104,601.39
8,168,150.05 0.00 8,104,601.39 63,548.66 8,168,150.05

62,680.74 62,680.74 62,680.74
62,680.74 0.00 0.00 62,680.74 62,680.74

13,007,608.12 13,007,608.12 13,007,608.12
13,007,608.12 0.00 0.00 13,007,608.12 13,007,608.12
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 1A-SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
Year Ended August 31, 2018

Federal Grantor/ Federal Pass-Through From Direct 
Pass-Through Grantor/ CFDA Agency State Other Program
Program Title Number Number Entities Entities Amount

$ $ $
Other Clusters

Federal Transit Cluster:

Federal Transit Administration (FTA):
  Direct Program:
    Federal Transit - Capital Investment Grants 20.500 (462,449.04)
    Bus and Bus Facilities Formula Program 20.526 462,450.46

  Pass-Through Funds to Other Entities:
    Federal Transit - Capital Investment Grants 20.500 86,357.00
    Bus and Bus Facilities Formula Program 20.526 3,700,667.37
Total FTA: 0.00 0.00 3,787,025.79

Transit Services Programs Cluster:

Federal Transit Administration (FTA):
  Direct Program:
    Enhanced Mobility of Seniors and Individuals with 
      Disabilities 20.513 747,360.19

  Pass-Through to Other Entities:
    Enhanced Mobility of Seniors and Individuals with 
      Disabilities 20.513 7,516,608.48
Total FTA: 0.00 0.00 8,263,968.67

Highway Planning and Construction Cluster:

Federal Highway Administration (FHWA):
  Direct Program:
    Highway Planning and Construction 20.205 3,485,519,613.01

  Pass-Through Funds:
    Highway Planning and Construction
    University of Texas at Arlington 20.205 277,590.19
    Prairie View A&M University 20.205 1,641.63
    Texas Southern University 20.205 65,461.47
    University of Texas at El Paso 20.205 117,347.28
    University of Texas at San Antonio 20.205 203,579.82
    Texas Parks and Wildlife Department 20.205 5,992.00

    Pass-Through to Other Entities 20.205 184,413,102.69
Total FHWA: 0.00 0.00 3,670,604,328.09
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Through From          Pass-Through To Through To
and Direct Agency State Other and Expenditures
Program Number Entities Entities Expenditures Amount

$ $ $ $ $

(462,449.04) (462,449.04) (462,449.04)
462,450.46 462,450.46 462,450.46

86,357.00 86,357.00 86,357.00
3,700,667.37 3,700,667.37 3,700,667.37
3,787,025.79 0.00 3,787,024.37 1.42 3,787,025.79

747,360.19 747,360.19 747,360.19

7,516,608.48 7,516,608.48 7,516,608.48
8,263,968.67 0.00 7,516,608.48 747,360.19 8,263,968.67

3,485,519,613.01 3,485,519,613.01 3,485,519,613.01

277,590.19 714 277,590.19 277,590.19
1,641.63 715 1,641.63 1,641.63

65,461.47 717 65,461.47 65,461.47
117,347.28 724 117,347.28 117,347.28
203,579.82 743 203,579.82 203,579.82

5,992.00 802 5,992.00 5,992.00

184,413,102.69 184,413,102.69 184,413,102.69
3,670,604,328.09 671,612.39 184,413,102.69 3,485,519,613.01 3,670,604,328.09
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 1A-SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Concluded)
Year Ended August 31, 2018

Federal Grantor/ Federal Pass-Through From Direct 
Pass-Through Grantor/ CFDA Agency State Other Program
Program Title Number Number Entities Entities Amount

$ $ $
Highway Safety Cluster:

National Highway Traffic Safety Admin. (NHTSA):

  Direct Program:
    State and Community Highway Safety 20.600 1,864,571.53
    National Priority Safety Programs 20.616 7,628,856.89

  Pass-Through Funds:
    State and Community Highway Safety 
    Office of Court Administration 20.600 15,068.33
    Texas Department of Public Safety 20.600 351,934.46
    Texas Alcoholic Beverage Commission 20.600 376,261.15
    Texas Department of State Health Services 20.600 681,485.24
    Texas A&M AgriLife Extension Service 20.600 1,227,942.25
    University of Texas at Arlington 20.600 358,707.54
    Texas A&M Engineering Extension Service 20.600 320,516.23
    Texas A&M Transportation Institute 20.600 2,206,532.53
    Texas Tech University 20.600 126,530.00
    The University of Texas Rio Grande Valley 20.600 6,000.00
    Texas State University 20.600 134,829.10
    Texas A&M University - Corpus Christi 20.600 5,450.00

    National Priority Safety Programs
    Office of Court Administration 20.616 130,309.51
    Texas Department of Public Safety 20.616 1,043,325.21
    Texas Alcoholic Beverage Commission 20.616 36,123.89
    Texas Department of State Health Services 20.616 1,201,049.28
    Texas A&M Transportation Institute 20.616 1,184,967.54
    Sam Houston State University 20.616 846,659.73
    University of Houston - Downtown 20.616 28,244.38

  Pass-Through to Other Entities
    State and Community Highway Safety 20.600 13,670,742.94
    National Priority Safety Programs 20.616 6,546,673.29
Total NHTSA: 0.00 0.00 39,992,781.02

Total Other Clusters 0.00 0.00 3,722,648,103.57

TOTAL FEDERAL ASSISTANCE $ 13,070,288.86 $ 0.00 $ 3,849,323,065.47
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Total Pass- Total Pass-
Through From          Pass-Through To Through To

and Direct Agency State Other and Expenditures
Program Number Entities Entities Expenditures Amount

$ $ $ $ $

1,864,571.53 1,864,571.53 1,864,571.53
7,628,856.89 7,628,856.89 7,628,856.89

15,068.33 212 15,068.33 15,068.33
351,934.46 405 351,934.46 351,934.46
376,261.15 458 376,261.15 376,261.15
681,485.24 537 681,485.24 681,485.24

1,227,942.25 555 1,227,942.25 1,227,942.25
358,707.54 714 358,707.54 358,707.54
320,516.23 716 320,516.23 320,516.23

2,206,532.53 727 2,206,532.53 2,206,532.53
126,530.00 733 126,530.00 126,530.00

6,000.00 746 6,000.00 6,000.00
134,829.10 754 134,829.10 134,829.10

5,450.00 760 5,450.00 5,450.00

130,309.51 212 130,309.51 130,309.51
1,043,325.21 405 1,043,325.21 1,043,325.21

36,123.89 458 36,123.89 36,123.89
1,201,049.28 537 1,201,049.28 1,201,049.28
1,184,967.54 727 1,184,967.54 1,184,967.54

846,659.73 753 846,659.73 846,659.73
28,244.38 784 28,244.38 28,244.38

13,670,742.94 13,670,742.94 13,670,742.94
6,546,673.29 6,546,673.29 6,546,673.29

39,992,781.02 10,281,936.37 20,217,416.23 9,493,428.42 39,992,781.02

3,722,648,103.57 10,953,548.76 215,934,151.77 3,495,760,403.04 3,722,648,103.57

$ 3,862,393,354.33 $ 10,953,548.76 $ 282,340,010.95 $ 3,569,099,794.62 $ 3,862,393,354.33
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended August 31, 2018

Note 1 - Nonmonetary Assistance

The "Donation of Federal Surplus Personal Property" is presented at 22.47 percent of the federal acquisition cost of $278,953.00.  The surplus
property is passed through from the Texas Facilities Commission.  The federal grantor agency is the General Services Administration (GSA)
and the federal CFDA number is 39.003.  The estimated fair market value (FMV) for fiscal year 2018 is $62,680.74.  The difference of the
value of the surplus property recorded on the federal schedule and Exhibit II (Federal Revenues and Federal Pass-Through Revenues) is a
reconciling item under Note 2.

Note 2 - Reconciliation

Per Combined Statement of Revenues, Expenditures, and Changes in Fund
Balances/Statement of Activities - Governmental Funds:

     Federal Revenues before Other Adjustments $3,891,004,082.90
     Federal Pass-Through Revenues 13,007,608.12
         Subtotal $3,904,011,691.02

Reconciling Items:
     Federal Surplus Personal Property Donation (Non-Monetary) 62,680.74
     Build America Bonds Federal Subsidy (58,706,956.57)
     Transportation Infrastructure Finance and Innovation Act (TIFIA) Loans 17,025,939.14

Total Pass-Through and Expenditures per Federal Schedule $3,862,393,354.33
 

Note 3 - Federally Funded Loan Programs

Transportation Infrastructure Finance and Innovation Act (TIFIA)

CFDA 
Number Program Name New Loans Processed*
20.223 Transportation Infrastructure Finance and Innovation Act (TIFIA) Program $17,025,939.14

* This value is the amount of the loan proceeds expended on the project and included in the Schedule.

Note 7 - Federal Deferred Inflow

                   Federal Deferred Inflow September 1, 2017 $30,882,166.36
                   Increase 67,954,617.01
                   Federal Deferred Inflow August 31, 2018 $98,836,783.37

The federal deferred inflow ending balance of $98,836,783.37 pertains to federal expenditures which were incurred and are reimbursable from 
the Federal Highway Administration, but the federal receivable is not collectable within 60 days after the end of the fiscal year.  Federal CFDA
number 20.205 applies to this $98,836,783.37.

Note 10 - 10 Percent De Minimis Indirect Cost Rate

The Texas Department of Transportation did not elect to use the 10 percent de minimis indirect cost rate allowed under the Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards. The department does not currently bill
any federal agency for indirect cost.

In fiscal 2017, $267.9 million of the IH 35E Managed Lanes project TIFIA loan proceeds were expended to fund the project's construction 
costs. During fiscal 2018, the remaining $17.1 million of the existing loan proceeds were expended. The TIFIA loans proceeds expended on 
eligible project expenditures are subject to Uniform Administrative Requirements, Costs Principles, and Audit Requirements for Federal 
Awards and are included in the Schedule and are part of a reconciliation item on Note 2.

In fiscal 2017, the U.S. Department of Transportation provided a secured loan to the Texas Department of Transportation for $285 million to 
pay or reimburse a portion of the costs of the IH 35E Managed Lanes project. The secured loan agreement was entered into pursuant to the 
provisions of TIFIA and will be repaid with toll revenues.
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 1B-SCHEDULE OF STATE GRANT PASS-THROUGHS FROM/TO STATE AGENCIES
Year Ended August 31, 2018

Pass-Through To: Grant ID Amount

Airport Routine Maintenance 601.0029
  Texas A&M University System ( Agency 710) 50,000.00$    

Airport Routine Maintenance 601.0030
  Texas State Technical College System (Agency 719) 49,999.81$    

      Total Pass-Through To Other Agencies 99,999.81$    
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2A - MISCELLANEOUS BOND INFORMATION
For the Fiscal Year Ended August 31, 2018

Governmental Activities

Bonds Issued to Date
First 
Year

Last 
Year

General Obligation Bonds:
Texas Mobility Fund (Self-Supporting)
Series 2006-B Variable Rate Bonds $ 150,000,000.00       VAR VAR Weekly 2036 2036 **
Series 2008 Fixed Rate Bonds* 1,100,000,000.00    4.0000% 5.0000% 2009 2037 4/1/2018
Series 2009-A Taxable Fixed Rate Bonds 1,208,495,000.00    5.3670% 5.5170% 2029 2039 **
Series 2014 Fixed Rate Refunding Bonds 973,775,000.00       4.0000% 5.0000% 2016 2034 4/1/2024
Series 2014-A Fixed Rate Refunding Bonds 1,580,160,000.00    4.0000% 5.0000% 2017 2044 10/1/2024
Series 2014-B SIFMA Index Bonds 250,000,000.00       VAR VAR Weekly 2041 2041 4/1/2018
Series 2015-A Fixed Rate Refunding Bonds 911,360,000.00       3.2000% 5.0000% 2018 2036 10/1/2025
Series 2015-B Fixed Rate Refunding Bonds 254,105,000.00       5.0000% 5.0000% 2031 2036 10/1/2025
Series 2017-A Fixed Rate Refunding Bonds 296,020,000.00       5.0000% 5.0000% 2030 2034 10/1/2027
Series 2017-B Fixed Rate Refunding Bonds 474,135,000.00       5.0000% 5.0000% 2029 2036 10/1/2027
Total General Obligation Bonds (Self-Supporting) 7,198,050,000.00    

Texas Highway Improvement (Non-Self-Supporting)
Series 2010-A Taxable Fixed Rate Bonds 815,420,000.00       3.2030% 4.6810% 2019 2040 **
Series 2010-B Fixed Rate Bonds* 162,390,000.00       2.0000% 5.0000% 2012 2018 n/a
Series 2012-A Fixed Rate Bonds 818,635,000.00       5.0000% 5.0000% 2019 2042 4/1/2022
Series 2012-B Taxable Fixed Rate Bonds 99,570,000.00         0.3000% 1.5000% 2014 2019 n/a
Series 2014 Fixed Rate Bonds 1,260,000,000.00    2.0000% 5.0000% 2015 2044 4/1/2024
Series 2016 Fixed Rate Bonds 615,000,000.00       5.0000% 5.0000% 2017 2046 4/1/2026
Series 2016-A Fixed Rate Bonds 588,755,000.00       4.0000% 5.0000% 2018 2046 4/1/2026
Total General Obligation (Non-Self Supporting) 4,359,770,000.00    

Revenue Bonds:
State Highway Fund (Self-Supporting)
Series 2008 Fixed Rate Bonds 162,995,000.00       3.5000% 5.2500% 2010 2028 4/1/2018
Series 2010 Taxable Fixed Rate Bonds 1,500,000,000.00    5.0280% 5.1780% 2026 2030 **
Series 2014-A Refunding Fixed Rate Bonds 1,157,795,000.00    4.7500% 5.0000% 2017 2034 4/1/2024
Series 2014-B1 Variable Rate Bonds 150,000,000.00       VAR VAR Weekly 2032 2032 **
Series 2014-B2 LIBOR Bonds 150,000,000.00       VAR VAR Monthly 2032 2032 **
Series 2015 Revenue Refunding Bonds 781,080,000.00       3.0000% 5.0000% 2017 2026 n/a
Series 2016-A Fixed Rate Bonds 601,210,000.00       3.0000% 5.0000% 2017 2030 10/1/2026
Series 2016-B Variable Rate Bonds 89,370,000.00         4.0000% 4.0000% 2025 2026 10/1/2021
Total Revenue Bonds (Self-Supporting) 4,592,450,000.00    
Total Governmental Activities $ 16,150,270,000.00  

* These bonds are not outstanding as of 08/31/2018
** Bonds are subject to redemption prior to their respective maturities at the option of the Commission.

First Call 
Date

Terms of 
Variable 
Interest 
Rates *

Range of Interest 
Rates

Scheduled 
Maturities
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2A - MISCELLANEOUS BOND INFORMATION (Concluded)
For the Fiscal Year Ended August 31, 2018

Bonds Issued to Date
First 
Year

Last 
Year

First Call 
Date

Revenue Bonds:
Central Texas Turnpike System (Self-Supporting)
First Tier Revenue Bonds Series 2002-A
  Non-Callable Capital Appreciation  Bonds*** $ 653,179,794.86       4.4700% 5.7500% 2012 2030 n/a
  Callable Capital Appreciation Bonds* 325,494,476.65       6.0000% 6.1000% 2025 2038 8/15/2012
First Tier Revenue Refunding Bonds Series 2012-A                        585,330,000.00       4.0000% 5.0000% 2038 2041 8/15/2022
First Tier Revenue Refunding Put Bonds, Series 2015-A 225,000,000.00       5.0000% 5.0000% 2041 2042 4/1/2020
First Tier Revenue Refunding Bonds Series 2015-B                        

Current Interest Bonds + Term Bond 198,025,000.00       5.0000% 5.0000% 2032 2037 8/15/2024
Capital Appreciation Bonds *** 108,099,200.00       4.3600% 4.3800% 2036 2037 8/15/2024

Second Tier Revenue Refunding Bonds, Series 2015-C 1,157,320,000.00    5.0000% 5.0000% 2022 2042 8/15/2024
Total Central Texas Turnpike System (Self-Supporting) 3,252,448,471.51    

Blended Component Unit-Grand Parkway Transportation Corporation****
First Tier Toll Revenue Bonds, Series 2013-A 200,000,000.00       5.1250% 5.5000% 2031 2053 10/1/2023
Subordinate Tier Toll Revenue Bonds, Series 2013-B
   Convertible Capital  Appreciation Bonds*** 368,099,466.40       4.9500% 5.8500% 2029 2048 10/1/2028
   Current Interest Bonds 1,137,935,000.00    5.0000% 5.2500% 2048 2053 10/1/2023
Subordinate Tier Toll Revenue Bonds, Series 2013-E 361,810,000.00       5.1840% 5.1840% 2036 2042 **
Subordinate Tier Toll Revenue Refunding Bonds, Series 2016 83,775,000.00         2.2000% 2.2000% 2023 2023 n/a
Subordinate Tier Toll Revenue Bonds, Series 2018-A 712,100,000.00       5.0000% 5.0000% 2030 2048 4/1/2028
Subordinate Tier Toll Revenue Put Bonds, Series 2018-B 166,525,000.00       5.0000% 5.0000% 2049 2052 10/1/2023
Total Blended Component Unit-Grand Parkway 
Transportation Corporation 3,030,244,466.40    
Total Business-Type Activities $ 6,282,692,937.91    

* These bonds are not outstanding as of 08/31/2018
** Bonds are subject to redemption prior to their respective maturities at the option of the Corporation.
***Bonds issued to date include interest accreted to principal.
****Grand Parkway Transportation Corporation bonds are not obligations of the State.

Business-Type Activities
Terms of 
Variable 
Interest 
Rates *

Scheduled 
Maturities

Range of Interest 
Rates
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2B - CHANGES IN BONDED INDEBTEDNESS
For the Fiscal Year Ended August 31, 2018

Governmental Activities

Bonds Outstanding
Description of Issue 9/1/2017
General Obligation Bonds:
Texas Mobility Fund
   Series 2006-B $ 150,000,000.00        $ $ $ $          150,000,000.00 
   Series 2008 19,970,000.00               19,970,000.00                                -   
   Series 2009-A 1,208,495,000.00           1,208,495,000.00 
   Series 2014         948,930,000.00      23,790,000.00          925,140,000.00 
   Series 2014-A      1,580,160,000.00      24,650,000.00       1,555,510,000.00 
   Series 2014-B         250,000,000.00          250,000,000.00 
   Series 2015-A         911,360,000.00          911,360,000.00 
   Series 2015-B         254,105,000.00          254,105,000.00 
   Series 2017-A         296,020,000.00          296,020,000.00 
   Series 2017-B         474,135,000.00          474,135,000.00 
Texas Highway Improvement
   Series 2010-A 815,420,000.00                 815,420,000.00 
   Series 2010-B 26,470,000.00               26,470,000.00                                -   
   Series 2012-A 818,635,000.00                 818,635,000.00 
   Series 2012-B           26,580,000.00      18,645,000.00              7,935,000.00 
   Series 2014      1,134,000,000.00      42,000,000.00       1,092,000,000.00 
   Series 2016         594,500,000.00      20,500,000.00          574,000,000.00 
   Series 2016-A         588,755,000.00      20,305,000.00          568,450,000.00 

Total General Obligation Bonds    10,097,535,000.00                            -      196,330,000.00                             -         9,901,205,000.00 

Revenue Bonds:
State Highway Fund 
   Series 2008           66,195,000.00        7,840,000.00            58,355,000.00 
   Series 2010      1,500,000,000.00       1,500,000,000.00 
   Series 2014-A      1,080,125,000.00      81,400,000.00          998,725,000.00 
   Series 2014-B1         150,000,000.00          150,000,000.00 
   Series 2014-B2         150,000,000.00          150,000,000.00 
   Series 2015         781,080,000.00      61,125,000.00          719,955,000.00 
   Series 2016-A         601,210,000.00      65,310,000.00          535,900,000.00 
   Series 2016-B           89,370,000.00 -                                    89,370,000.00 

 Total Revenue Bonds      4,417,980,000.00                            -      215,675,000.00                             -         4,202,305,000.00 
Total Governmental Activities  $    14,515,515,000.00  $ 0.00  $    412,005,000.00  $ 0.00  $     14,103,510,000.00 

Bonds Matured 
or RetiredBonds Issued

Bonds Refunded or 
Extinguished

Bonds Outstanding 
8/31/2018
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TEXAS DEPARTMENT OF TRANSPORTATION 
SCHEDULE 2B - CHANGES IN BONDED INDEBTEDNESS (Continued)
For the Fiscal Year Ended August 31, 2018

Governmental Activities 
Net Bonds Amounts Due 

Unamortized Unamortized Outstanding Within One
Description of Issue Premium Discount Adjustments 8/31/2018 Year
General Obligation Bonds:
Texas Mobility Fund
   Series 2006-B  $  $  $  $ 150,000,000.00  $ 
   Series 2009-A 1,208,495,000.00
   Series 2014 102,268,730.23 1,027,408,730.23 43,782,957.32
   Series 2014-A 206,560,903.50 1,762,070,903.50 43,196,759.68
   Series 2014-B 0.00 250,000,000.00
   Series 2015-A 106,864,499.37 1,018,224,499.37 27,082,344.66
   Series 2015-B 34,793,285.12 288,898,285.12 1,985,728.36
   Series 2017-A 49,259,606.59 345,279,606.59 3,153,629.03
   Series 2017-B 78,425,357.60 552,560,357.60 4,894,120.60
Texas Highway Improvement
   Series 2010-A 0.00 815,420,000.00 27,720,000.00
   Series 2012-A 131,421,363.12 950,056,363.12 19,726,417.30
   Series 2012-B 9,551.50 7,944,551.50 7,944,551.50
   Series 2014 154,557,981.30 1,246,557,981.30 53,448,739.35
   Series 2016 108,892,078.90 682,892,078.90 28,009,798.55
   Series 2016-A 97,099,567.80 665,549,567.80 27,001,887.53

Total General Obligation Bonds 1,070,152,925.03 0.00 10,971,357,925.03 287,946,933.88

Revenue Bonds:
State Highway Fund 
   Series 2008 2,610,241.07 60,965,241.07 322,167.13
   Series 2010 0.00 1,500,000,000.00 0.00
   Series 2014-A 113,186,543.66 1,111,911,543.66 99,524,358.18
   Series 2014-B1 150,000,000.00 0.00
   Series 2014-B2 150,000,000.00 0.00
   Series 2015 71,624,078.38 791,579,078.38 85,952,894.13
   Series 2016-A 71,680,511.60 607,580,511.60 81,491,881.30
   Series 2016-B 8,773,667.66 0.00 98,143,667.66 1,129,082.57
Total Revenue Bonds 267,875,042.37 0.00 0.00 4,470,180,042.37 268,420,383.31
Total Governmental Activities  $ 1,338,027,967.40 $ 0.00 $ 0.00 $ 15,441,537,967.40 $ 556,367,317.19
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2B - CHANGES IN BONDED INDEBTEDNESS (Continued)
For the Fiscal Year Ended August 31, 2018

Business-Type Activities

Bonds Outstanding
Description of Issue 9/1/2017
Revenue Bonds:
Central Texas Turnpike System
First Tier Bonds Series 2002-A, Non-
Callable CAB's $         470,224,839.37 $        26,876,352.94 ** $      14,225,000.00 $ $          482,876,192.31 

First Tier Bonds Series 2012-A         585,330,000.00          585,330,000.00 
First Tier Bonds Series 2015-A         225,000,000.00          225,000,000.00 
First Tier Bonds Series 2015-B:
   Current Interest Bonds         198,025,000.00          198,025,000.00 
   Capital Appreciation Bonds         103,526,533.33          4,572,666.67 **          108,099,200.00 
Second Tier Bonds Series 2015-C      1,157,320,000.00       1,157,320,000.00 

Blended Component Unit-Grand Parkway Transportation Corp.*:
First Tier Toll Revenue Bonds, 
Series 2013-A         200,000,000.00          200,000,000.00 
Subordinate Tier Toll Revenue 
Bonds, Series 2013-B:
   Callable CAB         348,076,318.07        20,023,148.33 **          368,099,466.40 
   Current Interest Bonds      1,137,935,000.00       1,137,935,000.00 
Subordinate Tier Toll Revenue 
Bonds, Series 2013-E         361,810,000.00          361,810,000.00 
Subordinate Tier Toll Revenue 
Refunding Bonds, Series 2016           83,775,000.00            83,775,000.00 
Subordinate Tier Toll Revenue 
Bonds, Series 2018-A      712,100,000.00          712,100,000.00 
Subordinate Tier Toll Revenue Put 
Bonds, Series 2018-B      166,525,000.00          166,525,000.00 
Total Business-Type Activities  $      4,871,022,690.77  $      930,097,167.94  $      14,225,000.00  $ 0.00  $       5,786,894,858.71 

*Grand Parkway Transportation Corporation debt issuances are not obligations of the State 
**Due to annual principal accretion.

Bonds Issued
Bonds Matured 

or Retired
Bonds Refunded or 

Extinguished
Bonds Outstanding 

8/31/2018
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TEXAS DEPARTMENT OF TRANSPORTATION 
SCHEDULE 2B - CHANGES IN BONDED INDEBTEDNESS (Concluded)
For the Fiscal Year Ended August 31, 2018

Business-Type Activities 
Net Bonds Amounts Due 

Unamortized Unamortized Outstanding Within One
Description of Issue Premium Discount Adjustments 8/31/18 Year
Revenue Bonds:
Central Texas Turnpike System
First Tier Bonds Series 2002-A, Non-
Callable CAB's  $  $  $  $ 482,876,192.31  $ 20,365,000.00
First Tier Bonds Series 2012-A 40,157,249.83 625,487,249.83 1,864,508.47
First Tier Bonds Series 2015-A 32,093,460.20 257,093,460.20 1,347,322.45
First Tier Bonds Series 2015-B: 0.00
   Current Interest Bonds 24,278,589.06 222,303,589.06 1,465,537.11
   Capital Appreciation Bonds 0.00 108,099,200.00
Second Tier Bonds Series 2015-C 120,687,170.68 1,278,007,170.68 7,489,215.68

Blended Component Unit-Grand Parkway Transportation Corp.*:
First Tier Toll Revenue Bonds, 
Series 2013-A (2,595,105.42) 197,404,894.58 (86,941.84)
Subordinate Tier Toll Revenue 
Bonds, Series 2013-B:
   Callable CAB 368,099,466.40
   Current Interest Bonds 5,695,466.50 (14,387,948.95) 1,129,242,517.55 (242,705.82)
Subordinate Tier Toll Revenue 
Bonds, Series 2013-E 361,810,000.00 0.00
Subordinate Tier Toll Revenue 
Refunding Bonds, Series 2016 83,775,000.00 0.00
Subordinate Tier Toll Revenue 
Bonds, Series 2018-A 94,147,737.38 806,247,737.38 3,956,112.92
Subordinate Tier Toll Revenue Put 
Bonds, Series 2018-B 19,984,083.05 186,509,083.05 596,741.70
Total Business-Type Activities  $ 337,043,756.70 $ (16,983,054.37) $ 0.00 $ 6,106,955,561.04 $ 36,754,790.67 

*Grand Parkway Transportation Corporation debt issuances are not obligations of the State. 
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS
For the Fiscal Year Ended August 31, 2018

Governmental Activities
Description of Issue Year Principal Interest

TMF General Obligation Bonds
Series 2006-B 2019 $ 0.00 $ 2,354,999.99

2020 0.00 2,357,150.67
2021 0.00 2,352,849.31
2022 0.00 2,354,999.99
2023 2,354,999.99

2024-2028 0.00 11,777,150.63
2029-2033 11,772,849.27
2034-2038 150,000,000.00 5,769,767.62

150,000,000.00 41,094,767.47

Series 2009-A 2019                                    -  66,582,669.16
2020 420,000.00 66,582,669.16
2021 730,000.00 66,560,127.76
2022 2,095,000.00 66,520,948.66
2023 3,555,000.00 66,408,510.00

2024-2028 39,970,000.00 327,779,005.24
2029-2033 90,265,000.00 311,854,509.94
2034-2038 584,530,000.00 279,577,836.92
2039-2043 486,930,000.00 26,863,928.10

1,208,495,000.00 1,278,730,204.94

Series 2014 2019 33,185,000.00 43,793,725.00
2020 36,875,000.00 42,042,225.00
2021 40,950,000.00 40,096,600.00
2022 44,240,000.00 37,966,850.00
2023 47,710,000.00 35,668,100.00

2024-2028 298,445,000.00 137,187,125.00
2029-2033 307,825,000.00 57,180,875.00
2034-2038 115,910,000.00 5,577,775.00

$ 925,140,000.00 $ 399,513,275.00
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
TMF General Obligation Bonds (continued)

Series 2014-A 2019 $ 30,155,000.00 $ 74,567,675.00
2020 35,990,000.00 72,914,050.00
2021 42,205,000.00 70,959,175.00
2022 48,770,000.00 68,684,800.00
2023 55,750,000.00 66,071,800.00

2024-2028 334,555,000.00 279,437,625.00
2029-2033 259,495,000.00 206,116,775.00
2034-2038 98,590,000.00 163,427,625.00
2039-2043 323,865,000.00 127,554,875.00
2044-2048 326,135,000.00 15,827,125.00

1,555,510,000.00 1,145,561,525.00

Series 2014-B 2019                         -  4,850,000.02
2020                         -  4,854,429.23
2021                         -  4,845,570.78
2022                         -  4,850,000.02
2023                         -  4,850,000.02

2024-2028                         -  24,254,429.28
2029-2033                         -  24,245,570.83
2034-2038                         -  24,250,000.07
2039-2043 250,000,000.00 12,203,966.61

250,000,000.00 109,203,966.86

Series 2015-A 2019 18,295,000.00 42,862,725.00
2020 20,030,000.00 41,904,600.00
2021 21,845,000.00 40,857,725.00
2022 23,775,000.00 39,717,225.00
2023 25,805,000.00 38,477,725.00

2024-2028 230,830,000.00 168,253,250.00
2029-2033 313,765,000.00 95,628,125.00
2034-2038 257,015,000.00 34,807,875.00

$ 911,360,000.00 $ 502,509,250.00
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
TMF General Obligation Bonds (concluded)

Series 2015-B 2019 $                                     -  $ 12,705,250.00
2020                                      -  12,705,250.00
2021                                      -  12,705,250.00
2022                                      -  12,705,250.00
2023                                      -  12,705,250.00

2024-2028                                      -  63,526,250.00
2029-2033 53,000,000.00 60,937,750.00
2034-2038 201,105,000.00 28,274,375.00

254,105,000.00 216,264,625.00

Series 2017-A 2019                                      -  14,801,000.00
2020                                      -  14,801,000.00
2021                                      -  14,801,000.00
2022                                      -  14,801,000.00
2023                                      -  14,801,000.00

2024-2028                                      -  74,005,000.00
2029-2033 97,010,000.00 67,006,000.00
2034-2038 199,010,000.00 8,774,750.00

296,020,000.00 223,790,750.00

Series 2017-B 2019                                      -  23,706,750.00
2020                                      -  23,706,750.00
2021                                      -  23,706,750.00
2022                                      -  23,706,750.00
2023                                      -  23,706,750.00

2024-2028                                      -  118,533,750.00
2029-2033 195,385,000.00 100,683,375.00
2034-2038 278,750,000.00 30,282,250.00

$ 474,135,000.00 $ 368,033,125.00
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest

                          -  
Series 2010-A 2019 $ 27,720,000.00 $ 35,837,342.50

2020 28,300,000.00 34,949,470.90
2021 28,920,000.00 33,994,911.90
2022 29,580,000.00 32,976,060.30
2023 30,290,000.00 31,889,586.90

2024-2028 163,800,000.00 140,435,853.92
2029-2033 189,380,000.00 101,126,042.42
2034-2038 219,835,000.00 54,330,728.66
2039-2043 97,595,000.00 6,886,921.26

815,420,000.00 472,426,918.76

Series 2012-A 2019 10,915,000.00 40,931,750.00
2020 19,495,000.00 40,386,000.00
2021 20,470,000.00 39,411,250.00
2022 21,495,000.00 38,387,750.00
2023 22,570,000.00 37,313,000.00

2024-2028 130,945,000.00 168,466,250.00
2029-2033 167,115,000.00 132,289,000.00
2034-2038 213,290,000.00 86,118,250.00
2039-2043 212,340,000.00 27,189,500.00

818,635,000.00 610,492,750.00

Series 2012-B 2019 7,935,000.00 99,187.50
7,935,000.00 99,187.50

Series 2014 2019 42,000,000.00 53,340,000.00
2020 42,000,000.00 51,240,000.00
2021 42,000,000.00 49,140,000.00
2022 42,000,000.00 47,040,000.00
2023 42,000,000.00 44,940,000.00

2024-2028 210,000,000.00 193,200,000.00
2029-2033 210,000,000.00 141,120,000.00
2034-2038 210,000,000.00 94,080,000.00
2039-2043 210,000,000.00 42,000,000.00
2044-2048 42,000,000.00 2,100,000.00

$ 1,092,000,000.00 $ 718,200,000.00

Texas Highway Improvement General 
Obligation Bonds

____________________________________________________________________________________________________________ 
Fiscal Year Ended August 31, 2018 - Texas Department of Transportation

 
Page 145



TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest

Series 2016 2019 $ 20,500,000.00 $ 28,700,000.00
2020 20,500,000.00 27,675,000.00
2021 20,500,000.00 26,650,000.00
2022 20,500,000.00 25,625,000.00
2023 20,500,000.00 24,600,000.00

2024-2028 102,500,000.00 107,625,000.00
2029-2033 102,500,000.00 82,000,000.00
2034-2038 102,500,000.00 56,375,000.00
2039-2043 102,500,000.00 30,750,000.00
2044-2048 61,500,000.00 6,150,000.00

574,000,000.00 416,150,000.00

Series 2016-A 2019 20,305,000.00 28,016,500.00
2020 20,305,000.00 27,001,250.00
2021 20,305,000.00 25,986,000.00
2022 20,305,000.00 24,970,750.00
2023 20,305,000.00 23,955,500.00

2024-2028 101,525,000.00 104,548,750.00
2029-2033 101,500,000.00 79,170,000.00
2034-2038 101,500,000.00 53,795,000.00
2039-2043 101,500,000.00 28,420,000.00
2044-2048 60,900,000.00 5,075,000.00

568,450,000.00 400,938,750.00

Total General Obligation Bonds $ 9,901,205,000.00 $ 6,903,009,095.53

Texas Highway Improvement General 
Obligation Bonds (concluded)
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
SHF Revenue Bonds

Series 2008 2019 $ $ 3,063,637.50
2020                      -  3,063,637.50
2021                      -  3,063,637.50
2022 3,063,637.50
2023 3,063,637.50

2024-2028 58,355,000.00 9,503,812.50
58,355,000.00 24,822,000.00

Series 2010 2019                                  -  77,226,067.50
2020                                  -  77,226,067.50
2021                                  -  77,226,067.50
2022                                  -  77,226,067.50
2023 70,495,000.00 77,226,067.50

2024-2028 742,610,000.00 324,072,508.80
2029-2033 686,895,000.00 53,650,552.50

1,500,000,000.00 763,853,398.80

Series 2014-A 2019 85,465,000.00 49,936,250.00
2020 89,730,000.00 45,663,000.00
2021 94,230,000.00 41,176,500.00
2022 98,935,000.00 36,465,000.00
2023 103,885,000.00 31,518,250.00

2024-2028 167,855,000.00 100,988,250.00
2029-2033 185,420,000.00 87,610,250.00
2034-2038 173,205,000.00 8,660,250.00

998,725,000.00 402,017,750.00

Series 2014-B1 2019                                    -  2,340,000.00
2020                         -  2,342,136.99
2021                         -  2,337,863.01
2022                         -  2,340,000.00
2023                         -  2,340,000.00

2024-2028 11,702,136.99
2029-2033 150,000,000.00 7,307,720.78

$ 150,000,000.00 $ 30,709,857.77

____________________________________________________________________________________________________________ 
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
SHF Revenue Bonds (continued)

Series 2014-B2 2019 $                                    -  $ 3,203,181.00
2020                         -  3,263,500.00
2021                         -  3,254,583.33
2022                         -  3,254,583.33
2023                         -  3,254,583.33

2024-2028 16,290,750.00
2029-2033 150,000,000.00 11,532,458.22

150,000,000.00 44,053,639.21

Series 2015 2019 71,710,000.00 33,846,450.00
2020 75,020,000.00 30,536,750.00
2021 78,870,000.00 26,689,500.00
2022 82,910,000.00 22,645,000.00
2023 87,165,000.00 18,393,125.00

2024-2028 324,280,000.00 30,555,750.00
719,955,000.00 162,666,575.00

Series 2016-A 2019 68,325,000.00 24,514,175.00
2020 71,830,000.00 21,010,300.00
2021 75,515,000.00 17,326,675.00
2022 78,635,000.00 13,759,275.00
2023 9,610,000.00 11,839,500.00

2024-2028 176,505,000.00 36,798,375.00
2029-2033 55,480,000.00 5,221,750.00

535,900,000.00 130,470,050.00

Series 2016-B 2019 3,574,800.00
2020 3,574,800.00
2021 3,574,800.00
2022 4,021,650.00
2023 4,468,500.00

2024-2028 89,370,000.00 12,380,500.00
89,370,000.00 31,595,050.00

TOTAL Revenue Bonds 4,202,305,000.00 1,590,188,320.78

TOTAL GOVERNMENTAL ACTIVITIES $ 14,103,510,000.00 $ 8,493,197,416.31
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

BUSINESS-TYPE ACTIVITIES
Description of Issue Year Principal Interest

CTTS Revenue Bonds
Series 2002-A 2019 $ 20,365,000.00 $

2020 26,715,000.00
2021 36,480,000.00
2022 43,150,000.00
2023 48,940,000.00

2024-2028 368,525,000.00
2029-2033 199,065,000.00

743,240,000.00 0.00

Series 2012-A 2019                               -  28,034,150.00
2020                               -  28,034,150.00
2021                               -  28,034,150.00
2022                               -  28,034,150.00
2023                               -  28,034,150.00

2024-2028                               -  140,170,750.00
2029-2033                               -  140,170,750.00
2034-2038 123,235,000.00 140,170,750.00
2039-2043 462,095,000.00 45,003,500.00

585,330,000.00 605,686,500.00

Series 2015-A 2019                         -  11,250,000.00
2020                         -  11,250,000.00
2021                         -  11,250,000.00
2022                         -  11,250,000.00
2023                         -  11,250,000.00

2024-2028                         -  56,250,000.00
2029-2033                         -  56,250,000.00
2034-2038                         -  56,250,000.00
2039-2043 225,000,000.00 42,977,000.00

$ 225,000,000.00 $ 267,977,000.00

____________________________________________________________________________________________________________ 
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
CTTS Revenue Bonds (concluded)

Series 2015-B 2019 $                         -  $ 9,901,250.00
2020                         -  9,901,250.00
2021                         -  9,901,250.00
2022                         -  9,901,250.00
2023                         -  9,901,250.00

2024-2028                         -  49,506,250.00
2029-2033 40,000,000.00 47,506,250.00
2034-2038 398,025,000.00 19,027,750.00

438,025,000.00 165,546,500.00

Series 2015-C 2019                            -  57,866,000.00
2020                            -  57,866,000.00
2021                            -  57,866,000.00
2022 2,200,000.00 57,866,000.00
2023 5,375,000.00 57,756,000.00

2024-2028 58,170,000.00 282,183,500.00
2029-2033 404,900,000.00 250,118,250.00
2034-2038 421,685,000.00 123,338,750.00
2039-2043 264,990,000.00 33,931,500.00

1,157,320,000.00 978,792,000.00

Grand Parkway Transportation Corp.*
Series 2013-A 2019                               -  10,821,012.50

2020                               -  10,821,012.50
2021                               -  10,821,012.50
2022                               -  10,821,012.50
2023                               -  10,821,012.50

2024-2028                               -  54,105,062.50
2029-2033 1,070,000.00 54,060,731.25
2034-2038 11,090,000.00 52,686,462.51
2039-2043 27,505,000.00 47,866,528.14
2044-2048 51,315,000.00 37,651,490.63

2049-2053 109,020,000.00 19,070,837.50
$ 200,000,000.00 $ 319,546,175.03
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Continued)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
Grand Parkway Transportation Corp.* (Continued)

Series 2013-B 2019 $                          -  $ 58,334,250.00
2020                          -  58,334,250.00
2021                          -  58,334,250.00
2022                          -  58,334,250.00
2023                          -  58,334,250.00

2024-2028                          -  416,580,236.25
2029-2033 38,785,000.00 427,798,196.25
2034-2038 119,380,000.00 401,481,236.25
2039-2043 387,728,837.50
2044-2048 302,045,000.00 352,677,236.25

2049-2053 1,166,885,000.00 201,014,362.50
1,627,095,000.00 2,478,951,355.00

Series 2013-E 2019                               -  18,756,230.40
2020                               -  18,756,230.40
2021                               -  18,756,230.40
2022                               -  18,756,230.40
2023                               -  18,756,230.40

2024-2028                               -  93,781,152.00
2029-2033                               -  93,781,152.00
2034-2038 66,060,000.00 91,281,168.00
2039-2043 295,750,000.00 37,045,382.40

361,810,000.00 409,670,006.40

Series 2016 2019                               -  1,843,050.00
2020                               -  1,843,050.00
2021                               -  1,843,050.00
2022                               -  1,843,050.00
2023                               -  1,843,050.00

2024-2028 83,775,000.00 926,645.00
$ 83,775,000.00 $ 10,141,895.00

____________________________________________________________________________________________________________ 
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2C - DEBT SERVICE REQUIREMENTS (Concluded)
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Principal Interest
Grand Parkway Transportation Corp. (concluded) *

Series 2018-A 2019 $                               -  $ 29,769,736.20
2020                               -  35,605,000.00
2021                               -  35,605,000.00
2022                               -  35,605,000.00
2023                               -  35,605,000.00

2024-2028                               -  178,025,000.00
2029-2033 36,160,000.00 175,593,500.00
2034-2038 157,180,000.00 151,670,000.00
2039-2043 227,180,000.00 102,445,750.00
2044-2048 241,555,000.00 42,516,875.00
2049-2053 50,025,000.00 1,250,625.00

712,100,000.00 823,691,486.20

Series 2018-B 2019                               -  6,961,670.16
2020                               -  8,326,250.00
2021                               -  8,326,250.00
2022                               -  8,326,250.00
2023                               -  8,326,250.00

2024-2028                               -  41,631,250.00
2029-2033                               -  41,631,250.00
2034-2038 41,631,250.00
2039-2043 41,631,250.00
2044-2048 41,631,250.00
2049-2053 166,525,000.00 24,884,375.00

166,525,000.00 273,307,295.16

TOTAL BUSINESS-TYPE ACTIVITIES $ 6,300,220,000.00 $ 6,333,310,212.79

*Grand Parkway Transportation Corp. bonds is a blended component unit of TxDOT, these are not obligations of the state.
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2D - ANALYSIS OF FUNDS AVAILABLE FOR DEBT SERVICE
For the Fiscal Year Ended August 31, 2018

Governmental Activities

Description of Issue Principal Interest
Texas Mobility General Obligation Bonds 68,410,000.00$        288,981,479.46$ 

68,410,000.00$        288,981,479.46$ 

Operating Expenses/
Total Pledged Expenditures and

Description of Issue and Other Sources Capital Outlay Principal Interest
State Highway Fund Revenue Bonds $8,406,612,859.60 (A) 215,675,000.00$  206,227,155.26$ 

$8,406,612,859.60 215,675,000.00$  206,227,155.26$ 

(A) State Highway Fund expenditures associated with pledged sources were $9,766,521,535.06.

Business-Type and Blended Component Unit Activities

Operating Expenses/
Total Pledged Expenditures and

Description of Issue and Other Sources Capital Outlay Principal Interest
224,099,897.24$      (B) 14,225,000.00$    107,051,400.00$ 

186,488,231.11        (C) -                        89,754,542.90     
410,588,128.35$      14,225,000.00$    196,805,942.90$ 

(B) Expenses associated with pledged sources were $56,694,218.95.
(C) Expenses associated with pledged sources were $36,495,521.12.

Series 2002-A, Series 2012-A Revenue 
Bonds, and Series 2015-A, B, and C

Grand Parkway Transportation Corporation 
Series 2013-A,B,E, 2014-B,C

Pledged and Other Sources and Related Expenditures for FY 2018

Pledged and Other Sources and Related Expenditures for FY 2018

Application of Funds

Net Available for Debt Service Debt Service

Net Available for Debt Service Debt Service
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TEXAS DEPARTMENT OF TRANSPORTATION
SCHEDULE 2E-DEFEASED BONDS OUTSTANDING
For the Fiscal Year Ended August 31, 2018

Description of Issue Year Defeased
Par Value 

Outstanding

Business-Type Activities
Central Texas Turnpike System Revenue Bonds

Series 2002-A Capital Appreciation Bonds* 2015 65,455,855.94$         
Total Business-Type Activities 65,455,855.94           

Total 65,455,855.94$         

* Includes $37,861,377.14 of accreted interest.
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Texas Department of Transportation
Matrix of Expenditures Reported by Function - Governmental Funds
For the Fiscal Year Ended August 31, 2018

State Highway 
Fund

Texas Mobility 
Fund

Proposition 12 
Highway 

Improvement 
Project Fund

Local     
Gevernment 

Political 
Subdivision 

Road/Airport 
Account

Nonmajor 
Funds

Transportation 
Function Total

Salaries and Wages $ 707,459,405.30 $ 0.00 $ 0.00 $ 0.00 $ 1,087,603.84 $ 708,547,009.14
Payroll Related Costs 331,723,427.40 0.00 0.00 0.00 311,453.27 332,034,880.67
Professional Fees and Services 915,998,602.24 0.00 0.00 0.00 945,501.20 916,944,103.44
Federal Pass-Through Expenditures 10,953,548.76 0.00 0.00 0.00 0.00 10,953,548.76
State Pass-Through Expenditures 99,999.81 0.00 0.00 0.00 0.00 99,999.81
Travel 11,386,184.58 0.00 0.00 0.00 80,809.08 11,466,993.66
Materials and Supplies 389,873,903.46 0.00 0.00 0.00 786,410.98 390,660,314.44
Communication and Utilities 46,437,115.49 0.00 0.00 0.00 4,579.05 46,441,694.54
Repairs and Maintenance 655,598,560.62 0.00 0.00 0.00 0.00 655,598,560.62
Rentals and Leases 32,151,137.27 0.00 0.00 0.00 0.00 32,151,137.27
Printing and Reproduction 3,502,641.26 0.00 0.00 0.00 10,519.87 3,513,161.13
Claims and Judgments 20,275,774.26 0.00 0.00 0.00 0.00 20,275,774.26
Intergovernmental Payments 249,013,848.14 28,790.58 0.00 0.00 15,592,208.63 264,634,847.35
Public Assistance Payments 73,318,997.31 0.00 0.00 0.00 0.00 73,318,997.31
Other Expenditures 225,608,639.83 0.00 0.00 0.00 3,966,031.63 229,574,671.46

Total Expenditures $ 3,673,401,785.73 $ 28,790.58 $ 0.00 $ 0.00 $ 22,785,117.55 $ 3,696,215,693.86

The above schedule represents governmental fund expenditures of the transportation function in the object code detail.
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DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE  
MASTER TRUST AGREEMENT AND FIRST SUPPLEMENTAL AGREEMENT 

The following contains definitions and a summary of selected provisions of the Master Trust 
Agreement and the First Supplemental Agreement and is not a full statement of the terms of such agreement.  
Accordingly, the following definitions and summary are qualified in their entirety by reference to such 
agreement and are subject to the full text of such agreement.  A copy of such agreement is available upon 
request from the Underwriters or the Trustee.  Unless otherwise stated, any reference in this Official 
Statement to any agreement means such agreement and all schedules, exhibits and attachments thereto, as 
amended, supplemented or otherwise modified and in effect as of the date hereof. 
Definitions 
 

"Accounting Principles" – the "Generally Accepted Accounting Principles" for governmental entities in the 
United States, which are promulgated by the Governmental Accounting Standards Board ("GASB"), the Financial 
Accounting Standards Board ("FASB") and, when applicable, such other accounting principles as the Commission or 
the State, as applicable, may be required to employ from time to time, in order to comply with the terms of the Master 
Trust Agreement, or pursuant to State law or regulation or as the Commission may otherwise elect, provided such 
election does not cause a violation of the Rule. 

 
"Acts" – collectively, Chapter 228, Texas Transportation Code, as amended, and Chapter 1371, Texas 

Government Code, as amended. 
 
"Additional Obligation Security" – any credit enhancement for specified Obligations and any funds received 

or obligations payable to the Commission, other than Revenues, which the Commission chooses to include as security 
for specified First Tier Obligations, Second Tier Obligations or Subordinate Tier Obligations pursuant to a 
Supplemental Agreement as provided in the Master Trust Agreement.   

 
"Additional Obligations" – any First Tier Obligations, Second Tier Obligations, or Subordinate Tier 

Obligations issued after the issuance and initial delivery of the Initial Obligations. 
 
"Annual Budget" – the budget adopted or in effect for each Fiscal Year, as may be amended, as provided in 

the Master Trust Agreement. 
 
"Assumed Variable Rate" – in the case of: 
 

(a) Obligations bearing interest at a Variable Rate, the greater of 
 
(1) the average interest rate on such Obligations for the most recently completed sixty (60) month 

period or the period such Obligations have been Outstanding if it is less than sixty (60) 
months, or 
 

(2) the rate to be determined pursuant to clause (b) below assuming the Outstanding Obligations 
bearing interest at a Variable Rate were being issued on the date of calculation; and  
 

(b) proposed Additional Obligations to be issued at a Variable Rate 
 
(1) on the basis that, in the opinion of Bond Counsel to be delivered at the time of the issuance 

thereof, such Additional Obligations will be Tax-Exempt Obligations, the greater of (i) the 
average of the Security Industry and Financial Markets Association Municipal Swap Index 
("SIFMA Index") for the twelve (12) month period ending seven (7) days preceding the 
date of calculation plus 100 basis points, or (ii) the average of the SIFMA Index for the 
sixty (60) month period ending seven (7) days preceding the date of calculation plus 100 
basis points; or 
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(2) on a basis other than as described in clause (1), the greater of (i) the average of the London 
Interbank Offered Rate ("LIBOR") for the time period most closely resembling the reset 
period for the Additional Obligations for the twelve (12) month period ending seven (7) 
days preceding the date of calculation plus 100 basis points, or (ii) the average of LIBOR 
for the time period most closely resembling the reset period for the Additional Obligations 
for the sixty (60) month period ending seven (7) days preceding the date of calculation plus 
100 basis points; and 

 
provided that if the SIFMA Index or LIBOR shall cease to be published, the index to be used in its place shall be that 
index which the Commission, in consultation with the Financial Consultant or such other party as set forth in an 
applicable Supplement Agreement, determines most closely replicates such index, as set forth in a certificate of a 
Department Representative filed with the Trustee.  Notwithstanding the foregoing, in no event shall the Assumed 
Variable Rate be in excess of the maximum interest rate allowed by law on obligations of the Commission. 
 

"Authorized Denominations" – Unless otherwise specified in an Award Certificate, with respect to Fixed 
Rate Obligations (i) as Current Interest Obligations, $5,000 or any integral multiple thereof or (ii) as Capital 
Appreciation Obligations or Convertible Obligations, $5,000 in Maturity Amount or any integral multiple thereof.   

 
"Average Annual Debt Service" – with respect to First Tier Obligations, Second Tier Obligations or 

Subordinate Tier Obligations, at any point in time the average amount of Debt Service Requirements paid or payable 
in each annual period to the Stated Maturity of the respective Outstanding Obligations. 
 

"Award Certificate" – each certificate executed by a Department Representative establishing the terms related 
to a specific series of Obligations. 
 
 "Balloon Indebtedness" – a series of Obligations of which 25% or more of the original Principal matures or 
is otherwise due in the same annual period and is not required by the documents pursuant to which such Obligations 
were issued to be amortized by payment or redemption prior to that annual period (excluding any contingent 
mandatory redemptions), provided that such Obligations will not constitute Balloon Indebtedness and will be assumed 
to amortize in accordance with its stated terms if the Trustee is provided a certificate of a Department Representative 
certifying that such Obligations are not to be treated as Balloon Indebtedness. 

 
"Bank" – any bank, trust company, or national banking association organized or operating under the laws of 

any state of the United States of America or of the United States of America. 
 
"Bankruptcy Related Event" – 
 
(a) with respect to any Person other than the Commission or TxDOT, (i) an involuntary proceeding 

shall be commenced or an involuntary petition shall be filed seeking (A) liquidation, reorganization or other relief in 
respect of such Person or any of its debts, or of a substantial part of the assets thereof, under any Insolvency Laws, or 
(B) the appointment of a receiver, trustee, liquidator, custodian, sequestrator, conservator or similar official for such 
Person or for a substantial part of the assets thereof and, in any case referred to in the foregoing subclauses (A) and 
(B) of subclause (a)(i), such proceeding or petition shall continue undismissed for sixty (60) days or an order or decree 
approving or ordering any of the foregoing shall be entered or (ii) such Person shall (A) apply for or consent to the 
appointment of a receiver, trustee, liquidator, custodian, sequestrator, conservator or similar official for such Person 
or for a substantial part of the assets of such Person, (B) generally not be paying its debts as they become due unless 
such debts are the subject of a bona fide dispute, or become unable to pay its debts generally as they become due, (C) 
make a general assignment for the benefit of creditors, (D) consent to the institution of, or fail to contest in a timely 
and appropriate manner, any proceeding or petition with respect to it described in subclause (a)(i) of this definition, 
(E) commence a voluntary proceeding under any Insolvency Law, or file a voluntary petition seeking liquidation, 
reorganization, an arrangement with creditors or an order for relief under any Insolvency Law, (F) file an answer 
admitting the material allegations of a petition filed against such Person in any proceeding referred to in the foregoing 
subclauses (A) through (E), inclusive, of this subclause (a)(ii), or (G) take any action for the purpose of effecting any 
of the foregoing subclauses (A) through (F);  
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(b)  with respect to the Commission or TxDOT, (i) an involuntary proceeding shall be commenced or 
an involuntary petition shall be filed seeking (A) liquidation, reorganization or other relief in respect of TxDOT, the 
Commission or any of the Commission's debts secured by the Revenues under any Insolvency Laws, or (B) the 
appointment of a receiver, trustee, liquidator, custodian, sequestrator, conservator or similar official for TxDOT or the 
Commission or all or a portion of Segment 1 and, in any case referred to in the foregoing subclauses (A) and (B) of 
subclause (b)(i), such proceeding or petition shall continue undismissed for sixty (60) days or an order or decree 
approving or ordering any of the foregoing shall be entered or (ii) the Commission or TxDOT shall (A) apply for or 
consent to the appointment of a receiver, trustee, liquidator, custodian, sequestrator, conservator or similar official for 
the Commission, TxDOT or for all or a portion of Segment 1, (B) generally not be paying its debts as they become 
due unless such debts are the subject of a bona fide dispute, or become unable to pay its debts generally as they become 
due, (C) make a general assignment for the benefit of creditors, (D) consent to the institution of, or fail to contest in a 
timely and appropriate manner, any proceeding or petition with respect to it described in subclause (b)(ii) of this 
definition, (E) commence a voluntary proceeding under any Insolvency Law, or file a voluntary petition seeking 
liquidation, reorganization, an arrangement with creditors or an order for relief under any Insolvency Law, (F) file an 
answer admitting the material allegations of a petition filed against the Commission or TxDOT in any proceeding 
referred to in the foregoing subclauses (A) through (E), inclusive, of this subclause (b)(ii), or (G) take any action for 
the purpose of effecting any of the foregoing subclauses (A) through (F);  

 
(c)  solely with respect to the Commission, (i) fail to make two (2) consecutive payments of debt service 

required to have been paid pursuant to the provisions of any TIFIA Loan Agreement; (ii) the Trustee shall commence 
a process pursuant to which all or a substantial part of the Trust Estate may be sold or otherwise disposed of in a public 
or private sale or disposition pursuant to a foreclosure of the liens thereon securing the First Tier Obligations; or (iii) 
the Trustee shall commence a process pursuant to which all or a substantial part of the Trust Estate may be sold or 
otherwise disposed of pursuant to a sale or disposition of such Trust Estate in lieu of foreclosure; or  

 
(d)  solely with respect to the Commission, the Trustee shall transfer funds on deposit in any of the 

Construction Fund, the Revenue Fund, the Debt Service Funds, the Rate Stabilization Fund and the General Reserve 
Fund upon and following the occurrence and during the continuation of an event of default under the TIFIA Loan 
Agreement, the TIFIA Obligation or the Master Trust Agreement for application to the prepayment or repayment of 
any principal amount of the First Tier Obligations other than in accordance with the provisions of the Master Trust 
Agreement. 

 
"Beneficial Owner" – the beneficial owner of any Obligation that is held by a nominee. 
 
"Bond Counsel" – an attorney or firm of attorneys of recognized standing and ability, specializing in the law 

pertaining to municipal bonds, selected by the Commission and satisfactory to the Trustee.  
 
"Bond Insurance Policy" – an insurance policy issued upon the initial issuance of the Obligations with the 

consent of the Commission by a Bond Insurer insuring or guaranteeing the payment of Principal of and interest on 
any Obligations.  

 
"Bond Insurer" – an entity that insures or guarantees the payment of Principal of and/or interest on any of the 

Obligations pursuant to a Bond Insurance Policy.  
 
"Book-Entry Obligations" – all of the Obligations or those Obligations of a particular lien subject to the 

Book-Entry-Only System. 
 
"Book-Entry-Only System" – a system similar to the system described herein pursuant to which Obligations 

are registered in book-entry form. 
 
"Business Day" – any day other than a Saturday or Sunday or a day on which banking institutions are required 

or authorized by law or executive order to remain closed in the State of Texas or the City of New York or in the city 
in which the Principal Office of the Trustee or the Depositary is located; provided that "Business Day" may be 
otherwise defined in a Supplemental Agreement or a Credit Agreement for the purposes of such agreement. 
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"Capitalized Interest Account" – any capitalized interest account established (i) in connection with the 
issuance of the Initial Obligations or (ii) under the Trust Agreement and described in sections (f) of "SUMMARY OF 
MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier Obligations," "–Issuance of Second Tier 
Obligations" and "–Issuance of Subordinate Tier Obligations," within an Interest Account or the Construction Fund, 
as the case may be, funded in whole or in part with proceeds from the sale of the Initial Obligations or Additional 
Obligations for the purpose, to the extent permitted by law, of paying all or a portion of the debt service on the Initial 
Obligations or such Additional Obligations, as the case may be, during the applicable Construction and Ramp-Up 
Period. 

 
"Code" – the Internal Revenue Code of 1986, as amended. 
 
"Commission" – the Texas Transportation Commission and its successors and assigns. 
 
"Completion Obligations" – the First Tier Obligations, the Second Tier Obligations and/or the Subordinate 

Tier Obligations issued pursuant to sections (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
– Issuance of First Tier Obligations," "–Issuance of Second Tier Obligations" and/or "–Issuance of Subordinate Tier 
Obligations." 

 
"Construction Fund" – the Construction Fund created and established under the Trust Agreement and 

described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Construction Fund." 
 
"Construction and Ramp-Up Period" – the period (i) commencing with the delivery of Initial Obligations and 

ending thirty-six (36) months after Substantial Completion of the Initial Segment or (ii) commencing with the delivery 
of any Additional Obligations to finance the Costs of any additional System Segment and ending thirty-six (36) months 
after Substantial Completion of such System Segment. 

 
"Cost" – all obligations and expenses and all items of cost with respect to any project or facility and include 

all costs related to such project or facility set forth below or as otherwise authorized to be incurred or paid under the 
Acts or State law.  For the purpose of the Master Trust Agreement, the term "cost" when used with respect to any 
project or facility shall mean and include all costs related to such project or facility, and, without intending thereby to 
limit or restrict any such definition, shall include the following:  

 
(a) obligations incurred for labor and to contractors, builders and materialmen in 

connection with the construction of a facility or any part thereof, and obligations incurred for 
machinery and equipment;  

 
(b) payments to owners and others, for real property, or interests therein, or for 

options or other property or contractual rights;  
 
(c) all expenses of every kind or character incurred in the acquisition of real property, 

including all costs and expenses of whatever kind in connection with the exercise of the power of 
condemnation, and including the cost of title searches and reports, abstracts of title, title certificates 
and opinions, title guarantees, title insurance policies, appraisals, negotiations and surveys;  

 
(d) the amount of any damages or claimed damages incident to or consequent upon 

the construction of a facility; also the cost of any litigation and amounts paid by court order or upon 
settlement of any litigation or of any claim (although not litigated) of any kind during construction 
or of any claim arising during or out of or related to construction of a facility;  

 
(e) as to toll collection equipment, it is recognized that some manufacturers of such 

equipment will not sell such equipment outright, and that some manufacturers will sell it; but that it 
will not be known, until bids are received by the Commission for the acquisition of such equipment, 
which manufacturer will offer the most advantageous terms to the Commission.  The acquisition of 
toll collection equipment is hereby determined and declared to be a capital expenditure, and a proper 
"cost."  It is specially provided, however, that if, in the discretion of the Commission, it will be to 
the advantage of the Commission to do so, and upon the written recommendation of the General 
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Engineering Consultant, the Commission may enter into lease-purchase or lease-rental agreements 
for the acquisition of such equipment with a term not to exceed three years from the date of 
acceptance of such equipment by the Commission.  In such event the Commission shall so advise 
the Trustee, and the Trustee shall set aside and retain the amounts required for the payments under 
such agreements in the Construction Fund, and shall make such payments as so required, upon 
requisitions as provided for in the Master Trust Agreement.  Any such payments shall constitute 
proper items of "cost" for all purposes;  

 
(f) the cost of any necessary indemnity and surety bonds, the cost of all fidelity bonds, 

the fees and expenses of the Trustee and the Paying Agent, and premiums on all insurance deemed 
necessary and advisable by the Commission, until one year after the completion of construction 
thereof;  

 
(g) the cost of borings and other preliminary investigations to determine foundation 

or other conditions, all fees, costs, and expenses necessary or incident to determining the feasibility 
and practicability of constructing a facility, and all fees, costs, and expenses of engineers and others 
for making traffic studies, surveys, and estimates, and all fees, costs, and expenses of engineering 
services, plans, specifications, surveys, and estimates of cost and revenues, and all costs of 
supervising construction, as well as for the performance of all other duties of engineers in relation 
to the construction of a facility or the issuance of bonds therefor; 

 
(h) the cost of preparing and issuing Obligations, including refunding Obligations, 

and all legal, accounting and other professional expenses and fees and financing charges in 
connection with any Obligations and/or any facility, and expenses of administration properly 
chargeable to the construction of a facility, including salaries and all payments and deductions as 
provided by law pertaining to retirement system;  

 
(i) the cost of restoring, repairing and placing in its original condition, as nearly as 

practicable, all public or private property damaged or destroyed in the construction of a facility, or 
the amount paid by the Commission as compensation for such damage or destruction, and all costs 
lawfully incurred or damages lawfully payable, with respect to the restoration, relocation, removal, 
reconstruction or duplication of property or facilities in connection with or made necessary or caused 
by the construction of a facility, and the cost of building facilities to connect land severed by a 
facility or severance damages paid in lieu of such facilities;  

 
(j) any obligation or expense heretofore or hereafter incurred by the Commission in 

connection with any of the foregoing items of cost, and the reimbursement of any obligations or 
expenses incurred in connection with any of the foregoing items of cost;  

 
(k) utility relocations, buildings and other structures, fencing, landscaping, 

illumination, communication systems, and safety devices; and  
 
(1) all other items of cost and expense not elsewhere in this definition specified, 

incident to the construction and equipment of a facility, the financing thereof and the costs of placing 
a facility in operation, including all costs as defined under the term "Cost" in the Acts and State law.  
 
"Counsel to the Commission" – an attorney or law firm acting as counsel to the Commission (who may be 

general counsel to TxDOT).  
 
"Credit Agreement" – a First Tier Credit Agreement, a Second Tier Credit Agreement or a Subordinate Tier 

Credit Agreement, as applicable.  
 
"Credit Provider" – any Bank, financial institution, insurance company, surety bond provider, or other public 

or private entity which provides, executes, issues, or otherwise is a party to or provider of a Credit Agreement. 
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"Debt Service Funds" – the First Tier Debt Service Fund, the Second Tier Debt Service Fund and the 
Subordinate Tier Debt Service Fund. 

 
"Debt Service Requirements" – for any annual period (any Fiscal Year, or any other consecutive twelve 

calendar month period), the aggregate amount of interest on and Principal of Outstanding Obligations specified for 
the purposes for which Debt Service Requirements is to be calculated, other than any Credit Agreement, and, with 
respect to any Credit Agreement, the Payment Obligations relating thereto due in such period, as limited and calculated 
in the following manner; provided, however, that this definition shall never be applied in a manner which results in 
Debt Service Requirements for any annual period being an amount that is less than the aggregate amount actually 
required to be paid in such annual period with respect to Outstanding Obligations: 

 
(a) Except as modified below, (i) for any Fiscal Year, the aggregate amount of interest on and Principal 

of the Obligations, including Payment Obligations, which was paid or redeemed or is scheduled to accrue and be paid 
or redeemed on September 1 of such Fiscal Year shall be excluded from the calculation of debt service for such Fiscal 
Year, and the aggregate amount of interest on and Principal of the Obligations, including Payment Obligations, which 
was paid or redeemed or is scheduled to accrue and be paid or redeemed on September 1 immediately following such 
Fiscal Year shall be included in the calculation of debt service for such Fiscal Year; and (ii) for any consecutive twelve 
calendar month period other than the Commission's fiscal year, whether or not such period constitutes any future 
Commission Fiscal Year, the aggregate amount of interest on and Principal of the Obligations, including Payment 
Obligations, which was paid or redeemed or is scheduled to accrue and be paid or redeemed during such consecutive 
twelve month period; 

 
(b) As to any annual period prior to the date of any calculation, such requirements shall be calculated 

solely on the basis of Obligations which were Outstanding as of the first day of such period; and as to any future year 
such requirements shall be calculated solely on the basis of Obligations Outstanding as of the date of calculation plus 
any Obligations then proposed to be issued as Additional Obligations; 

 
(c) Notwithstanding the foregoing, all amounts which are deposited to the credit of the Interest 

Accounts, including any Capitalized Interest Accounts created therein or any Capitalized Interest Accounts created in 
the Construction Fund from proceeds from the sale of any First Tier Obligations, Second Tier Obligations or 
Subordinate Tier Obligations, as applicable, any investment income from the Interest Accounts, the 
Principal/Redemption Accounts, the Reserve Accounts, any Capitalized Interest Accounts and the Construction Fund 
which is deposited to the credit of the Interest Accounts or from any other lawfully available source (other than from 
the Revenue Fund), and which are used or scheduled to be used to pay interest on such Obligations during any annual 
period, shall be deemed to reduce the Debt Service Requirements for any such annual period to the extent of such 
deposits; and the amount of such deposits shall be excluded from and shall not constitute Debt Service Requirements 
for any such annual period; 

 
(d) If any of the Obligations or proposed Additional Obligations bear interest at a Variable Rate, the 

interest rate on such Obligations or Additional Obligations for all periods for which the interest rate is not known, 
shall be assumed and deemed to be the Assumed Variable Rate; 

 
(e) If any of the Obligations or proposed Additional Obligations constitute Balloon Indebtedness or 

Short-Term Indebtedness, then such amounts thereof as constitute Balloon Indebtedness or Short-Term Indebtedness 
shall be treated as if such Obligations are to be amortized in substantially equal annual installments of Principal and 
interest over the useful life of the improvements financed with the proceeds of such Balloon Indebtedness or Short-
Term Indebtedness as calculated by, and set forth in, a certificate of a Department Representative.  Anything to the 
contrary herein notwithstanding, during the annual period preceding any annual period in which 25% or more of the 
original Principal of such Balloon Indebtedness is payable or, in the case of Short-Term Indebtedness, in each annual 
period, all of the Principal thereof shall be considered to be due on the Stated Maturity or due date of such Balloon 
Indebtedness or Short-Term Indebtedness unless the Commission provides to the Trustee, prior to the beginning of 
such annual period, a certificate of a Financial Consultant certifying that, in its judgment, the Commission will be able 
to refund such Balloon Indebtedness or Short-Term Indebtedness through the issuance of Additional Obligations, in 
which event the Balloon Indebtedness or Short-Term Indebtedness shall be amortized over the term of such proposed 
refunding Additional Obligations and shall be deemed to bear the interest rate specified in the certificate of the 
Financial Consultant;  
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(f) Notwithstanding anything to the contrary in clause (e) above, with respect to Short-Term 

Indebtedness that is part of a commercial paper or similar program of the Commission, the amount of debt service of 
such Short-Term Indebtedness taken into account during any annual period shall be equal to the Principal component 
of debt service calculated using the outstanding Principal amount of such Short-Term Indebtedness on the date of 
calculation amortized over the period ending on the date of the maximum maturity date under such program on a level 
debt service basis at an interest rate deemed to be the Assumed Variable Rate determined as if such Short-Term 
Indebtedness were Obligations bearing interest at a Variable Rate; 

 
(g) Notwithstanding anything to the contrary contained in clauses (a) through (e) above, the Debt 

Service Requirements for each annual period for a series of Additional Obligations issued (i) in conjunction with one 
or more Qualified Credit Agreements shall be deemed to be the total net payments which a Department Representative 
certifies the Commission expects to pay in such annual period with respect to such series of Additional Obligations 
after taking into account the Principal and interest payments and the Payment Obligations under such Qualified Credit 
Agreements made or to be made in such annual period and the amounts received or to be received from the Qualified 
Credit Provider under such Qualified Credit Agreement in such annual period or (ii) as a series of Variable Rate 
Obligations, or one or more maturities within a series, of equal par amounts, issued simultaneously with inverse 
floating interest rates providing a composite fixed interest rate for such Obligations taken as a whole, such composite 
fixed rate shall be used in determining the Debt Service Requirement with respect to such Obligations; 

 
(h) Notwithstanding anything to the contrary contained in clauses (a) through (e) and (g) above, Debt 

Service Requirements shall exclude the Debt Service Requirements of any Credit Agreement, the proceeds of which 
are undrawn but are available solely to refund Outstanding Obligations (except for any debt service requirements on 
any amounts drawn as a condition to the delivery of such Credit Agreement); and 

 
(i) Debt Service Requirements shall exclude any termination or similar payments owed or paid by the 

Commission under any Credit Agreement. 
 
"Defeased Debt" – as defined in section (b) of "SUMMARY OF MASTER TRUST AGREEMENT 

PROVISIONS – Release of Master Trust Agreement" and any applicable Supplemental Agreement.  
 
"Department" – see the definition of TxDOT. 
 
"Department Representative" – the Chief Financial Officer, the Director, Project Finance, Debt and Strategic 

Contracts Division of the Department or such other individuals designated by the Commission to perform the duties 
of a Department Representative under the Master Trust Agreement, each as evidenced by a written signature 
identification and incumbency certificate, furnished to the Trustee, signed on behalf of the Commission by the Chair 
or Executive Director of the Commission. 

 
"Depositary" – any Bank, trust company or the Texas Comptroller of Public Accounts selected by the 

Commission as a depositary of moneys under the provisions of the Master Trust Agreement, which may include the 
Trustee.  

 
"Design-Build Contract" – the Design-Build Contract as amended from time to time, between TxDOT and 

WBCCI, LLC, a Texas limited liability company and a wholly owned subsidiary of Williams Brothers Construction 
Company Inc. 

 
"DTC" – The Depository Trust Company and it successors and assigns. 
 
"EMMA" – the Electronic Municipal Market Access system and its successor and assigns. 
 
"Estimated Date of Completion" – for any System Segment, the estimated date on which the System Segment 

will be placed in operation. 
 
"Event of Default" – as defined in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 

Events of Default." 



 

C-8 
  

 
"Financial Consultant" – a nationally recognized firm of independent professional financial consultants 

knowledgeable in the financial operation of toll roads and having a favorable reputation for skill and experience in the 
field of financial consultation relating to toll roads. 

 
"Financing Documents" – the Master Trust Agreement, the Master Custodial Agreement (and related joinder 

agreements), the Initial Obligations and the First Supplemental Agreement. 
 
"First Supplemental Agreement" – the First Supplemental Agreement, dated as of February 1, 2019, between 

the Commission and the Trustee.  
 
"First Tier Credit Agreement" – collectively, an obligation entered into on a parity with Outstanding First 

Tier Obligations in the form of a loan agreement, revolving credit agreement, agreement establishing a line of credit, 
letter of credit, reimbursement agreement, insurance contract, commitments to purchase obligations, purchase or sale 
agreement, interest rate swap, cap and floor agreement, or commitment or other contract or agreement authorized, 
recognized and approved by the Commission as a First Tier Credit Agreement, whether authorized or approved in 
anticipation of, simultaneously with, or subsequent to, the authorization of the First Tier Obligations in connection 
with which it is executed. 

 
"First Tier Debt Service Fund" – the First Tier Debt Service Fund created by "SUMMARY OF MASTER 

TRUST AGREEMENT PROVISIONS – Creation of Rebate Fund; Debt Service Funds; Operating and Maintenance 
Account; Major Maintenance Account; Rate Stabilization Fund and General Reserve Fund." 

 
"First Tier Interest Account" – an account in the First Tier Debt Service Fund created under the Trust 

Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund." 

 
"First Tier Obligations" – the Initial Obligations and, unless otherwise specifically stated, any bond, bonds, 

note, notes, obligation or obligations, including any First Tier Credit Agreement, issued, incurred or entered into 
pursuant to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier Obligations" 
as First Tier Obligations, or all of the foregoing, as the case may be, authorized by law and issued under and secured 
by the provisions of the Master Trust Agreement and any Supplemental Agreement.  

 
"First Tier Payment Obligations" – unless otherwise specifically stated in a Supplemental Agreement, all 

amounts payable by the Commission under a First Tier Credit Agreement less any amounts of Principal or interest 
payable with respect to any First Tier Obligations pledged under a First Tier Credit Agreement as collateral for the 
amounts due thereunder and any payment obligations evidenced by a First Tier Obligation; and all such First Tier 
Payment Obligation payments shall be deemed to constitute Principal payments of First Tier Obligations, and shall be 
paid from the First Tier Principal/Redemption Account or subaccount therein as provided in section (a) of 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier Obligations"; provided, 
however, that, if so provided in a First Tier Credit Agreement or in the proceedings approved by the Commission in 
connection therewith, some or all of the amounts payable under a First Tier Credit Agreement may be designated to 
be Second Tier Payment Obligations or Subordinate Tier Payment Obligations and all payment obligations under a 
First Tier Credit Agreement which are designated to be Second Tier Payment Obligations or Subordinate Tier Payment 
Obligations shall be treated as and constitute Second Tier Payment Obligations or Subordinate Tier Payment 
Obligations, as applicable, for all purposes under the Master Trust Agreement. 

 
"First Tier Principal/Redemption Account" – an account in the First Tier Debt Service Fund created under 

the Trust Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation 
of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate 
Stabilization Fund and General Reserve Fund." 

 
"First Tier Reserve Account" – an account in the First Tier Debt Service Fund created under the Trust 

Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
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Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund." 

 
"Fiscal Year" – presently, September 1 through August 31 of the following year; or any other period hereafter 

designated by the Commission as its Fiscal Year in accordance with law.  
 
"Fitch" – Fitch Ratings, or, if such company is dissolved or liquidated or otherwise ceases to perform 

securities rating services, such other nationally recognized securities rating agency as may be designated in writing by 
a Department Representative. 

 
"GEC" – see the definition of General Engineering Consultant. 
 
"General Engineering Consultant" or "GEC" – an engineer or engineering firm or Commission at the time 

employed by the Commission pursuant to the provisions of section (a) of "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Employment of General Engineering Consultant and Traffic Consultant" to carry out 
the duties imposed by the Master Trust Agreement on the General Engineering Consultant.  

 
"General Engineering Consulting Report" – the SH 249 Engineer's Report, dated January 2019, prepared by 

BGE, Inc. 
 
"General Reserve Fund" – the General Reserve Fund created under the Trust Agreement and described in 

"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate Fund; Debt Service Funds; 
Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization Fund and General Reserve 
Fund. 

"Government Obligations" – as defined in section (e) "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Release of Master Trust Agreement."  

 
"Governmental Lender" – a federal agency or instrumentality, federal government-sponsored enterprise or 

federal government corporation. 
 
"Initial Obligations" – collectively, the "Texas Transportation Commission State Highway 249 System First 

Tier Toll Revenue Bonds, Series 2019A" and "Texas Transportation Commission State Highway 249 System First 
Tier Toll Revenue Bonds, Taxable Series 2019B," issued as First Tier Obligations. 

 
"Initial Segment" or "Segment 1" – the portion of the SH 249 project to be located between FM 1774 in the 

City of Pinehurst, Texas and FM 1774 in Grimes County, Texas near the City of Todd Mission, Texas as further set 
forth in the General Engineer Consulting Report. 

 
"Insolvency Laws" – the United States Bankruptcy Code, 11 U.S.C. §101 et seq., as from time to time 

amended and in effect, and any state bankruptcy, insolvency, receivership, liquidation, reorganization or similar law 
now or hereafter in effect. 

 
"Intelligent Vehicle Highway Systems" – improvements in mobility, safety and productivity by transportation 

systems that draw upon advanced electronic technologies and control software. 
 
"Interest Accounts" – the First Tier Interest Account, the Second Tier Interest Account and the Subordinate 

Tier Interest Account.  
 
"Letter of Representations" – the letter of representations or similar document executed by the Commission 

and delivered to the Securities Depository (and any amendments thereto or successor agreements) for one or more 
Series of Book-Entry Obligations. 

 
"Major Maintenance Expenditures" – the reasonable and necessary expenses (but excluding non-cash 

expenses such as depreciation, depletion and amortization) of repair and maintenance of the System, including the 
Initial Segment, that do not occur at annual or shorter periods, as determined by the Commission, including, without 
limiting the generality of the foregoing, periodic roadway resurfacing and repair, replacement of toll collection, vehicle 
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identification, toll integration and video enforcement equipment, and all administrative and engineering expenses 
relating to such expenses and any other maintenance expenses required to be paid by the Commission. 

 
"Master Custodial Agreement" – the Master Lockbox and Custodial Account Agreement dated as of 

November 9, 2007 between TxDOT and The Bank of New York Mellon Trust Company, N.A., as successor to the 
Bank of New York Trust Company, N.A., as custodian, amended by the Amendment No. 1 to such agreement, dated 
as of September 22, 2009 and Amendment No. 2 to such agreement, dated as of September 2, 2012 and as extended 
by a letter agreement dated November 2, 2012, and the various joinder agreements thereto, all as may be further 
amended from time to time. 

 
"Master Trust Agreement" – the Master Trust Agreement. 
 
"Moody's" – Moody's Investors Service, Inc. or, if such company is dissolved or liquidated or otherwise 

ceases to perform securities rating services, such other nationally recognized securities rating agency as may be 
designated in writing by a Department Representative. 

 
"Obligations" – the Initial Obligations and any Additional Obligations. 
 
"Operating and Maintenance Account Requirement" – has the meaning set forth in "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Operating and Maintenance Account." 
 
"Operating and Maintenance Expenses" – the Commission's reasonable and necessary expenses for 

maintaining, repairing and operating the System, including, without limiting the generality of the foregoing, any 
expenses for repair or replacement of any portion of the System, expenses for toll collection, all premiums for 
insurance and payments into any self-insurance reserve fund, all administrative and engineering expenses relating to 
operation of the System, fees and expenses of the Traffic Consultants, the General Engineering Consultants, the 
Trustee and of the Paying Agents, Policy Costs, legal expense, expenses for Public Safety Officers and any other 
expenses required to be paid by the Commission as shown in the Annual Budget for the System. 

 
"Outstanding" – when used with reference to Obligations, at any date of which the amount of the Outstanding 

Obligations is to be determined, the aggregate of all Obligations secured by the Master Trust Agreement, except: 
 
(a) Obligations paid, cancelled or delivered to the Paying Agent for cancellation at or prior to such date;  
 
(b) Obligations for the full payment of the Principal of, premium, if any, and interest on which cash 

shall have been theretofore deposited with the Paying Agent and which (i) shall have matured by their terms, or 
otherwise shall have become payable, but shall not have been surrendered for payment or (ii) shall have been 
purchased by the Trustee but shall not have been presented for payment;  

 
(c) Obligations which are deemed paid pursuant to section (b) "SUMMARY OF MASTER TRUST 

AGREEMENT PROVISIONS – Release of Master Trust Agreement"; and  
 
(d) Obligations in exchange or in lieu of which other Obligations have been delivered under the Master 

Trust Agreement.  
 
"Owner" – (i) the registered owner of any bond, note of other obligation as shown on the Trustee's Obligation 

registration records and books provided for in the applicable Supplemental Agreement and (ii) the Credit Provider of 
any Credit Agreement.  

 
"Paying Agent" – the Trustee. 
 
"Payment Obligations" – First Tier Payment Obligations, Second Tier Payment Obligations and Subordinate 

Tier Payment Obligations.  
 
"Permitted Investments" – any security or obligation or combination thereof permitted under the Public Funds 

Investment Act, Chapter 2256, Texas Government Code, as may be amended from time to time, and the Commission's 
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duly approved investment policy, including forward purchase agreements and guaranteed investment contracts to the 
extent permitted by such investment policy. 

 
"Person" – an individual, partnership, corporation (including a business trust), limited or unlimited liability 

company, joint stock company, trust, unincorporated association, joint venture, governmental authority or other entity. 
 
"Policy Costs" – a periodic fee or charge required to be paid to maintain a Reserve Surety Agreement. 
 
"Principal" – (i) the principal amount of an Obligation or (ii) when used in connection with determining 

whether Owners of a percentage of the principal amount of Outstanding Obligations has given any consent, order, 
request, direction or other act (1) with respect to any Obligation that evidences one or more financial hedge obligations, 
the amount, if any, that would be payable by the Commission if the transaction in respect of which such financial 
hedge obligations are payable were terminated as of a recent date (within 30 days of the date of determination) 
specified by the Commission, and (2) with respect to any other Obligation, means the Outstanding unpaid principal 
sum or amount of such Obligation. 

 
"Principal Office" – when used with respect to the Trustee, the business office of the Trustee specified in 

writing by the Trustee to the Commission as the principal office of the Trustee for the administration of the Master 
Trust Agreement and, initially, shall be 13737 Noel Road, Suite 800, Dallas, TX 75240, telephone (972) 581-1622. 

 
"Projected Debt Service Coverage Ratio" – when applied to First Tier Obligations, Second Tier Obligations, 

Subordinate Tier Obligations or a combination of the foregoing, for each of the Fiscal Years commencing with the 
Fiscal Year following the end of any period during which interest was fully capitalized on the Obligations proposed 
to be issued and ending with the latest Fiscal Year in which any Obligation is scheduled to mature or for any other 
annual period, the ratio determined by dividing Projected Revenues for such annual period by the Projected Debt 
Service Requirements for such annual period. 

 
"Projected Operating and Maintenance Expense Capacity" – for any Fiscal Year, the portion of Operating 

and Maintenance Expenses estimated to be paid with Revenues, as reflected in the Annual Budget pursuant to 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Operating and Maintenance Account." 

 
"Projected Operating and Maintenance Expenses" – the Operating and Maintenance Expenses for each 

monthly period or the entire Fiscal Year as shown in the Annual Budget to be adopted each Fiscal Year by the 
Commission pursuant to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Operating and 
Maintenance Account." 

 
"Projected Revenues" – Revenues projected by the Traffic Consultant to be received in the annual period in 

question, taking into account (i) any revisions of the Toll Rate Schedule that has been approved by the Commission 
and that will be effective during such annual period, (ii) any additional Tolls that the Traffic Consultant estimates will 
be received by the Commission following the completion of any System Segment then being constructed or proposed 
to be constructed, (iii) any revisions of the Toll Rate Schedule expected to be implemented by the Commission, as 
evidenced by a certificate of a Department Representative delivered to the Trustee, and included as assumptions in a 
traffic and revenue report of the Traffic Consultant and (iv) for each Fiscal Year in any Construction and Ramp-Up 
Period, the amounts projected by a Department  Representative or the Traffic Consultant to be on deposit in the Rate 
Stabilization Fund and the General Reserve Fund. 

 
"Public Safety Officers" – licensed public safety officers, if any, in the employment of or under contract to 

TxDOT for the purpose of performing public safety duties in connection with the System. 
 
"Qualified Credit Agreement" – a First Tier Credit Agreement, a Second Tier Credit Agreement or a 

Subordinate Tier Credit Agreement, as applicable, entered into with a Qualified Credit Provider. 
 
"Qualified Credit Provider" – a Credit Provider (or its corporate parent as guarantor of its obligations under 

a Credit Agreement) whose long term debt is rated or whose credit rating is, at the time the Qualified Credit Agreement 
is entered into, in one of the three highest rating categories by Moody's or S&P or Fitch, without regard to rating sub-
categories. 
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"Rate Covenant" – the Rate Covenant of the Commission as set forth in "SUMMARY OF MASTER TRUST 

AGREEMENT PROVISIONS – Establishment of Rates." 
 
"Rate Stabilization Fund" – the Rate Stabilization Fund created under the Trust Agreement and described in 

"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate Fund; Debt Service Funds; 
Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization Fund and General Reserve 
Fund.  

 
"Rate Stabilization Fund Obligation" – an agreement providing for the timely payment of moneys to the 

Commission as provided in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Rate Stabilization 
Fund." 

 
"Rate Stabilization Fund Requirement" – (i) an amount equal to the greater of (A) $10,000,000 initial deposit 

to the Rate Stabilization Fund from proceeds of certain of the Initial Obligations plus all Revenues deposited to the 
Rate Stabilization Fund pursuant to section (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
– Flow of Funds" or (B) $10,000,000 or (ii) such other amount as set forth in a Supplemental Agreement, which 
amount may be more or if the Initial Obligations are no longer Outstanding, less than the amount established in (i) 
above.  Provided, however, to the extent that amounts on deposit in the Rate Stabilization Fund are transferred to the 
Debt Service Funds, or the Reserve Accounts to cure a deficiency, the Rate Stabilization Fund Requirement shall be 
reduced to the greater of (i) the resulting balance in the Rate Stabilization Fund after such transfer or (ii) $10,000,000. 

 
"Rating Agency" – Fitch, Moody's and S&P. 
 
"Real Property" – any land, rights therein (including options), rights of way, franchises, easements, rights of 

entry, leasehold interests, mineral interests, structures and property presently attached to the realty or other interests 
in or appertaining to any land, and any estate therein, either temporary or for a fixed period or permanent; and the term 
real property shall also include all other property, if any, considered as real property under the laws of the State.  

 
"Rebate Fund" – the Rebate Fund created under the Trust Agreement and described in "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate Fund; Debt Service Funds; Operating and 
Maintenance Account; Major Maintenance Account; Rate Stabilization Fund and General Reserve Fund."  

 
"Redemption Accounts" – the First Tier Principal/Redemption Account, the Second Tier 

Principal/Redemption Account and the Subordinate Tier Principal/Redemption Account. 
 
"Redemption Premium" – the premium payable upon the call of any Obligation for redemption, determined 

in accordance with the provisions of the Master Trust Agreement. 
  
"Redemption Price" – the Principal amount of any Obligation and the premium payable upon the redemption 

thereof determined in accordance with the provisions of the Master Trust Agreement together with interest accrued to 
the date fixed for redemption.  

 
"Registered Obligations" – Obligations registered in the name of the Owner.  
 
"Registrar" – the Trustee.  
 
"Reserve Accounts" – as applicable, the First Tier Reserve Account, the Second Tier Reserve Account and 

the Subordinate Tier Reserve Account.  
 
"Reserve Surety Agreement" – any substitute for cash and Permitted Investments in any respective Reserve 

Account as may be provided in a Supplemental Agreement.  
 
"Responsible Officer" – when used with respect to the Trustee, the officer of the Trustee within the Corporate 

Trust Services of the Trustee (or any successor unit, department or division of the Trustee) located at the Principal 
Office of the Trustee, who has direct responsibility for the administration of the Master Trust Agreement. 
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"Revenue Fund" – the Revenue Fund created under the Trust Agreement and described in "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Revenue Fund."  
 
"Revenues" – (a) the aggregate revenues and all other receipts and income collected, received or derived by 

the Commission from the operation of the System in any period, or estimated aggregate revenues and other receipts 
and income estimated to be collected, received or derived by the Commission from the operation of the System in any 
period and all investment income from the Revenue Fund, the Construction Fund (excluding investment income from 
any Capitalized Interest Account within the Construction Fund and any other investment income from the 
Construction Fund that is deposited or estimated to be deposited to the credit of the Interest Accounts), the Rate 
Stabilization Fund and the General Reserve Fund and (b) any other sources of revenues or funds of the Commission 
that the Commission chooses to designate as "Revenues" pursuant to a Supplemental Agreement or as designated, 
from time to time, by the Department Representative in a written certificate provided to the Trustee.  Revenues do not 
include (i) the investment income from the Interest Accounts, including any Capitalized Interest Accounts within the 
Interest Accounts, the Principal/Redemption Accounts, the Reserve Accounts and any Capitalized Interest Account 
within the Construction Fund, (ii) any investment income from the Construction Fund which is deposited or estimated 
to be deposited to the credit of the Interest Accounts and (iii) any of the amounts described above collected or received 
by the Commission and required to be paid to other Persons as revenue sharing payments pursuant to an agreement. 

"Rule" – United States Securities Exchange Commission Rule 15c2-12, as amended from time to time. 
 
"S&P" – S&P Global Ratings, a division of S&P Inc., or, if such company is dissolved or liquidated or 

otherwise ceases to perform securities rating services, such other nationally recognized securities rating agency as 
may be designated in writing by a Department Representative. 

 
"Second Tier Credit Agreement" – collectively, an obligation entered into on a parity with Outstanding 

Second Tier Obligations in the form of a loan agreement, revolving credit agreement, agreement establishing a line of 
credit, letter of credit, reimbursement agreement, insurance contract, commitments to purchase obligations, purchase 
or sale agreement, interest rate swap, cap and floor agreement, or commitment or other contract or agreement 
authorized, recognized and approved by the Commission as a Second Tier Credit Agreement, whether authorized or 
approved in anticipation of, simultaneously with, or subsequent to, the authorization of the Second Tier Obligations 
in connection with which it is executed. 

 
"Second Tier Debt Service Fund" – the Second Tier System Debt Service Fund created under the Trust 

Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund." 

 
"Second Tier Interest Account" – an account in the Second Tier Debt Service Fund created under the Trust 

Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund." 

 
"Second Tier Obligations" – unless otherwise specifically stated, any bond, bonds, note, notes, other 

obligation or obligations, including any Second Tier Credit Agreement, issued, incurred or entered into pursuant to 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Second Tier Obligations" as 
Second Tier Obligations, or all of the foregoing, as the case may be, authorized by law and issued under and secured 
by the provisions of the Master Trust Agreement and any Supplemental Agreement.  

 
"Second Tier Payment Obligations" – unless otherwise specifically stated in a Supplemental Agreement, all 

amounts payable by the Commission under a Second Tier Credit Agreement less any amounts of Principal or interest 
payable with respect to any Second Tier Obligations pledged under a Second Tier Credit Agreement as collateral for 
the amounts due thereunder and any payment obligations evidenced by a Second Tier Obligation; and all such Second 
Tier Payment Obligation payments shall be deemed to constitute Principal payments of Second Tier Obligations, and 
shall be paid from the Second Tier Principal/Redemption Account or subaccount therein as provided in section (b) of 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates"; provided, however, 
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that, if so provided in a Second Tier Credit Agreement or in the proceedings approved by the Commission in 
connection therewith, some or all of the amounts payable under a Second Tier Credit Agreement may be designated 
to be Subordinate Tier Payment Obligations and all payment obligations under a Second Tier Credit Agreement which 
are designated to be Subordinate Tier Payment Obligations shall be treated as and constitute Subordinate Tier Payment 
Obligations for all purposes under the Master Trust Agreement 

 
"Second Tier Principal/Redemption Account" – an account in the Second Tier Debt Service Fund created 

under the Trust Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Creation of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; 
Rate Stabilization Fund and General Reserve Fund." 

 
"Second Tier Reserve Account" – an account in the Second Tier Debt Service Fund created under the Trust 

Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund."  

 
"Securities Depository" – a Person that is registered as a clearing agency under Section 17A of the Securities 

Exchange Act of 1934 or whose business is confined to the performance of the functions of a clearing agency with 
respect to exempted securities, as defined in Section 3(a)(12) of such act for the purposes of Section 17A thereof. 

 
"Segment 1" – see definition of Initial Segment. 
 
"Segment 2" – the portion of the SH 249 project to be located between FM 1774 near the City of Todd 

Mission, Texas (Grimes County) and SH 105 near the City of Navasota, Texas (Grimes County) to serve as a northerly 
extension of SH 249 from the north terminus of Segment 1. 

 
"Series" - one or more Obligations issued at the same time and having the same parity insofar as the lien of 

the Trust Estate is concerned and any Obligations thereafter authenticated and delivered in lieu of or in substitution 
for such Obligations, or sharing some other common term or characteristic, and designated as a separate Series of 
Obligations. 

 
"SH 249 System" or "System" – the Initial Segment and any System Segment or other toll project or facilities 

added to, grouped with, or otherwise constituted and declared to be a part of the System by the Commission in 
accordance with State law and pursuant to an order or orders adopted by the Commission. 

 
"Short-Term Indebtedness" – all Obligations that mature in less than 365 days and are issued as Short-Term 

Indebtedness.  In the event a Credit Provider has extended a line of credit or the Commission has undertaken a 
commercial paper or similar program, only amounts actually borrowed under such line of credit or program and 
repayable in less than 365 days shall be considered Short-Term Indebtedness and the full amount of such commitment 
or program shall not be treated as Short-Term Indebtedness to the extent that such facility remains available but 
undrawn. 

 
"State" – the State of Texas. 
 
"Stated Maturity" – for any Obligation, the scheduled maturity date or final mandatory sinking fund 

redemption date of such Obligation. 
 
"Subordinate Tier Credit Agreement" – collectively, an obligation entered into on a parity with the 

Outstanding Subordinate Tier Obligations in the form of a loan agreement, revolving credit agreement, agreement 
establishing a line of credit, letter of credit, reimbursement agreement, insurance contract, commitments to purchase 
obligations, purchase or sale agreement, interest rate swap, cap and floor agreement, or commitment or other contract 
or agreement authorized, recognized and approved by the Commission as a Subordinate Tier Credit Agreement, 
whether authorized or approved in anticipation of, simultaneously with, or subsequent to, the authorization of the 
Subordinate Tier Obligations in connection with which it is executed. 
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"Subordinate Tier Debt Service Fund" – the Subordinate Tier Debt Service Fund created under the Trust 
Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation of Rebate 
Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate Stabilization 
Fund and General Reserve Fund." 

 
"Subordinate Tier Interest Account" – an account in the Subordinate Tier Debt Service Fund created under 

the Trust Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation 
of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate 
Stabilization Fund and General Reserve Fund." 

 
"Subordinate Tier Obligations" – Unless otherwise specifically stated, any bond, bonds, note, notes, other 

obligation or obligations, including any Subordinate Tier Credit Agreement, issued, incurred or entered into pursuant 
to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations" 
as Subordinate Tier Obligations, or all of the foregoing, as the case may be, authorized by law and issued under and 
secured by the provisions of the Master Trust Agreement and any Supplemental Agreement. 

 
"Subordinate Tier Payment Obligations" – unless otherwise specifically stated in a Supplemental Agreement, 

all amounts payable by the Commission under a Subordinate Tier Credit Agreement less any amounts of Principal or 
interest payable with respect to any Subordinate Tier Obligations pledged under a Subordinate Tier Credit Agreement 
as collateral for the amounts due thereunder and any payment obligations evidenced by a Subordinate Tier Obligation; 
and all such Subordinate Tier Payment Obligation payments shall be deemed to constitute Principal payments of 
Subordinate Tier Obligations, and shall be paid from the Subordinate Tier Principal/Redemption Account or 
subaccount therein as provided in section (c) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
– Application of Moneys in Principal/Redemption Accounts; Payment of Obligations and Payment Obligations; 
Redemption of Obligations" and specified in a Supplemental Agreement; and all payment obligations under a First 
Tier Credit Agreement or Second Tier Credit Agreement which are designated to be Subordinate Tier Payment 
Obligations shall be treated as and constitute Subordinate Tier Payment Obligations for all purposes under the Master 
Trust Agreement. 

 
"Subordinate Tier Principal/Redemption Account" – an account in the Subordinate Tier Debt Service Fund 

created under the Trust Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Creation of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major 
Maintenance Account; Rate Stabilization Fund and General Reserve Fund." 

 
"Subordinate Tier Reserve Account" – an account in the Subordinate Tier Debt Service Fund created under 

the Trust Agreement and described in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Creation 
of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance Account; Rate 
Stabilization Fund and General Reserve Fund." 

 
"Substantial Completion" – as evidenced by the certificate of a Department Representative, pursuant to the 

Master Trust Agreement, (i) with respect to the Initial Segment, the date of "substantial completion" under the terms 
of the agreement related to the acquisition and construction of such portions of the Initial Segment and (ii) with respect 
to any additional System Segment financed with Additional Obligations, the date which such additional System 
Segments reach "substantial completion" under the terms of the construction agreement related to the acquisition and 
construction of such additional System Segments.  

 
"Supplement" – see the definition of Supplemental Agreement. 
 
"Supplemental Agreement" or "Supplement" – any supplemental agreement to the Master Trust Agreement, 

now or hereafter duly authorized and entered into in accordance with the provisions of the Master Trust Agreement, 
together with, to the extent applicable, the related award certificate of the Commission. 

 
"System" – see the definition of SH 249 System. 
 
"System Segment" – the meaning given such term in the Master Trust Agreement. 
 



 

C-16 
  

"Tax-Exempt Obligations" – any Obligations issued as obligations described in Section 103 of the Code. 
 
"Tier" – the designation of priority of an Obligation, with First Tier Obligations being the most senior, Second 

Tier Obligations being the second most senior, Subordinate Tier Obligations being the third most senior. 
 
"TIFIA Loan Agreement" – any loan agreement, as supplemented and amended from time to time, between 

the Commission and USDOT or other Governmental Lender, executed pursuant to the federal Transportation 
Infrastructure Finance and Innovation Act or other law, which may be a credit agreement under Chapter 1371, Texas 
Government Code, and, for purposes of the Master Trust Agreement, shall be a Credit Agreement. 

 
"TIFIA Obligation" – an Obligation initially delivered to and owned by USDOT or other Governmental 

Lender related to a TIFIA Loan Agreement. 
 
"Toll Rate Schedule" – the schedule of Tolls to be collected for the use of the System established by the 

Commission pursuant to the Rate Covenant, any changes in such Tolls and any changes in design of the overall 
configuration and toll road plans of the System from that included in the SH 249 Comprehensive Traffic and Toll 
Revenue Study dated December 2018 by the Traffic Consultant, and the General Engineering Consulting Report in 
connection with the issuance of the Initial Obligations. 

 
"Tolls" – all rates, rents, fees, charges, fines or other income derived by the Commission from vehicular 

usage of the System, and all rights of the Commission to receive the same. 
 
"Traffic Consultant" – the traffic engineer or engineering firm or corporation at the time employed by the 

Commission pursuant to the provisions of section (b) of "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Employment of General Engineering Consultant and Traffic Consultant" to carry out the duties 
imposed by the Master Trust Agreement on the Traffic Consultant. 

 
"Transfer Date" – the meaning given such term in section (a) of "SUMMARY OF MASTER TRUST 

AGREEMENT PROVISIONS – Flow of Funds." 
 
"Trust Estate" – the meaning given such term in the granting clauses of the recitals of the Master Trust 

Agreement. 
 
"Trustee" – U.S. Bank National Association or its successor as Trustee under the provisions of the Master 

Trust Agreement. 
 

"TxDOT" or "Department"– the Texas Department of Transportation, or any successor thereto. 
 
"Unanimous Voting Matters" - the meaning given such term in the Master Trust Agreement. 
 
"USDOT" – the United States Department of Transportation, or any successor thereto. 
 
"Value of Permitted Investments" – the amortized value of any Permitted Investments, provided, however, 

that all United States of America, United States Treasury Obligations – State and Local Government Series shall be 
valued at par and those obligations which are redeemable at the option of the holder shall be valued at the price at 
which such obligations are then redeemable.  The computations made under this paragraph shall include accrued 
interest on the investment securities paid as a part of the purchase price thereof and not collected.  For the purposes of 
this definition "amortized value," when used with respect to a security purchased at par means the purchase price of 
such security and when used with respect to a security purchased at a premium above or discount below par, means 
as of any subsequent date of valuation, the value obtained by dividing the total premium or discount by the number of 
interest payment dates remaining to maturity on any such security after such purchase and by multiplying the amount 
as calculated by the number of interest payment dates having passed since the date of purchase and (i) in the case of a 
security purchased at a premium, by deducting the product thus obtained from the purchase price, and (ii) in the case 
of a security purchased at a discount, by adding the product thus obtained to the purchase price. 

 



 

C-17 
  

"Variable Rate" – interest on an Obligation which does not have a predetermined fixed rate or rates to 
maturity. 

 
"Year 2040 Plan" – Houston-Galveston Area Council's (H-GAC's) 2040 Regional Transportation Plan (2040 

RTP) revised in March 2016 and the latest amendment from December 2016. 
 

SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS 
 

Issuance of First Tier Obligations 
 

(a)   This section shall not be applicable to the issuance of any First Tier Obligations which constitute all 
or a portion of the Initial Obligations. 

 
(b) To the extent and in the manner provided in this section, the Commission reserves and shall have 

the right and power to issue or incur, at one time or from time to time, First Tier Obligations, including First Tier 
Credit Agreements, which First Tier Obligations, when issued or incurred, shall be secured by and payable from a lien 
on and pledge of the Revenues.  First Tier Obligations shall be in all respects of equal dignity and on parity with any 
then Outstanding First Tier Obligations. 

 
(c) First Tier Obligations may be issued for any purpose then authorized by law, including the refunding 

of Obligations or other debt and/or the interest thereon, at any time authorized.  Such First Tier Obligations shall be 
dated, bear interest (either fixed, variable, or a combination thereof), mature, and shall or may be subject to mandatory 
or optional redemption prior to maturity with moneys from the First Tier Debt Service Fund, shall be payable from 
such source or sources, further secured by any reserve fund or other funds, if any, and shall be executed, sold, and 
delivered, all as provided in the order, the Supplemental Agreement and any applicable Award Certificate authorizing 
the issuance of such First Tier Obligations, provided that the provisions of such First Tier Obligations shall not be in 
conflict with the provisions of the Master Trust Agreement.  Such First Tier Obligations shall be issued, executed, and 
delivered in the form and manner as prescribed in the order, the Supplemental Agreement and any applicable Award 
Certificate authorizing same, and such First Tier Obligations shall be secured and payable as in the Master Trust 
Agreement and the order provided, and shall be on parity with any then Outstanding First Tier Obligations with respect 
to the Revenues. 

 
(d) First Tier Obligations shall be issued and delivered only after adoption by the Commission of an 

order and execution and delivery by the Commission and the Trustee of a Supplemental Agreement which shall (i) 
authorize the Obligations as First Tier Obligations and direct their delivery, (ii) describe in brief and general terms the 
purpose or purposes for which such First Tier Obligations are to be issued, (iii) specify or provide for the title and 
other provisions of such First Tier Obligations in accordance with paragraph (c) of this section, (iv) set forth or provide 
for the approval of the form of the First Tier Obligation, (v) authorize any reserve fund or other funds for such First 
Tier Obligations pursuant to subparagraph (f) of this section and (vi) provide for the retirement of such First Tier 
Obligations from the First Tier Principal/Redemption Account or otherwise, provided that the provisions with respect 
to such First Tier Obligations shall not be in conflict with the provisions of the Master Trust Agreement. 

 
(e) Upon their authorization by order of the Commission as described above, the First Tier Obligations 

of a Series issued under this section shall be issued in the manner hereinabove set forth or referred to, and shall be 
delivered to the purchasers thereof, but before, or concurrently with, the delivery of such First Tier Obligations to such 
purchasers there shall have been filed with the Trustee the following:  

 
(i) a copy, certified by an official of the Commission, of the order of the Commission 
authorizing the First Tier Obligations and directing their delivery to the purchasers;  

 
(ii) an original executed counterpart of the Supplemental Agreement; 
 
(iii) a certificate signed by a Department Representative to the effect that (1) (A) no default has 
occurred and is continuing under the Master Trust Agreement or (B) after the issuance of the 
proposed First Tier Obligations to cure an existing default under the Master Trust Agreement, no 
default will have occurred and be continuing under the Master Trust Agreement and (2) (A) no 
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default by the Commission has occurred and is continuing under the Rate Covenant or (B) after the 
issuance of the proposed First Tier Obligations, no default by the Commission will have occurred 
and be continuing under the Rate Covenant; 
 
(iv) a certificate of a Department Representative regarding transfers from the Revenue Fund 
required under section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Flow of Funds";  

 
(v) a report or certificate of the General Engineering Consultant regarding the estimated Costs 
for any System Segment; and either: 
 
(vi) a report of the Traffic Consultant to the effect that (A) the Revenues during the preceding 
annual period ending not more than ninety (90) days prior to the date of delivery of the proposed 
First Tier Obligations were sufficient to satisfy the requirements of the Rate Covenant (which report 
may assume that a revision of the Toll Rate Schedule that was approved and implemented by the 
Commission subsequent to the beginning of such annual period had been in effect for the entire 
annual period), and (B) the Projected Revenues for each Fiscal Year over the term of the proposed 
First Tier Obligations is expected to produce a Projected Debt Service Coverage Ratio (excluding 
any Obligations being refunded) of at least (1) 1.40x with respect to Outstanding First Tier 
Obligations and the First Tier Obligations then proposed to be issued, (2) 1.30x Outstanding First 
Tier Obligations, Outstanding Second Tier Obligations and the First Tier Obligations and Second 
Tier Obligations the proposed to be issued and (3) 1.10x with respect to all Outstanding Obligations 
and the Obligations then proposed to be issued; or 
 
(vii) if the First Tier Obligations are being incurred solely for the purposes of refunding, 
repurchasing or refinancing any Outstanding Obligations, a certificate of a Department 
Representative certifying the Average Annual Debt Service on all First Tier Obligations prior to the 
issuance of the proposed First Tier Obligations is greater than the Average Annual Debt Service on 
all First Tier Obligations after the issuance of such proposed First Tier Obligations. 

 
(f) The Commission may establish a reserve account, a Capitalized Interest Account and/or any other 

fund or funds pursuant to the provisions of the applicable Supplemental Agreement for the purpose of paying or 
securing a particular Series of First Tier Obligations,  any specific group or Series of First Tier Obligations or, for a 
Capitalized Interest Account, any specific group of First Tier Obligations authorized by the same particular 
Supplemental Agreement. Any reserve account shall be segregated into a separate subaccount and separately identified 
within the First Tier Reserve Account. Any reserve account or other fund so established shall be held solely for the 
benefit of the Owners of the particular Series or group of Series of First Tier Obligations for which such subaccount 
or fund was established.  Each such reserve account shall be designated in such manner as is necessary to identify the 
First Tier Obligations it secures and to distinguish such subaccount from any other accounts or subaccounts within the 
First Tier Reserve Account created for the benefit of any other First Tier Obligations.  Any Capitalized Interest 
Account shall be segregated into a separate subaccount and separately identified within the First Tier Interest Account 
or the Construction Fund, as directed by the Department Representative. Any such Capitalized Interest Account so 
established shall be held for the benefit of the Owners of the particular Series, group of Series of First Tier Obligations 
or group of Obligations authorized by the same particular Supplemental Agreement, for which such account was 
established, as the case may be.  Each such Capitalized Interest Account shall be designated in such manner as is 
necessary to identify the First Tier Obligations it secures and to distinguish such subaccount from any other 
subaccounts within (i) the First Tier Interest Account created for the benefit of any other First Tier Obligations or (ii) 
the Construction Fund. Any other fund created hereby shall be designated in such manner as is necessary to identify 
the First Tier Obligations it secures and to distinguish such subaccount from any other funds, account or subaccounts 
created for the benefit of any other First Tier Obligations.  Prior to establishing any reserve account, Capitalized 
Interest Account or other fund hereby, a Department Representative shall deliver a certificate to the Trustee to the 
effect that the establishment and operation of such account or fund will not have a material adverse effect on the ability 
of the Commission to comply with its covenants in the Master Trust Agreement or in the Supplemental Agreements 
authorizing the issuance of the Outstanding First Tier Obligations.  
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(g)  Immediately after the delivery of any First Tier Obligations issued under this section, the 
Commission shall deposit the proceeds thereof, if any, (including accrued interest, if any, collected at the time of the 
delivery of such First Tier Obligations) with the Trustee, which shall in turn deposit the proceeds as directed by a 
Department Representative in accordance with the purposes for which such First Tier Obligations were issued.  

 
(h) Notwithstanding anything to the contrary contained in this section, the Commission may enter into 

First Tier Credit Agreements constituting Qualified Credit Agreements in connection with First Tier Obligations and 
the First Tier Payment Obligations as specified thereunder may be secured by and made payable from a lien on and 
pledge of the Revenues on a parity with the Outstanding First Tier Obligations.  In addition, the Trustee shall withdraw 
from the Revenue Fund for deposit into the First Tier Debt Service Fund such amounts as are necessary for the 
Commission to pay such First Tier Payment Obligations in accordance with the Master Trust Agreement. 
 

(i) To finance the costs of completion of the Initial Segment or any additional System Segments, as 
applicable, the Commission may, without complying with the provisions of subparagraphs (e)(v) and (vi), issue First 
Tier Obligations in a Principal amount, together with any Second Tier Obligations and Subordinate Tier Obligations 
issued pursuant to section (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of 
Second Tier Obligations" and section (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Issuance of Subordinate Tier Obligations," respectively, not in excess of ten percent (10%) of the Principal amount of 
the Obligations issued to finance the Initial Segment or any additional System Segments, as applicable, if prior to the 
issuance thereof there is delivered to the Trustee a certificate of the General Engineering Consultant stating:  (i) that 
at the time the Obligations were issued, the Commission had reason to believe that the proceeds of such Obligations, 
together with any other moneys then expected to be available, would provide sufficient moneys for the completion of 
the Initial Segment or any additional System Segments, as applicable, (ii) the amount estimated to be needed to so 
complete the Initial Segment or any additional System Segments, as applicable; and (iii) that the proceeds of all such 
Completion Obligations to be applied to the completion of the Initial Segment or any additional System Segments, as 
applicable, together with a reasonable estimate by a Department Representative of (1) investment income to be earned 
on the proceeds of all such Completion Obligations and available to pay such costs, (2) the amount of moneys, if any, 
committed to such completion from available cash or marketable securities and reasonably estimated earnings thereon, 
(3) enumerated bank loans (including letters or lines of credit), and (4) any other moneys reasonably expected to be 
available, will be in an amount not less than the estimated amount needed to complete the Initial Segment or any 
additional System Segments, as applicable, set forth in such certificate of the General Engineering Consultant.  The 
Principal amount of the Completion Obligations permitted in this section (i) may include the amount required to (i) 
provide completed and equipped facilities of substantially the same type and scope contemplated at the time any such 
Obligations were originally issued, (ii) provide for capitalized interest during the period of construction, (iii) provide 
the required deposit, if any, in any reserve fund or reserve account permitted by section (d) and (f) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier Obligations" and (iv) pay the costs and 
expenses of issuing such First Tier Obligations being issued as Completion Obligations. 
 
Issuance of Second Tier Obligations 
 

(a) This section shall not be applicable to the issuance of any Second Tier Obligations which constitute 
all or a portion of the Initial Obligations.  

 
(b) To the extent and in the manner provided in this section, the Commission reserves and shall have 

the right and power to issue or incur, at one time or from time to time, Second Tier Obligations, including Second Tier 
Credit Agreements, which Second Tier Obligations, when issued or incurred, shall be secured by and payable from a 
lien on and pledge of the Revenues subordinate to any First Tier Obligations.  Second Tier Obligations shall be in all 
respects of equal dignity and on parity with any then Outstanding Second Tier Obligations. 

 
(c) Second Tier Obligations may be issued for any purpose then authorized by law, including the 

refunding of Obligations or other debt and/or the interest thereon, at any time authorized.  Such Second Tier 
Obligations shall be dated, bear interest (either fixed, variable, or a combination thereof), mature, and shall or may be 
subject to mandatory or optional redemption prior to maturity with moneys from the Second Tier Debt Service Fund, 
shall be payable from such source or sources, further secured by any reserve fund or other funds, if any, and shall be 
executed, sold, and delivered, all as provided in the order, the Supplemental Agreement and any applicable Award 
Certificate authorizing the issuance of such Second Tier Obligations, provided that the provisions of such Second Tier 
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Obligations shall not be in conflict with the provisions of the Master Trust Agreement.  Such Second Tier Obligations 
shall be issued, executed, and delivered in the form and manner as prescribed in the order, the Supplemental 
Agreement and any applicable Award Certificate authorizing same, and such Second Tier Obligations shall be secured 
and payable as in the Master Trust Agreement and the order provided, and shall be on parity with any then Outstanding 
Second Tier Obligations with respect to the Revenues. 

 
(d) Second Tier Obligations shall be issued and delivered only after adoption by the Commission of an 

order and execution and delivery by the Commission and the Trustee of a Supplemental Agreement which shall (i) 
authorize the Obligations as Second Tier Obligations and direct their delivery, (ii) describe in brief and general terms 
the purpose or purposes for which such Second Tier Obligations are to be issued, (iii) specify or provide for the title 
and other provisions of such Second Tier Obligations in accordance with paragraph (c) of this section, (iv) set forth 
or provide for the approval of the form of the Second Tier Obligation, (v) authorize any reserve fund or other funds 
for such Second Tier Obligations pursuant to section (f) of "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Issuance of First Tier Obligations" and (vi) provide for the retirement of such Second Tier 
Obligations from the Second Tier Principal/Redemption Account or otherwise, provided that the provisions with 
respect to such Second Tier Obligations shall not be in conflict with the provisions of the Master Trust Agreement. 

 
(e) Upon their authorization by order of the Commission as described above, the Second Tier 

Obligations of a Series issued under this section shall be issued in the manner hereinabove set forth or referred to, and 
shall be delivered to the purchasers thereof, but before, or concurrently with, the delivery of such Second Tier 
Obligations to such purchasers there shall have been filed with the Trustee the following:  

 
(i) a copy, certified by an official of the Commission, of the order of the Commission 
authorizing the Second Tier Obligations and directing their delivery to the purchasers;  

 
(ii) an original executed counterpart of the Supplemental Agreement; 
 
(iii) a certificate signed by a Department Representative to the effect that (1) (A) no default has 
occurred and is continuing under the Master Trust Agreement or (B) after the issuance of the 
proposed Second Tier Obligations to cure an existing default under the Master Trust Agreement, no 
default will have occurred and be continuing under the Master Trust Agreement and (2) (A) no 
default by the Commission has occurred and is continuing under the Rate Covenant or (B) after the 
issuance of the proposed Second Tier Obligations, no default by the Commission will have occurred 
and be continuing under the Rate Covenant; 
 
(iv) a certificate of a Department Representative regarding transfers from the Revenue Fund 
required under section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Flow of Funds";   

 
(v) a report or certificate of the General Engineering Consultant regarding the estimated Costs 
for any System Segment; and either: 
 
(vi) a report of the Traffic Consultant to the effect that (A) the Revenues during the preceding 
annual period ending not more than ninety (90) days prior to the date of delivery of the proposed 
Second Tier Obligations were sufficient to satisfy the requirements of the Rate Covenant (which 
report may assume that a revision of the Toll Rate Schedule that was approved and implemented 
by the Commission subsequent to the beginning of such annual period had been in effect for the 
entire annual period), and (B) the Projected Revenues for each Fiscal Year over the term of the 
proposed Second Tier Obligations is expected to produce a Projected Debt Service Coverage Ratio 
(excluding any Obligations being refunded) of at least (1) 1.30x with respect to Outstanding First 
Tier Obligations, Outstanding Second Tier Obligations and the First Tier Obligations and Second 
Tier Obligations then proposed to be issued and (2) 1.10x with respect to all Outstanding 
Obligations and the Obligations then proposed to be issued; or 
 
(vii) if the Second Tier Obligations are being incurred solely for the purposes of refunding, 
repurchasing or refinancing any outstanding Obligations, a certificate of a Department 
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Representative certifying the Average Annual Debt Service on all First Tier Obligations and 
Second Tier Obligations, respectively, prior to the issuance of the proposed Second Tier 
Obligations is greater than the Average Annual Debt Service on all First Tier Obligations and 
Second Tier Obligations, respectively, after the issuance of such proposed Second Tier 
Obligations. 
 

(f)  The Commission may establish a reserve account, a Capitalized Interest Account and/or any other 
fund or funds pursuant to the provisions of the applicable Supplemental Agreement for the purpose of paying or 
securing a particular Series of Second Tier Obligations, any specific group or Series of Second Tier Obligations or, 
for a Capitalized Interest Account, any specific group of Second Tier Obligations authorized by the same particular 
Supplemental Agreement.   Any reserve account shall be segregated into a separate subaccount and separately 
identified within the Second Tier Reserve Account. Any reserve account or other fund so established shall be held 
solely for the benefit of the Owners of the particular Series or group of Series of Second Tier Obligations for which 
such subaccount or fund was established.  Each such reserve account shall be designated in such manner as is necessary 
to identify the Second Tier Obligations it secures and to distinguish such subaccount from any other accounts or 
subaccounts within the Second Tier Reserve Account created for the benefit of any other Second Tier Obligations.  
Any Capitalized Interest Account shall be segregated into a separate subaccount and separately identified within the 
Second Tier Interest Account or the Construction Fund, as directed by the Department Representative. Any such 
Capitalized Interest Account so established shall be held for the benefit of the Owners of the particular Series, group 
of Series of Second Tier Obligations or group of Obligations authorized by the same particular Supplemental 
Agreement, for which such account was established, as the case may be.  Each such Capitalized Interest Account shall 
be designated in such manner as is necessary to identify the Second Tier Obligations it secures and to distinguish such 
subaccount from any other subaccounts within (i) the Second Tier Interest Account created for the benefit of any other 
Second Tier Obligations or (ii) the Construction Fund. Any other fund created hereby shall be designated in such 
manner as is necessary to identify the Second Tier Obligations it secures and to distinguish such subaccount from any 
other funds, account or subaccounts created for the benefit of any other Second Tier Obligations.  Prior to establishing 
any reserve account, Capitalized Interest Account or other fund hereby, a Department Representative shall deliver a 
certificate to the Trustee to the effect that the establishment and operation of such account or fund will not have a 
material adverse effect on the ability of the Commission to comply with its covenants in the Master Trust Agreement 
or in the Supplemental Agreements authorizing the issuance of the Outstanding Second Tier Obligations.  

 
(g)  Immediately after the delivery of any Second Tier Obligations issued under this section, the 

Commission shall deposit the proceeds thereof, if any, (including accrued interest, if any, collected at the time of the 
delivery of such Second Tier Obligations) with the Trustee, which shall in turn deposit the proceeds as directed by a 
Department Representative in accordance with the purposes for which such Second Tier Obligations were issued.  

 
(h) Notwithstanding anything to the contrary contained in this section, the Commission may enter into 

Second Tier Credit Agreements constituting Qualified Credit Agreements in connection with Second Tier Obligations 
and the Second Tier Payment Obligations as specified thereunder may be secured by and made payable from a lien 
on and pledge of the Revenues on a parity with the Outstanding Second Tier Obligations.  In addition, the Trustee 
shall withdraw from the Revenue Fund for deposit into the Second Tier Debt Service Fund such amounts as are 
necessary for the Commission to pay such Second Tier Payment Obligations in accordance with "SUMMARY OF 
MASTER TRUST AGREEMENT PROVISIONS – Application and Pledge of Moneys in Debt Service Funds." 

 
(i) To finance the costs of completion of the Initial Segment or any additional System Segments, as 

applicable, the Commission may, without complying with the provisions of sections (e)(v) and (vi) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Second Tier Obligations," issue Second Tier 
Obligations in a Principal amount, together with any First Tier Obligations and Subordinate Tier Obligations issued 
pursuant to sections (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier 
Obligations" and (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Subordinate 
Tier Obligations," respectively, not in excess of ten percent (10%) of the Principal amount of the Obligations issued 
to finance the Initial Segment or any additional System Segments, as applicable, if prior to the issuance thereof there 
is delivered to the Trustee a certificate of the General Engineering Consultant stating:  (i) that at the time the 
Obligations were issued, the Commission had reason to believe that the proceeds of such Obligations, together with 
any other moneys then expected to be available, would provide sufficient moneys for the completion of the Initial 
Segment or any additional System Segments, as applicable, (ii) the amount estimated to be needed to so complete the 
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Initial Segment or any additional System Segments, as applicable, and (iii) that the proceeds of all such Completion 
Obligations to be applied to the completion of the Initial Segment or any additional System Segments, as applicable, 
together with a reasonable estimate by a Department Representative of (1) investment income to be earned on the 
proceeds of all such Completion Obligations and available to pay such costs, (2) the amount of moneys, if any, 
committed to such completion from available cash or marketable securities and reasonably estimated earnings thereon, 
(3) enumerated bank loans (including letters or lines of credit), and (4) any other moneys reasonably expected to be 
available, will be in an amount not less than the estimated amount needed to complete the Initial Segment or any 
additional System Segments, as applicable, set forth in such certificate of the General Engineering Consultant.  The 
Principal amount of the Completion Obligations permitted in this section (i) may include the amount required to (i) 
provide completed and equipped facilities of substantially the same type and scope contemplated at the time any such  
Obligations were originally issued, (ii) provide for capitalized interest during the period of construction, (iii) provide 
the required deposit, if any, in any reserve fund or reserve account permitted by section (d) and (f) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Second Tier Obligations" and (iv) pay the costs 
and expenses of issuing such Second Tier Obligations being issued as Completion Obligations. 

 
Issuance of Subordinate Tier Obligations 
 

(a) This section shall not be applicable to the issuance of any Subordinate Tier Obligations which 
constitute all or a portion of the Initial Obligations. 

 
(b) To the extent and in the manner provided in this section, the Commission reserves and shall have 

the right and power to issue or incur, at one time or from time to time, Subordinate Tier Obligations, including 
Subordinate Tier Credit Agreements, which Subordinate Tier Obligations, when issued or incurred, shall be secured 
by and payable from a lien on and pledge of the Revenues subordinate to any First Tier Obligations and any Second 
Tier Obligations.  Each Series of Subordinate Tier Obligations shall be created pursuant to a Supplemental Agreement 
and shall identify the level of subordination and the priority of payment to which such series is entitled relative to any 
other Series of Subordinate Tier Obligations, provided, however, that in no event shall the priority of payment be 
above that of any First Tier Obligations or any Second Tier Obligations.   Subject to the foregoing sentence, 
Subordinate Tier Obligations shall be in all respects of equal dignity and on parity with any then Outstanding 
Subordinate Tier Obligations. 

 
(c) Subordinate Tier Obligations may be issued for any purpose then authorized by law, including the 

refunding of Obligations or other debt and/or the interest thereon, at any time authorized.  Such Subordinate Tier 
Obligations shall be dated, bear interest (either fixed, variable, or a combination thereof), mature, and shall or may be 
subject to mandatory or optional redemption prior to maturity with moneys from the Subordinate Tier Debt Service 
Fund, shall be payable from such source or sources, further secured by any reserve fund or other funds, if any, and 
shall be executed, sold, and delivered, all as provided in the order, the Supplemental Agreement and any applicable 
Award Certificate authorizing the issuance of such Subordinate Tier Obligations, provided that the provisions of such 
Subordinate Tier Obligations shall not be in conflict with the provisions of the Master Trust Agreement and the priority 
of payment of such Obligations shall be established as set forth above.  Such Subordinate Tier Obligations shall be 
issued, executed, and delivered in the form and manner as prescribed in the order and the Supplemental Agreement 
and any applicable Award Certificate authorizing same, and such Subordinate Tier Obligations shall be secured and 
payable as in the Master Trust Agreement and the order provided. 

 
(d) Subordinate Tier Obligations shall be issued and delivered only after adoption by the Commission 

of an order and the execution and delivery by the Commission and the Trustee of a Supplemental Agreement which 
shall (i) authorize the Obligations as Subordinate Tier Obligations and direct their delivery, (ii) describe in brief and 
general terms the purpose or purposes for which such Subordinate Tier Obligations are to be issued, (iii) specify or 
provide for the title and other provisions of such Subordinate Tier Obligations in accordance with paragraph (b) of 
this section, including the level of subordination and priority of payment therefor, (iv) set forth or provide for the 
approval of the form of the Subordinate Tier Obligation, (v) authorize any reserve fund or other funds for such 
Subordinate Tier Obligations pursuant to section (f) of "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Issuance of Subordinate Tier Obligations" and (vi) provide for the retirement of such Subordinate 
Tier Obligations from the Subordinate Tier Principal/Redemption Account or otherwise, provided that the provisions 
with respect to such Subordinate Tier Obligations shall not be in conflict with the provisions of the Master Trust 
Agreement. 
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(e) Upon their authorization by order of the Commission as described above, the Subordinate Tier 

Obligations of a Series issued under this section shall be issued in the manner hereinabove set forth or referred to, and 
shall be delivered to the purchasers thereof, but before, or concurrently with, the delivery of such Subordinate Tier 
Obligations to such purchasers there shall have been filed with the Trustee the following:  

 
(i) a copy, certified by an official of the Commission, of the order of the Commission 
authorizing the Subordinate Tier Obligations and directing their delivery to the purchasers;  

 
(ii) an original executed counterpart of the Supplemental Agreement; 
 
(iii) a certificate signed by a Department Representative to the effect that (1) (A) no default has 
occurred and is continuing under the Master Trust Agreement or (B) after the issuance of the 
proposed Subordinate Tier Obligations to cure an existing default under the Master Trust 
Agreement, no default will have occurred and be continuing under the Master Trust Agreement and 
(2) (A) no default by the Commission has occurred and is continuing under the Rate Covenant or 
(B) after the issuance of the proposed Subordinate Tier Obligations, no default by the Commission 
will have occurred and be continuing under the Rate Covenant; 
 
(iv) a certificate of a Department Representative regarding transfers from the Revenue Fund 
required under section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Flow of Funds";  

 
(v) a report or certificate of the General Engineering Consultant regarding the estimated Costs 
of any System Segment; and either: 
 
(vi) a report of the Traffic Consultant to the effect that (A) the Revenues during the preceding 
annual period ending not more than ninety (90) days prior to the date of delivery of the proposed 
Subordinate Tier Obligations were sufficient to satisfy the requirements of the Rate Covenant 
(which report may assume that a revision of the Toll Rate Schedule that was approved and 
implemented by the Commission subsequent to the beginning of such annual period had been in 
effect for the entire annual period), and (B) the Projected Revenues for each Fiscal Year over the 
term of the proposed Subordinate Tier Obligations is expected to produce a Projected Debt Service 
Coverage Ratio (excluding any Obligations being refunded) of at least 1.10x with respect to all 
Outstanding Obligations and the Obligations then proposed to be issued; or 
 
(vii) if the Subordinate Tier Obligations are being incurred solely for the purposes of 
refunding, repurchasing or refinancing any Outstanding Obligations, a certificate of a Department 
Representative certifying the Average Annual Debt Service on all First Tier Obligations, Second 
Tier Obligations and Subordinate Tier Obligations, respectively,  prior to the issuance of the 
proposed Subordinate Tier Obligations is greater than the Average Annual Debt Service on all 
First Tier Obligations, Second Tier Obligations and Subordinate Tier Obligations, respectively, 
after the issuance of such proposed Subordinate Tier Obligations. 
 

(f)  The Commission may establish a reserve account, a Capitalized Interest Account and/or any other 
fund or funds pursuant to the provisions of the applicable Supplemental Agreement for the purpose of paying or 
securing a particular Series of Subordinate Tier Obligations, any specific group or Series of Subordinate Tier 
Obligations or, for a Capitalized Interest Account, any specific group of Subordinate Tier Obligations authorized by 
the same particular Supplemental Agreement.   Any reserve account shall be segregated into a separate subaccount 
and separately identified within the Subordinate Tier Reserve Account. Any reserve account or other fund so 
established shall be held solely for the benefit of the Owners of the particular Series or group of Series of Subordinate 
Tier Obligations for which such subaccount or fund was established.  Each such reserve account shall be designated 
in such manner as is necessary to identify the Subordinate Tier Obligations it secures and to distinguish such 
subaccount from any other accounts or subaccounts within the Subordinate Tier Reserve Account created for the 
benefit of any other Subordinate Tier Obligations.  Any Capitalized Interest Account shall be segregated into a separate 
subaccount and separately identified within the Subordinate Tier Interest Account or the Construction Fund, as 
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directed by the Department Representative. Any such Capitalized Interest Account so established shall be held for the 
benefit of the Owners of the particular Series, or group of Series of Subordinate Tier Obligations or group of 
Obligations authorized by the same particular Supplemental Agreement, for which such account was established, as 
the case may be.  Each such Capitalized Interest Account shall be designated in such manner as is necessary to identify 
the Subordinate Tier Obligations it secures and to distinguish such subaccount from any other subaccounts within (i) 
the Subordinate Tier Interest Account created for the benefit of any other Subordinate Tier Obligations or (ii) the 
Construction Fund. Any other fund created hereby shall be designated in such manner as is necessary to identify the 
Subordinate Tier Obligations it secures and to distinguish such subaccount from any other funds, account or 
subaccounts created for the benefit of any other Subordinate Tier Obligations.  Prior to establishing any reserve 
account, Capitalized Interest Account or other fund hereby, a Department Representative shall deliver a certificate to 
the Trustee to the effect that the establishment and operation of such account or fund will not have a material adverse 
effect on the ability of the Commission to comply with its covenants in the Master Trust Agreement or in the 
Supplemental Agreements authorizing the issuance of the Outstanding Subordinate Tier Obligations. 

 
(g)  Immediately after the delivery of any Subordinate Tier Obligations issued under this section, the 

Commission shall deposit the proceeds thereof, if any, (including accrued interest, if any, collected at the time of the 
delivery of such Subordinate Tier Obligations) with the Trustee, which shall in turn deposit the proceeds as directed 
by a Department Representative in accordance with the purposes for which such Subordinate Tier Obligations were 
issued.  

 
(h) Notwithstanding anything to the contrary contained in this section, the Commission may enter into 

Subordinate Tier Credit Agreements constituting Qualified Credit Agreements in connection with Subordinate Tier 
Obligations and the Subordinate Tier Payment Obligations as specified thereunder may be secured by and made 
payable from a lien on and pledge of the Revenues, subject to section (b) of "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations," on parity with the Outstanding 
Subordinate Tier Obligations.  In addition, the Trustee shall withdraw from the Revenue Fund for deposit into the 
Subordinate Tier Debt Service Fund such amounts as are necessary for the Commission to pay such Subordinate Tier 
Payment Obligations in accordance with the Master Trust Agreement.  

 
(i) To finance the costs of completion of the Initial Segment or any additional System Segments, as 

applicable, the Commission may, without complying with the provisions of sections (e)(v) and (vi) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations," issue Subordinate 
Tier Obligations in a Principal amount, together with any First Tier Obligations and Second Tier Obligations issued 
pursuant to sections (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Initial 
Tier Obligations" and (i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Second 
Tier Obligations," respectively, not in excess of 10% of the Principal amount of the Obligations issued to finance the 
Initial Segment or any additional System Segments, as applicable, if prior to the issuance thereof there is delivered to 
the Trustee a certificate of the General Engineering Consultant stating:  (i) that at the time the Obligations were issued, 
the Commission had reason to believe that the proceeds of such Obligations, together with any other moneys then 
expected to be available, would provide sufficient moneys for the completion of the Initial Segment or any additional 
System Segments, as applicable, (ii) the amount estimated to be needed to so complete the Initial Segment or any 
additional System Segments, as applicable, and (iii) that the proceeds of all such Completion Obligations to be applied 
to the completion of the Initial Segment or any additional System Segments, as applicable, together with a reasonable 
estimate by a Department Representative of (1) investment income to be earned on the proceeds of all such Completion 
Obligations and available to pay such costs, (2) the amount of moneys, if any, committed to such completion from 
available cash or marketable securities and reasonably estimated earnings thereon, (3) enumerated bank loans 
(including letters or lines of credit), and (4) any other moneys reasonably expected to be available, will be in an amount 
not less than the estimated amount needed to complete the Initial Segment or any additional System Segments, as 
applicable, set forth in such certificate of the General Engineering Consultant.  The Principal amount of the 
Completion Obligations permitted in this section (i) may include the amount required to (i) provide completed and 
equipped facilities of substantially the same type and scope contemplated at the time any such Obligations were 
originally issued, (ii) provide for capitalized interest during the period of construction, (iii) provide the required 
deposit, if any, in any reserve fund or reserve account permitted by section (d) and (f) of "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations" and (iv) pay the costs and 
expenses of issuing such Subordinate Tier Obligations being issued as Completion Obligations. 
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Annual Budget 
 
In the event that a particular Annual Budget is amended or supplemented in connection with the issuance of Additional 
Obligations pursuant to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier 
Obligations," "–Issuance of Second Tier Obligations" and "–Issuance of Subordinate Tier Obligations," such amended 
and supplemented Annual Budget shall replace and be substituted for the superseded Annual Budget.  In the event 
that a new discrete Annual Budget established in connection with the issuance of Additional Obligations pursuant to 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of First Tier Obligations," "–Issuance 
of Second Tier Obligations" and "–Issuance of Subordinate Tier Obligations," such new discrete Annual Budget shall 
be added to the existing Annual Budget. 
 
Construction Fund 
 
A special fund is hereby created and designated as the System "Construction Fund," and established initially with the 
Trustee, and into which (i) any amounts as determined by a Department Representative, and (ii) any designated portion 
of the purchase price of the Initial Obligations or any Obligations issued under "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Issuance of First Tier Obligations," "–Issuance of Second Tier Obligations" and "–
Issuance of Subordinate Tier Obligations" shall be deposited.  There also may be deposited to the credit of the 
Construction Fund or any subaccount therein any moneys received from any other source for paying Costs of a System 
Segment or for any other purpose authorized by law.  A Supplemental Agreement, or a written direction of a 
Department Representative, may direct the Trustee to create accounts or subaccounts within the Construction Fund 
for particular sources of funds deposited into the Construction Fund.  
 
Subject to the other provisions of the Master Trust Agreement, the moneys credited to the Construction Fund 
(including all obligations held as investments thereof and the proceeds of such investments) shall be applied to the 
payment of (i) the Costs of any System Segments or other improvements, extensions, enlargements, or additions to 
the System or the Initial Segment, (ii) the interest on Obligations to the extent such money is credited to a Capitalized 
Interest Account within the Construction Fund or (iii) the cost of other purposes then authorized by law; and, pending 
such application, shall be subject to a lien and charge in favor of the Owners of all Obligations then Outstanding and 
for the further security of such Owners until paid out or transferred as herein provided.  Any liquidated damages for 
delayed completion under a construction contract relating to the acquisition or construction of the Initial Segment or 
a System Segment shall be deposited initially into the Construction Fund to be used for the Costs of related System 
Segment, Costs of the acquisition or construction of any other System Segment, and, if there are no such Costs, such 
amounts shall be transferred to the Debt Service Funds as directed by a Department Representative in writing to the 
Trustee. 
 
Notwithstanding anything in the Master Trust Agreement to the contrary, the Commission may contribute any amounts 
to the Construction Fund from any source other than proceeds of Obligations provided any such funds shall be 
maintained in a separate subaccount of the Construction Fund and shall not be comingled with proceeds of any 
Obligations.  Any such amounts contributed to the Construction Fund (and investment earnings thereon) by the 
Commission may be transferred out of the Construction Fund and no longer subject to the provisions of the Master 
Trust Agreement upon written direction of a Department Representative to the Trustee. 
 
Quarterly Progress Reports During Construction  

 
The Commission covenants that by the last day of the second month after each fiscal quarter, commencing with the 
first full fiscal quarter after delivery of the Initial Obligations or Obligations financing an additional System Segment, 
as the case may be, it will cause the General Engineering Consultant to prepare a progress report, in connection with 
the acquisition or construction of such System Segment, including their then current estimates of:  

 
(i) the date on which such System Segment will be opened for traffic, unless such System 
Segment shall have been opened for traffic prior to the date of such report,  

 
(ii) the Estimated Date of Completion and an estimated date of Substantial Completion of such 
System Segment,  
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(iii) the cost of such System Segment, but excluding any Obligation discount, and the interest 
during construction and for one year after completion of construction, 
 
(iv) the amount of funds required each six (6) months during the remaining estimated period of 
construction to meet the above described cost of such System Segment exclusive of funds provided 
for construction contingencies, and accompanied by a progress schedule for such construction, and 
further including, as to construction, comparisons between the actual times elapsed and the actual 
costs, and the original estimates of such times and costs, and  
 
(v) a general description of the construction progress and estimated completion date of 
Segment 2. 

 
Copies of such progress reports shall be filed with the Trustee and the Commission.  A Department Representative 
shall file such progress reports with the Municipal Securities Rulemaking Board, through its Electronic Municipal 
Markets Access System, within thirty (30) days of the Commission's receipt of such reports. 

 
A Department Representative shall deliver to the Trustee a report or certificate certifying when Substantial Completion 
of the Initial Segment, or any additional System Segment, has occurred.  In certifying Substantial Completion of the 
Initial Segment and any additional System Segment, such Department Representative shall base such certification 
upon his or her review of the quarterly progress reports for such Initial Segment or additional System Segment 
prepared by the General Engineering Consultant and upon consultation with the Traffic Consultant.  After a 
Department Representative has delivered a report or certificate certifying Substantial Completion of the Initial 
Segment or any additional System Segment, as the case may be, to the Trustee, no further progress reports under this 
section shall be required to be prepared with respect to such Initial Segment or an additional System Segment. 
 
Alternate Provisions for Construction Fund 
 
Notwithstanding any other provisions of the Master Trust Agreement, if Additional Obligations are issued, the 
Commission may, in a Supplemental Agreement or other written directive of a Department Representative, provide 
that the Construction Fund shall be held, used, and drawn on for such purposes, in such manner, and under such 
circumstances as shall be directed and prescribed in such Supplemental Agreement or directive, and all provisions of 
the Master Trust Agreement with respect to the Construction Fund shall be altered, modified, or abrogated accordingly.  
A Supplemental Agreement or directive may direct the Trustee to create accounts or subaccounts within the 
Construction Fund for particular sources of funds deposited into the Construction Fund. 
 
Establishment of Rates  
 
(a)  The Commission covenants that it will (i) adopt and maintain in effect a Toll Rate Schedule for the System, in 
substantial conformity with the recommendation of the Traffic Consultant and in conformity with the toll rate policy 
of the Commission, including toll escalation, and (ii) establish charges for other uses of the property constituting a 
part of the System, such as property leases, designed, collectively, to produce Revenues in each Fiscal Year in an 
amount at least equal to the sum of (i) and (ii) below as follows: 
 

(i) the amounts required to be deposited in the Rate Stabilization Fund, and any other fund established 
by a Supplemental Agreement to be funded by Revenues: 
 

(ii) the greater of (a), (b) or (c) as follows: 
 

(a) one hundred forty percent (140%) of the Debt Service Requirements on all Outstanding 
First Tier Obligations; or 
 

(b) one hundred ten percent (110%) of the Debt Service Requirements on all Outstanding First 
Tier Obligations and all Outstanding Second Tier Obligations; or 
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(c) one hundred percent (100%) of the Debt Service Requirements on all Outstanding 
Obligations. 

 
In the process of developing and adopting the Toll Rate Schedule for a period or portion of a period that 

constitutes a Construction and Ramp-Up Period, the Traffic Consultant and the Commission shall assume that 
Revenues for such period include the amounts forecasted to be on deposit in the Rate Stabilization Fund and the 
General Reserve Fund as reflected in the Annual Budget for such period. In making the calculations in (a), (b) and (c) 
above, the Commission may take into account any amounts reasonably expected to be received in the Fiscal Year 
from or as a result of any Additional Obligation Security the Commission has pledged for the benefit of all Obligations 
or the Obligations of any Tier or Series, but, if the pledge is not for the benefit of all Obligations, the amounts 
reasonably expected to be received may only be taken into account when making the calculation for the affected 
Obligations. The foregoing covenant is referred to herein as the "Rate Covenant."  Notwithstanding anything herein 
to the contrary, in the event the Toll Rate Schedule set in accordance with the toll rate escalation policy of the 
Commission does not produce Revenues sufficient to satisfy the Rate Covenant, the Commission shall establish a Toll 
Rate Schedule sufficient to comply with the Rate Covenant. 

 
Prior to adopting any change in the Toll Rate Schedule, the Commission shall obtain and file with the Trustee 

a certificate by the Traffic Consultant stating either:  
 
(A) in their opinion, that if such proposed Toll Rate Schedule had been in effect during the preceding 

annual period, and taking into effect the Revenues anticipated to have been received in such annual period, as 
evidenced by a certificate of a Department Representative, it would not have caused a decrease in the Revenues for 
said preceding annual period; or 

 
(B) in their opinion, that the adoption of such proposed Toll Rate Schedule will  not materially 

adversely affect the ability of the Commission to comply with its Rate Covenant in this section. 
 

Any such certificate by the Traffic Consultant shall be based on the opinion of the Traffic Consultant as to Revenues 
to be derived by the Commission from the ownership and operation of the System (which Revenues shall be deemed 
to include all investment income previously described herein as constituting Revenues, as estimated by the Department 
Representative). 

 
(b) The failure of the System in any Fiscal Year to produce Revenues in the amounts contemplated by 

the Rate Covenant, which failure may continue during the succeeding Fiscal Year, shall not constitute an Event of 
Default under the Master Trust Agreement if (i) no Event of Default has occurred under sections (a) or (b) of 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Events of Default" as a result of such failure, 
(ii) the Commission, promptly after determining that the requirements of the Rate Covenant were not met, requests 
that the Traffic Consultant make written recommendations as to appropriate revisions to the Toll Rate Schedule 
necessary or appropriate to meet the requirements of the Rate Covenant and furnishes the Trustee with a copy of 
such request and (iii) the Commission complies with the recommendation of the Traffic Consultant with respect to 
the revised Toll Rate Schedule. In addition to any other remedies the Trustee may have under the Master Trust 
Agreement, if the Commission does not comply with the recommendations of the Traffic Consultant with respect to 
the revised Toll Rate Schedule, the Trustee may, and upon the request of the Owners of not less than twenty-five 
percent (25%) in aggregate Principal amount of all the Obligations then Outstanding and upon being indemnified to 
its satisfaction shall, institute and prosecute in a court of competent jurisdiction in Travis County, Texas any 
appropriate action to compel the Commission to revise the Toll Rate Schedule. The Commission covenants that it 
will adopt and charge the Toll Rate Schedule in compliance with any final order or decree entered in any such 
proceeding. 

 
In the event that the Traffic Consultant shall fail to file with the Commission such recommendations in 

writing within sixty (60) days after its retention by the Commission, the Trustee may designate and appoint a different 
Traffic Consultant at the expense of the Commission to make recommendations as to an adjustment of the Toll Rate 
Schedule, which recommendations shall be reported in writing to the Commission and to the Trustee within sixty (60) 
days after such retention. Such written report shall for all purposes be considered to be the equivalent of and substitute 
for the recommendations of the Traffic Consultant retained by the Commission. 
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In preparing its recommendations, the Traffic Consultant may rely upon written estimates of Revenues prepared by 
the other consultants of the Commission. Copies of such written estimates signed by such consultants shall be attached 
to such recommendations. The Commission covenants that promptly after receipt of such recommendations and the 
adoption of any Toll Rate Schedule, certified copies thereof will be filed with the Trustee within thirty (30) days of 
adoption. 
 
Revenue Fund 
 
A special fund held by the Trustee is hereby created and designated "Revenue Fund."  The Commission covenants 
that all Revenues (excepting investment income from such funds and accounts that constitute a portion of the 
Revenues, other than the Revenue Fund, which shall be retained in such funds and accounts except as otherwise 
required to be transferred as provided herein) will be collected by the Commission and deposited daily, as far as 
practicable and within the control of the Commission, with the Trustee for the credit of the Revenue Fund.  It shall be 
the duty of the Trustee to provide the Commission the ability to verify the amount of each such daily deposit separately. 
 
To the extent authorized by law and subject to the Rate Covenant, the Commission or TxDOT may enter into an 
agreement with any other authority or other similar legal body operating a toll road whether or not connected to the 
System and not otherwise subject to the Master Custodial Agreement, for the collection and application of Tolls 
charged for trips over all or a portion of one or more toll roads, which, on the basis of the revenues to be received by 
any such agreement, will result in the receipt by the Commission of the allocable portion of such Tolls relating to the 
System (less fees and expenses associated with such arrangement).  Amounts relating to the System which constitute 
Revenues received by the Commission from such other authority or other similar legal body or pursuant to the Master 
Custodial Agreement, in accordance with such agreement, shall be deposited when received with the Trustee for credit 
to the Revenue Fund. 
 
Duties of General Engineering Consultant 
 
The Commission covenants that it will cause the General Engineering Consultant employed by it under the provisions 
of section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Employment of General 
Engineering Consultant and Traffic Consultant" to make an inspection of the System, which inspection must occur at 
least three (3) months prior to the end of each Fiscal Year.  The General Engineering Consultant shall submit to the 
Commission a report regarding the results of such inspection prior to the end of such Fiscal Year setting forth (a) their 
findings whether the System has been maintained in good repair, working order and condition and (b) their advice and 
recommendations, as requested by the Department, as to the proper maintenance, repair, and operation of the System 
during the ensuing Fiscal Year(s).  The General Engineering Consultant shall review and comment on a preliminary 
draft of the Annual Budget prior to adoption of the Annual Budget by the Commission.  Copies of such inspection 
reports shall be filed with the Trustee by the end of the Fiscal Year. 

 
Annual Budget 
 
The Commission covenants that on or before the end of each Fiscal Year (or such other date as is consistent with the 
Commission's policies then in effect) it will adopt an Annual Budget for the System. The Annual Budget will include 
Revenues, Operating and Maintenance Expenses, Major Maintenance Expenditures, capital expenditures and 
payments into the Debt Service Funds, the Reserve Funds and the Rate Stabilization Fund for the then beginning 
Fiscal Year.  The Commission further covenants that it will include in the Annual Budget for the System detail of the 
Commission's planned Major Maintenance Expenditures and capital expenditures for an additional four (4) Fiscal 
Years beyond the then beginning Fiscal Year (for a total of five (5) Fiscal Years) and the portion of capital 
expenditures expected to be funded from the Major Maintenance Account.  Copies of the Annual Budget shall be filed 
with the Trustee and mailed to the General Engineering Consultant within thirty (30) days of adoption. As no payment 
from Revenues for debt service will occur prior to July 2022 and notwithstanding the preceding sentence in this 
section, the Commission shall only be required to adopt its first Annual Budget by September 1, 2022 which budget 
shall include the period from the initial delivery date of the Initial Obligations through Fiscal Year 2023.  

 
If for any reason the Commission shall not have adopted the Annual Budget before the first day of any Fiscal Year, 
the Annual Budget for the preceding Fiscal Year, shall, until the adoption of the Annual Budget, be deemed to be in 
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force and shall be treated as the Annual Budget under the provisions of the article of the Master Trust Agreement 
concerning tolls, revenues and funds. 

 
The Commission may at any time adopt an amended or supplemental Annual Budget for the remainder of the then 
current Fiscal Year, and when so adopted the Annual Budget as so amended or supplemented shall be treated as the 
Annual Budget under the provisions of the Master Trust Agreement.  Copies of any such amended or supplemental 
Annual Budget shall be filed with the Trustee and mailed to the General Engineering Consultant within two (2) months 
after adoption.   

 
In recognition that Revenues are not expected to be sufficient to pay all Operating and Maintenance Expenses for a 
number of years and that the Commission has covenanted in "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Operating and Maintenance Account" to pay the Operating and Maintenance Expenses to the extent 
Revenues are not sufficient for such purpose, but solely  from lawfully available funds, the Commission covenants to 
include in its general budget for such Fiscal Year one hundred and ten percent (110%) of the difference between the 
Projected Operating and Maintenance Expenses and the Projected Operating and Maintenance Expense Capacity 
during the period of such Revenue insufficiency. 

 
If the estimate of Revenues and Commission payments for Operating and Maintenance Expenses in the then beginning 
Fiscal Year (as provided in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Operating and 
Maintenance Account"), as reflected in the Annual Budget, shows that such amounts are expected to be insufficient 
to pay all Operating and Maintenance Expenses, the Commission shall take the actions required by section (b) of 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates" as though a projected 
shortfall in Revenues has been experienced so that Revenues can be increased to an amount sufficient to provide for 
the payment of Operating and Maintenance Expenses. The Commission will not be required to follow the procedures 
of section (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates" if the 
Commission includes in an amended general budget for the Commission for such Fiscal Year an amount sufficient to 
pay the Operating and Maintenance Expenses. 
 
The Annual Budget for each Fiscal Year shall also include the expected beginning balance in the Major Maintenance 
Account, the amounts to be transferred by the Trustee to the Major Maintenance Account from the General Reserve 
Fund, if any, the amount of proceeds of Obligations expected to become available during the Fiscal Year, the amounts 
expected to be transferred monthly by the Commission to the Major Maintenance Account, and the desired year-end 
balance in the Major Maintenance Account. Prior to adopting the Annual Budget, the Commission shall provide a 
draft of the Annual Budget to the General Engineering Consultant sufficiently in advance of the Commission's 
adoption of the Annual Budget in order for the General Engineering Consultant to provide comments before the date 
of such adoption. 
 
Creation of Rebate Fund; Debt Service Funds; Operating and Maintenance Account; Major Maintenance 
Account; Rate Stabilization Fund; and General Reserve Fund   
 

(a)   A special fund held by the Trustee is hereby created and designated the "Rebate Fund."  
 
(b) A special fund held by the Trustee is hereby created and designated the "First Tier Debt Service 

Fund." There are hereby created three separate accounts in the First Tier Debt Service Fund designated the "First Tier 
Interest Account," "First Tier Principal/Redemption Account" and "First Tier Reserve Account," respectively.  There 
may be created pursuant to a Supplemental Agreement, or as directed in writing by a Department Representative, 
subaccounts within the First Tier Interest Account, First Tier Principal/Redemption Account and the First Tier Reserve 
Account necessary or convenient to the payment of Principal of or interest on a series of First Tier Obligations and 
the creation and method of funding a reserve fund or reserve account for a series of First Tier Obligations. 

 
(c) A special fund held by the Trustee is hereby created and designated the "Second Tier Debt Service 

Fund."  There are hereby created three separate accounts in the Second Tier Debt Service Fund, designated the "Second 
Tier Interest Account," "Second Tier Principal/Redemption Account" and "Second Tier Reserve Account," 
respectively.  There may be created pursuant to a Supplemental Agreement, or as directed in writing by a Department 
Representative, subaccounts within the Second Tier Interest Account, Second Tier Principal/Redemption Account and 
the Second Tier Reserve Account necessary or convenient to the payment of Principal of or interest on a series of 
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Second Tier Obligations and the creation and method of funding a reserve fund or reserve account for a series of 
Second Tier Obligations.   

 
(d) A special fund held by the Trustee is hereby created and designated the "Subordinate Tier Debt 

Service Fund."  There are hereby created three separate accounts in the Subordinate Tier Debt Service Fund, 
designated the "Subordinate Tier Interest Account," "Subordinate Tier Principal/Redemption Account" and 
"Subordinate Tier Reserve Account," respectively.  There may be created pursuant to a Supplemental Agreement, or 
as directed in writing by a Department Representative, subaccounts within the Subordinate Tier Interest Account, the 
Subordinate Tier Principal/Redemption Account and the Subordinate Tier Reserve Account necessary or convenient 
to the payment of Principal of or interest on a series of Subordinate Tier Obligations, priorities of such payment among 
series of Subordinate Tier Obligations and the creation and method of funding a reserve fund or reserve account for a 
series of Subordinate Tier Obligations. 

 
(e) A special account designated the "Operating and Maintenance Account" is hereby created, subject 

to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Operating and Maintenance Account."   
 
(f) A special account designated the "Major Maintenance Account" is hereby created, subject to 

"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Major Maintenance Account." 
 
(g) A special fund held by the Trustee is hereby created and designated the "Rate Stabilization Fund." 
 
(h) A special fund held by the Trustee is hereby created and designated the "General Reserve Fund." 
  

Flow of Funds 
 

(a)   The Commission covenants that all Revenues (excepting investment income as provided in 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Revenue Fund") will be deposited daily, as far 
as practical, with the Trustee or in the name of the Trustee with a Depositary or Depositaries to the credit of the 
Revenue Fund (each such date, a "Transfer Date") in accordance with "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Revenue Fund" hereof.  On each Transfer Date, transfers from the Revenue Fund 
shall be made to the below-listed funds and accounts, in the order of priority in which the funds and accounts are listed 
below and in the amounts specified for such funds and accounts as provided herein, unless a Department 
Representative certificate is delivered to the Trustee as set forth below. 

  
(1) Rebate Fund; 
 
(2) First Tier Interest Account; 
 
(3) First Tier Principal/Redemption Account; 

 
(4) First Tier Reserve Account; 

 
(5) Second Tier Interest Account; 
 
(6) Second Tier Principal/Redemption Account; 

 
(7)  Second Tier Reserve Account; 

 
(8) Subordinate Tier Interest Account; 

 
(9) Subordinate Tier Principal/Redemption Account; 

 
(10) Subordinate Tier Reserve Account; 

 
(11) Rate Stabilization Fund; 
(12) Operating and Maintenance Account; and  
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(13) General Reserve Fund. 
 

In recognition that (i) Obligations and the interest thereon, including Payment Obligations, may come due on various 
dates, (ii) First Tier Obligations have a security interest in the Revenues senior to that securing the Second Tier 
Obligations and the Subordinate Tier Obligations, (iii) Second Tier Obligations have a security interest in the 
Revenues senior to that securing the Subordinate Tier Obligations, (iv) Second Tier Obligations, or interest thereon, 
may become due and payable on a date or dates in a Fiscal Year prior to the date a First Tier Obligation, or the interest 
thereon, is due, (v) Subordinate Tier Obligations, or interest thereon, may become due and payable on a date or dates 
in a Fiscal Year prior to the date a First Tier Obligation or a Second Tier Obligation, or the interest thereon, is due and 
(vi) a series of Subordinate Tier Obligations may have a priority of payment different than another series of 
Subordinate Tier Obligations, as may be provided in the applicable Supplemental Agreements, the Commission 
covenants that no transfer from the Revenue Fund to any fund or account, other than the First Tier Debt Service Fund, 
will be made in any Fiscal Year unless, in the opinion of a Department Representative (based on the Annual Budget 
for such Fiscal Year) set forth in a certificate of a Department Representative delivered to the Trustee on or before the 
first Business Day of such Fiscal Year and updated on the date of delivery of any Additional Obligations issued during 
such year, such transfers during such Fiscal Year are not anticipated to result in the inability of the Commission to 
make a later transfer, as required by the Master Trust Agreement, to a fund or account securing Obligations that have 
a security interest in the Revenues senior to that securing the Obligations that are secured by the fund or account into 
which the transfer is scheduled to be made.  If a Department Representative delivers the certificate contemplated in 
the foregoing sentence (and until any certificate contemplated in clause (B) of the following sentence is delivered), 
the Commission may maintain any and all Revenues in the Revenue Fund during the Fiscal Year (except for any 
required transfer to the First Tier Debt Service Fund) and transfer such amounts as necessary to the various funds and 
accounts throughout such Fiscal Year; provided, however, that the Commission shall have made all required transfers 
under this section by the last Business Day of each Fiscal Year.  If (A) a Department Representative fails to deliver 
the certificate described in the prior sentence for a Fiscal Year, or (B) at any time during a Fiscal Year the Commission 
determines that transfers from the Revenue Fund to any fund or account may result in the inability of the Commission 
to make a later transfer within the six (6) month period from the date of such determination, as required by the Master 
Trust Agreement, to a fund or account securing Obligations that have a security interest in the Revenues senior to that 
securing the Obligations that are secured by the fund or account into which the transfer is scheduled to be made, a 
Department Representative shall deliver to the Trustee a certificate to that effect, then, in either case, for such Fiscal 
Year or the remainder of such Fiscal Year (i) transfers from the Revenue Fund to any fund or account shall be made 
strictly in the priority set forth in the first paragraph of this section (a) and section (b) of "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations," (ii) such transfers from the 
Revenue Fund shall be made at least once each month on a Transfer Date, and (iii) no transfer to a fund or account 
shall be made until all funds and accounts with a higher priority have on deposit therein all amounts to be deposited 
in such fund or account for such Fiscal Year. 

 
(b)  The Commission covenants to calculate and to pay directly to the government of the United States 

all amounts due for payment of "arbitrage rebate" under Section 148(a) of the Code with respect to any Tax-Exempt 
Obligations.  Nevertheless, the Commission in the future may deposit with the Trustee or direct the Trustee to deposit 
in the Rebate Fund amounts held in any fund hereunder for any or all Series of First Tier Obligations, Second Tier 
Obligations or Subordinate Tier Obligations (which direction shall specify the procedures for collection and payment 
of amounts due in respect of arbitrage rebate) if (a) required under any amendments to Section 148(a) of the Code or 
(b) the Commission otherwise determines that the funding of the Rebate Fund is necessary or appropriate.  The Rebate 
Fund is a trust fund but the amounts therein do not constitute part of the Trust Estate.  Amounts on deposit in the 
Rebate Fund may be used solely to make payments to the United States under Section 148 of the Code and to pay 
costs related to the calculation of the amounts due.  Upon satisfaction of the Commission's covenants described above, 
any amounts remaining in the Rebate Fund shall be deposited in the Revenue Fund. 
 

(c) After first having made the deposits required by section (b) of section "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause (c), if any, and 
subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds," on the 
Transfer Date preceding each interest, Principal or redemption payment date for the First Tier Obligations or such 
other day as set forth in a Supplemental Agreement, the Trustee shall withdraw from the Revenue Fund and deposit 
to the applicable account in the First Tier Debt Service Fund (or to a fund or account created to pay or repay amounts 
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owed under a First Tier Credit Agreement entered into in connection with a series of First Tier Obligations in lieu of 
the foregoing) the amounts due on any First Tier Obligation on such payment date or other day. 

 
If at the time the Trustee is required to make a deposit into the First Tier Debt Service Fund from the Revenue Fund 
pursuant to the above paragraph, the money therein shall not be sufficient for paying amount then to be due on the 
First Tier Obligations (allocated on the basis provided in "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Pro Rata Application of Funds"), then the Trustee shall withdraw the amount of such deficiency from 
the money on deposit in the following funds or accounts and transfer the same to the First Debt Service Fund in the 
following order of priority to the extent that funds are available therein: the Revenue Fund, the General Reserve Fund, 
the Rate Stabilization Fund, and any applicable reserve subaccount in the First Tier Reserve Account. 

 
(d) After first having made the deposits required by section  (b) and (c) of section "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause (d), 
if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of 
Funds," on each Transfer Date the Trustee shall transfer from the Revenue Fund to the credit of the First Tier Reserve 
Account or subaccount therein the amount, if any, required to accumulate any applicable reserve requirement or restore 
any deficiency in such account or subaccount due to a withdrawal or change in value of Permitted Investments in 
order to make the amount on deposit therein or reimbursement to an obligor of any Reserve Surety Agreement related 
thereto, as provided in any Supplemental Agreements. 

 
(e) After first having made the deposits required by section  (b) through (d) of section "SUMMARY 

OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause 
(e), if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow 
of Funds," on the Transfer Date preceding each interest, Principal or redemption payment date for any Second Tier 
Obligations or such other day as set forth in a Supplemental Agreement, the Trustee shall withdraw from the Revenue 
Fund and deposit to the applicable account in the Second Tier Debt Service Fund (or to a fund or account created to 
pay or repay amounts owed under a Second Tier Credit Agreement entered into in connection with a series of Second 
Tier Obligations in lieu of  the foregoing) the amounts due on any Second Tier Obligation on such payment date or 
other day.   

 
If at the time the Trustee is required to make a deposit into the Second Tier Debt Service Fund from the Revenue Fund 
pursuant to the above paragraph, the money therein shall not be sufficient for paying amount then to be due on the 
Second Tier Obligations (allocated on the basis provided in "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Pro Rata Application of Funds"), then the Trustee shall withdraw the amount of such deficiency from 
the money on deposit in the following funds or accounts and transfer the same to the Second Tier Debt Service Fund 
in the following order of priority to the extent that funds are available therein:  the Revenue Fund, the General Reserve 
Fund, the Rate Stabilization Fund and any applicable reserve subaccount in the Second Tier Reserve Account. 

 
(f) After first having made the deposits required by section  (b) through (e) of section "SUMMARY 

OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause 
(f), if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of 
Funds," on each Transfer Date the Trustee shall transfer from the Revenue Fund to the credit of the Second Tier 
Reserve Account or subaccount therein the amount, if any, required to accumulate any applicable reserve requirement 
or restore any deficiency in such account or subaccount due to a withdrawal or change in value of Permitted 
Investments in order to make the amount on deposit therein or reimbursement to an obligor of any Reserve Surety 
Agreement related thereto, as provided in any Supplemental Agreements.  

 
(g) After first having made the deposits required by section  (b) through (f) of "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause (g), 
if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of 
Funds," on the Transfer Date preceding each interest, Principal or redemption payment date for any Subordinate Tier 
Obligations or such other day as set forth in a Supplemental Agreement and subject to section (b) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations," the Trustee shall 
withdraw from the Revenue Fund and deposit to the applicable account in the Subordinate Tier Debt Service Fund (or 
to a fund or account created to pay or repay amounts owed under a Subordinate Tier Credit Agreement entered into in 
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connection with a series of Subordinate Tier Obligations in lieu of the foregoing) the amounts due on any Subordinate 
Tier Obligation on such payment date or other day. 

 
Subject to section (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of 
Subordinate Tier Obligations," if at the time the Trustee is required to make a deposit into the Subordinate Tier Debt 
Service Fund from the Revenue Fund pursuant to the above paragraph, the money therein shall not be sufficient for 
paying amount then to be due on the Subordinate Tier Obligations (allocated on the basis provided in "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Pro Rata Application of Funds"), then the Trustee shall 
withdraw the amount of such deficiency from the money on deposit in the following funds or accounts and transfer 
the same to the Subordinate Tier Debt Service Fund in the following order of priority to the extent that funds are 
available therein:  the Revenue Fund, the General Reserve Fund, the Rate Stabilization Fund, any applicable reserve 
subaccount in the Subordinate Tier Reserve Account. 

 
(h) In each Fiscal Year, after first having made the deposits required by section  (b) through (g) of 

"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer 
under this clause (h), if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Flow of Funds," on each Transfer Date the Trustee shall transfer from the Revenue Fund to the credit 
of the Subordinate Tier Reserve Account or subaccount therein the amount, if any, required to accumulate any 
applicable reserve requirement or restore any deficiency in such account or subaccount due to a withdrawal or change 
in value of Permitted Investments in order to make the amount on deposit therein or reimbursement to an obligor of 
any Reserve Surety Agreement related thereto, as provided in any Supplemental Agreements. 

 
(i) After first having made the deposits required by section (b) through (h) of section "SUMMARY 

OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause 
(i), if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow 
of Funds," after payment of Debt Service Requirements in August of each Fiscal Year but in no event later than 
the last Business Day of each August, the Trustee shall transfer from the Revenue Fund, but only to the extent 
Revenues of the System in such fund are available and as provided in "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Rate Stabilization Fund," to the credit of the Rate Stabilization Fund all Revenues 
remaining in the Revenue Fund until an amount equal to $20,000,000 has been transferred from the Revenue Fund to 
the Rate Stabilization Fund and thereafter as necessary for the Rate Stabilization Fund to maintain an amount equal to 
the Rate Stabilization Fund Requirement. 

 
(j) After first having made the deposits required by section (b) through (i) of section "SUMMARY 

OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof prior to the transfer under this clause 
(j), if any, and subject to section (a) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow 
of Funds" and "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Operating and Maintenance 
Account," the Trustee shall transfer from the Revenue Fund on or before the last Business Day of each month to 
the credit of the Operating and Maintenance Account an amount sufficient to accumulate an amount equal to or 
restore the balance in the Operating and Maintenance Account to an amount equal to the Projected Operating and 
Maintenance Expense Capacity. 

 
(k) After first having made the deposits required by section  (b) through (j) of section "SUMMARY OF 

MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds" hereof, subject to the following conditions, on or 
before the last Business Day of each Fiscal Year (or more frequently if every condition set forth below has been 
satisfied), the Trustee shall transfer from the Revenue Fund to the credit of the General Reserve Fund all Revenues 
remaining in the Revenue Fund (and accrued to such current Fiscal Year) that a Department Representative 
determines, in a certificate delivered to the Trustee, to be in excess of the amount required to be reserved therein for 
transfers expected to be made in the first two months of the following Fiscal Year to the First Tier Interest Account, 
the First Tier Principal/Redemption Account, the Second Tier Interest Account, the Second Tier Principal/Redemption 
Account, the Subordinate Tier Interest Account or the Subordinate Tier Principal/Redemption Account.  The 
certificate of a Department Representative must also state that, as of the date of the transfer: 

 
(1) no Event of Default under "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 

Events of Default" currently exists, and 
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(2) every fund and account established by or required to be established by the Master Trust Agreement 
contains at least the amount required to be deposited therein in such Fiscal Year. 

 
Application and Pledge of Moneys in Debt Service Funds 

 
(a)   Subject to the terms and conditions set forth in the Master Trust Agreement, the First Tier Debt 

Service Fund shall be held in trust and disbursed by the Trustee for (1) after utilizing amounts available in any 
applicable Capitalized Interest Accounts for the related First Tier Obligations, the payment of interest upon the First 
Tier Obligations issued hereunder as such interest comes due, or (2) the payment of the Principal of such First Tier 
Obligations at maturity, or (3) the payment of First Tier Payment Obligations, or (4) the payment of the purchase price 
or redemption price of such First Tier Obligations before maturity, as provided in the Master Trust Agreement or any 
Supplemental Agreement, and such moneys are hereby pledged to and charged with the payment mentioned in this 
section (a). 

 
(b) Subject to the terms and conditions set forth in the Master Trust Agreement, the Second Tier Debt 

Service Fund shall be held in trust and disbursed by the Trustee for (1) after utilizing amounts available in any 
applicable Capitalized Interest Accounts for the related Second Tier Obligations, the payment of interest upon the 
Second Tier Obligations issued hereunder as such interest comes due, or (2) the payment of the Principal of such 
Second Tier Obligations at maturity, or (3) the payment of Second Tier Payment Obligations, or (4) the payment of 
the purchase price or redemption price of such Second Tier Obligations before maturity, as provided in the Master 
Trust Agreement or any Supplemental Agreement, and such moneys are hereby pledged to and charged with the 
payment mentioned in this section (b). 

 
(c) Subject to the terms and conditions set forth in the Master Trust Agreement, including section (b) 

of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Issuance of Subordinate Tier Obligations," 
the Subordinate Tier Debt Service Fund shall be held in trust and disbursed by the Trustee for (1) after utilizing 
amounts available in any applicable Capitalized Interest Accounts for the related Subordinate Tier Obligations, the 
payment of interest upon the Subordinate Tier Obligations issued hereunder as such interest comes due, or (2) the 
payment of the Principal of such Subordinate Tier Obligations at maturity, or (3) the payment of Subordinate Tier 
Payment Obligations, or (4) the payment of the purchase price or redemption price of such Subordinate Tier 
Obligations before maturity, as provided in the Master Trust Agreement or any Supplemental Agreement, and such 
moneys are hereby pledged to and charged with the payment mentioned in this section (c). 

 
Withdrawals from Interest Accounts 
 

(a)   The Trustee shall, from time to time and after utilizing amounts available in any applicable 
Capitalized Interest Accounts for the related First Tier Obligations, withdraw from the First Tier Interest Account and 
remit to the respective Owners of First Tier Obligations the amounts required for paying interest upon the First Tier 
Obligations as such interest comes due on the dates and in the manner provided in the Master Trust Agreement or any 
Supplemental Agreement or other proceedings approved by the Commission. 

 
(b) The Trustee shall, from time to time and after utilizing amounts available in any applicable 

Capitalized Interest Accounts for the related Second Tier Obligations, withdraw from the Second Tier Interest Account 
and remit to the respective Owners of Second Tier Obligations the amounts required for paying interest upon the 
Second Tier Obligations as such interest comes due on the dates and in the manner provided in the Master Trust 
Agreement or any Supplemental Agreement or other proceedings approved by the Commission. 

 
(c) Subject to sections (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 

Issuance of Subordinate Tier Obligations" and "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Application and Pledge of Moneys in Debt Service Funds," the Trustee shall, from time to time and after utilizing 
amounts available in any applicable Capitalized Interest Accounts for the related Subordinate Tier Obligations, 
withdraw from the Subordinate Tier Interest Account or any applicable subaccounts therein and remit to the respective 
Owners of Subordinate Tier Obligations the amounts required for paying interest upon the Subordinate Tier 
Obligations as such interest comes due on the dates and in the manner provided in the Master Trust Agreement or any 
Supplemental Agreement or other proceedings approved by the Commission. 
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Application of Moneys in Principal/Redemption Accounts; Payment of Obligations and Payment Obligations; 
Redemption of Obligations 
 

(a)   To the extent of any moneys at any time in the First Tier Principal/Redemption Account, the Trustee 
shall retire or provide for the retirement of Principal of First Tier Obligations, including First Tier Payment 
Obligations, with money from the First Tier Principal/Redemption Account, and the Trustee shall pay, when due, the 
amount of Principal of all First Tier Obligations scheduled to mature and all First Tier Payment Obligations, and the 
Trustee shall redeem or purchase First Tier Obligations prior to maturity during each year specified in, and pursuant 
to, any optional or mandatory redemption or purchase provisions required for First Tier Obligations, and shall pay the 
Principal, any redemption premium required therefor, and all necessary and proper expenses in connection therewith, 
from the First Tier Principal/Redemption Account, but shall pay all accrued interest on First Tier Obligations from 
the First Tier Interest Account. 

 
(b) To the extent of any moneys at any time in the Second Tier Principal/Redemption Account, the 

Trustee shall retire or provide for the retirement of Principal of Second Tier Obligations, including Second Tier 
Payment Obligations, with money from the Second Tier Principal/Redemption Account, and the Trustee shall pay, 
when due, the amount of Principal of all Second Tier Obligations scheduled to mature and all Second Tier Payment 
Obligations, and the Trustee shall redeem or purchase Second Tier Obligations prior to maturity during each year 
specified in, and pursuant to, any optional or mandatory redemption or purchase provisions required for Second Tier 
Obligations, and shall pay the Principal, any redemption premium required therefor, and all necessary and proper 
expenses in connection therewith, from the Second Tier Principal/Redemption Account, but shall pay all accrued 
interest on Second Tier Obligations from the Second Tier Interest Account. 

 
(c) Subject to section (b) of section "SUMMARY OF MASTER TRUST AGREEMENT 

PROVISIONS – Issuance of Subordinate Tier Obligations" and the related Supplemental Agreements, to the extent 
of any moneys at any time in the Subordinate Tier Principal/Redemption Account or any subaccount therein, the 
Trustee shall retire or provide for the retirement of Principal of Subordinate Tier Obligations, including Subordinate 
Tier Payment Obligations, with money from the Subordinate Tier Principal/Redemption Account or the applicable 
subaccounts therein, and the Trustee shall pay, when due, the amount of Principal of all Subordinate Tier Obligations 
scheduled to mature and all Subordinate Tier Payment Obligations, and the Trustee shall redeem or purchase 
Subordinate Tier Obligations prior to maturity during each year specified in, and pursuant to, any optional or 
mandatory redemption or purchase provisions required for Subordinate Tier Obligations, and shall pay the Principal, 
any redemption premium required therefor, and all necessary and proper expenses in connection therewith, from the 
Subordinate Tier Principal/Redemption Account or the applicable subaccounts therein, but shall pay all accrued 
interest on Subordinate Tier Obligations from the Subordinate Tier Interest Account or the applicable subaccounts 
therein. 

 
Application of Moneys in Reserve Accounts 
 

(a)  Moneys and investments held for the credit of any subaccounts of the First Tier Reserve Account 
shall be used finally to retire the last of the applicable Outstanding First Tier Obligations to which the subaccounts 
relate, respectively, and/or for the purpose of paying interest on and Principal of the First Tier Obligations to which 
the subaccounts relate whenever and to the extent that the moneys held for the credit of the First Tier Interest Account 
and the First Tier Principal/Redemption Account shall be insufficient for such purpose.  The provision for any 
subaccounts of the First Tier Reserve Account related to a Series of First Tier Obligations shall be set out in the 
Supplemental Agreement related thereto, including any reserve requirement, requirement to make up any deficiency 
in such account and disposition of any excess moneys and investments therein.  If a Reserve Surety Agreement is used 
as a reserve for any Series of First Tier Obligations, any reimbursements required thereunder to be paid to an obligor 
as a result of a draw or demand thereunder and any expenses payable thereunder shall be made, as provided in the 
related Reserve Surety Agreement, from moneys deposited into the applicable subaccount of the First Tier Reserve 
Account until fully paid.   

 
(b) Moneys and investments held for the credit of any subaccounts of the Second Tier Reserve Account 

shall be used finally to retire the last of the applicable Outstanding Second Tier Obligations to which the subaccounts 
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relate, respectively, and/or for the purpose of paying interest on and Principal of the Second Tier Obligations to which 
the subaccounts relate whenever and to the extent that the moneys held for the credit of the Second Tier Interest 
Account and the Second Tier Principal/Redemption Account shall be insufficient for such purpose.  The provision for 
any subaccounts of the Second Tier Reserve Account related to a Series of Second Tier Obligations shall be set out in 
the Supplemental Agreement related thereto, including any reserve requirement, requirement to make up any 
deficiency in such account and disposition of any excess moneys and investments therein.  If a Reserve Surety 
Agreement is used as a reserve for any Series of Second Tier Obligations, any reimbursements required thereunder to 
be paid to an obligor as a result of a draw or demand thereunder and any expenses payable thereunder shall be made, 
as provided in the related Reserve Surety Agreement, from moneys deposited into the applicable subaccount of the 
Second Tier Reserve Account until fully paid.   

 
(c) Moneys and investments held for the credit of any subaccounts of the Subordinate Tier Reserve 

Account shall be used finally to retire the last of the applicable Outstanding Subordinate Tier Obligations to which 
the subaccounts relate, respectively, and/or for the purpose of paying interest on and Principal of the Subordinate Tier 
Obligations to which the subaccounts relate whenever and to the extent that the moneys held for the credit of the 
Subordinate Tier Interest Account and the Subordinate Tier Principal/Redemption Account shall be insufficient for 
such purpose.  The provision for any subaccounts of the Subordinate Tier Reserve Account related to a Series of 
Subordinate Tier Obligations shall be set out in the Supplemental Agreement related thereto, including any reserve 
requirement, requirement to make up any deficiency in such account and disposition of any excess moneys and 
investments therein.  If a Reserve Surety Agreement is used as a reserve for any Series of Subordinate Tier Obligations, 
any reimbursements required thereunder to be paid to an obligor as a result of a draw or demand thereunder and any 
expenses payable thereunder shall be made, as provided in the related Reserve Surety Agreement, from moneys 
deposited into the applicable subaccount of the Subordinate Tier Reserve Account until fully paid. 

 
Rate Stabilization Fund 
 
Amounts on deposit in the Rate Stabilization Fund are intended to assure rates and charges to be assessed pursuant 
to "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates" of the Master Trust 
Agreement remain competitive and reasonable.  The Commission shall make provision for depositing $10,000,000 
from proceeds of the Initial Obligations into the Rate Stabilization Fund on the date of issuance of the Initial 
Obligations.  In each Fiscal Year, after first having made or provided for the deposits required by section (a) through 
(h) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds," the Trustee shall 
transfer from the Revenue Fund on or before the last Business Day of each August to the credit of the Rate 
Stabilization Fund the amount required by section (i) of "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Flow of Funds." 
 
In the priorities established in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds," 
amounts on deposit in the Rate Stabilization Fund (a) shall be transferred by the Trustee to the First Tier Debt Service 
Fund, the Second Tier Debt Service Fund or the Subordinate Tier Debt Service Fund to cure a deficiency therein and 
(b) upon written direction by the Department Representative, may be transferred by the Trustee to any other fund 
under the Master Trust Agreement to be used for any other purpose for which Revenues are permitted to be used under 
applicable law and the Master Trust Agreement, including as a claims payment fund or any similar function for any 
self-insurance program of the Commission pursuant to "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Commercial Insurance or Self-Insurance Recommendation" and " Schedule of Insurance Policies or 
Self-Insurance Program Information; Settlement of Insurance Claims; Insurance Proceeds"–.  Use of amounts on 
deposit in the Rate Stabilization Fund for any of the foregoing purposes shall not constitute an Event of Default.  
 
Notwithstanding anything in this section to the contrary, the Trustee shall replenish the Rate Stabilization Fund 
to an amount equal to the Rate Stabilization Fund Requirement or a lesser amount at such time and in such manner 
as directed in writing by a Department Representative from Revenues of the System available pursuant to section 
(i) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow of Funds." Additionally, 
notwithstanding anything in the Master Trust Agreement to the contrary, the Commission may determine to (i) 
reduce the Rate Stabilization Fund Requirement to a lesser amount or (ii) eliminate the requirement for the Rate 
Stabilization Fund and the Rate Stabilization Fund Requirement, and, upon such determination and receipt by 
the Commission and the Trustee of (y) written confirmation from each Rating Agency then maintaining a rating 
on the Obligations that such action will not, in and of itself, cause any ratings then assigned to any Outstanding 
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First Tier Obligations or Second Tier Obligations to drop below Baa3/BBB-, as applicable, and (z) an opinion of 
Bond Counsel that the use of any released amounts from the Rate Stabilization Fund complies with applicable 
law, the Department Representative shall give written notice to the Trustee of such Commission determination 
and direct the Trustee to transfer any released amounts from the Rate Stabilization Fund to the Revenue Fund 
and, if appropriate, close the Rate Stabilization Fund. 

A Rate Stabilization Fund Obligation may be substituted for all or part of the monies and investments in, or required 
to be deposited in, the Rate Stabilization Fund if the substitution of the Rate Stabilization Fund Obligation will not, in 
and of itself, cause any ratings then assigned to the Obligations by a Rating Agency then maintaining a rating on the 
Obligations, to be lowered, the Rate Stabilization Fund Obligation is approved by the Texas Attorney General, if then 
required by State law, and the resolution authorizing the substitution of the Rate Stabilization Fund Obligation for all 
or part of the Rate Stabilization Fund Requirement contains a finding that such substitution is cost effective.   
 
If (i) the long-term, unsecured credit rating of the issuer of the Rate Stabilization Fund Obligation falls below the third 
highest generic rating category (i.e., "A") of any Rating Agency then maintaining a rating on the Obligations, (ii) the 
issuer of the Rate Stabilization Fund Obligation defaults in its payment obligations thereunder, or (iii) the issuer of 
the Rate Stabilization Fund Obligation becomes insolvent, the Commission shall within three months of such 
occurrence either, only to the extent Revenues are available pursuant to this section, (A) deposit into the Rate 
Stabilization Fund an amount equal to the amount of the Rate Stabilization Fund Obligation or (B) replace such 
instrument with a Rate Stabilization Fund Obligation meeting the requirements of this section.  Upon replacement, 
the Commission may terminate the existing Rate Stabilization Fund Obligation in accordance with its terms.  The 
Trustee shall have no obligation to monitor the credit ratings of the issuer of any Rate Stabilization Fund Obligation. 

 
Any cash released from the Rate Stabilization Fund as a result of deposit of a Rate Stabilization Fund Obligation may 
be used for any purpose authorized by State law upon written direction of the Department Representative to the 
Trustee, subject to receipt of an opinion of Bond Counsel that such use will not adversely affect the tax-exempt status 
of any Tax-Exempt Obligations the proceeds of which may have funded the cash deposit. 

 
Operating and Maintenance Account 
 
The Commission shall establish an account known as the "Operating and Maintenance Account" that shall be held by 
the Commission in the name of the Commission outside of the Master Trust Agreement, but separate and apart from 
its other funds and accounts, until applied as hereinafter directed. After first having made or provided for the deposits 
required by the Master Trust Agreement, the Trustee shall transfer from the Revenue Fund on or before the last 
Business Day of each month to the credit of the Operating and Maintenance Account an amount sufficient to bring 
the balance in the Operating and Maintenance Account to the amount contemplated by the Annual Budget and a 
certificate of a Department Representative, to be necessary to pay Operating and Maintenance Expenses for the 
ensuing two months (the "Operating and Maintenance Account Requirement") and such balance may be maintained 
from one Fiscal Year to the next ensuing Fiscal Year. Notwithstanding the foregoing, in any Fiscal Year in which the 
Projected Operating and Maintenance Expense Capacity is less than the Projected Operating and Maintenance 
Expenses, the amount required to be transferred from the Revenue Fund to the Operating and Maintenance Account 
each month shall be limited to the amount set forth in the Annual Budget for that Fiscal Year as the Projected Operating 
and Maintenance Expense Capacity. In recognition that the System is a part of the Texas State Highway System, to 
the extent that the Revenues are insufficient to make the required deposits into the Operating and Maintenance Account 
each month or the transfer is limited to the Projected Operating and Maintenance Expense Capacity amount for that 
month, the Commission covenants that, subject to funds being appropriated by the Legislature in a manner that would 
allow their use for this purpose, it will include in its annual budget provisions for and will make deposits to the 
Operating and Maintenance Account from lawfully available funds in amounts sufficient to cause the balance in the 
Operating and Maintenance Account to equal the Operating and Maintenance Account Requirement. 

 
General Reserve Fund 
 
After first having made the deposits provided by the Master Trust Agreement, and, subject to the following conditions, 
on or before the last Business Day of each Fiscal Year (or more frequently if every condition set forth below has been 
satisfied) the Trustee shall transfer from the Revenue Fund to the credit of the General Reserve Fund any Revenues 
that a Department Representative determines, in a certificate delivered to the Trustee, to be in excess of the amount 
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required to be reserved therein, for future transfers to the First Tier Debt Service Fund, the Second Tier Debt Service 
Fund, the Subordinate Tier Debt Service Fund or any fund or account established for the payment or security of any 
Obligations. The certificate of the Department Representative must also state that, as of the date of the transfer: 
 

(i) no Event of Default currently exists, and 
 
(ii) every fund and account established by or required to be established by the Master Trust Agreement 

contains at least the amount then required to be on deposit therein. 
 

Moneys in the General Reserve Fund shall be used by the Trustee as provided in "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Flow of Funds" and to restore deficiencies in any funds or accounts created 
under the Master Trust Agreement. Any moneys remaining in the General Reserve Fund on the last day of a Fiscal 
Year, after satisfying the requirements of the first sentence of this paragraph, may be used to repay to the Commission 
the amount expended by the Commission on the System in any Fiscal Year (current or previous without limitation). 
After satisfying those requirements, such moneys may be expended for any of the following purposes, with no one 
item having priority over any of the others: 
 

(a) to purchase or redeem First Tier Obligations, Second Tier Obligations or Subordinate Tier 
Obligations; 
 

(b) to make payments into the Construction Fund; 
 

(c) to fund improvements, extensions and replacements of the System; or 
 

(d) for any other lawful purpose. 
 

The Trustee is authorized to apply moneys on deposit in the General Reserve Fund for any of such purposes 
upon receipt of a requisition signed by a Department Representative, stating in respect of each payment to be made: 
 

(a) the name of the Person to whom payment, reimbursement or an advance is to be made or, if the 
payment or reimbursement is to be made to a fund or account held by the Trustee under the Master Trust Agreement 
or to a fund or account held by the Commission and not subject to the Master Trust Agreement, the name of such fund 
or account, 

 
(b) the amount to be paid, reimbursed or advanced, and 
 
(c) the purpose for which the payment, reimbursement or an advance is to be made. 

 
Major Maintenance Account 
 
The Commission shall establish an account known as the "System Major Maintenance Account" that shall be held by 
the Commission in the name of the Commission outside of the Master Trust Agreement, but separate and apart from 
its other funds and accounts, until applied as hereinafter directed.  In recognition that the System is a part of the Texas 
State Highway System, the Commission covenants that, subject to funds being appropriated by the State Legislature 
in a manner that would allow their use for this purpose, it will include in its annual budget provisions for and, on or 
before the last Business Day of each month, will deposit to the Major Maintenance Account from lawfully available 
funds amounts sufficient to cause the balance in the Major Maintenance Account to equal the expenditures from the 
Major Maintenance Account projected in the Annual Budget for the ensuing two months and, to the extent that the 
balance in the Major Maintenance Account is at any time insufficient to pay the required expenditures, to pay all such 
expenditures when due. 

 
The Major Maintenance Account shall not constitute part of the Trust Estate. 
 
Moneys in the Major Maintenance Account shall be disbursed to pay expenditures projected in the Annual Budget for 
the System, and shall be disbursed only for such purposes, except to the extent hereinafter provided.  Such purposes 
shall include Major Maintenance Expenditures and may include, but are not limited to, paying the cost of constructing, 
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repairing, replacing, improving and reconstructing improvements and betterments to all parts of the System now or 
hereafter open to vehicular traffic, including, without limitation, additional lanes, tunnels, interchanges, toll plazas, 
bridges, connecting roads, transit interface facilities, safety rails and other safety improvements, illumination, signage, 
and any equipment and other improvements deemed necessary or desirable by the Commission. 
 
Additional Security 
 
Except as otherwise provided or permitted herein,  the Revenues securing (a) any First Tier Obligations shall be shared 
on a parity with all other First Tier Obligations on an equal and ratable basis, (b) any Second Tier Obligations shall 
be shared on a parity with all other Second Tier Obligations on an equal and ratable basis, but subordinate and junior 
to the lien on, pledge of and security in the Revenues for the benefit of the Owners of the First Tier Obligations, (c) 
any Subordinate Tier Obligations shall be shared on a parity with all other Subordinate Tier Obligations on an equal 
and ratable basis, subject to sections (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Issuance of First Tier Obligations" and "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Flow 
of Funds" and the applicable Supplemental Agreements, but subordinate and junior to the lien on, pledge of and 
security in the Revenues for the benefit of the Owners of the First Tier Obligations and the Second Tier Obligations.  
The Commission may, however, in its discretion, provide Additional Obligation Security, but shall have no obligation 
to provide such additional security or credit enhancement to other Obligations, except that no Additional Obligation 
Security shall be provided unless there shall have been first delivered to the Trustee an opinion of Bond Counsel that 
the exclusion from gross income of interest on any Tax-Exempt Obligations for federal income tax purposes will not 
be adversely affected thereby. 
 
Investment of Moneys; Time Deposits or Other Arrangements in Lieu of Investments 
 
All moneys held for the credit of the Construction Fund shall, as nearly as may be practicable, be invested and 
reinvested by the Trustee, as directed by the Department Representative, in Permitted Investments which shall mature, 
or which shall be subject to redemption by the holder thereof at the option of such holder, in such amounts and at such 
times as will be required to provide moneys when needed to pay the Costs payable from the Construction Fund or 
interest on the particular Obligations with respect to any Capitalized Interest Account within the Construction Fund. 

 
Moneys held for the credit of the Reserve Accounts shall, as nearly as may be practicable, be invested and reinvested 
by the Trustee, as directed by the Department Representative, in Permitted Investments which shall mature, or shall 
be subject to redemption by the holder thereof at the option of such holder, not later than five years after the date of 
such investment. 

 
Moneys held for the credit of the Rate Stabilization Fund shall be invested and reinvested by the Trustee, as directed 
by the Department Representative, in Permitted Investments which shall mature, or which shall be subject to 
redemption by the holder thereof at the option of such holder, not later than five years after the date of such investment. 

 
Moneys held for the credit of the General Reserve Fund may be invested by the Trustee, as directed by the Department 
Representative, in any of the Permitted Investments. 

 
Moneys held for the credit of the Debt Service Funds may be invested by the Trustee as directed by the Department 
Representative in Permitted Investments which shall mature, or subject to redemption by the holder thereof at the 
option of such holder, not later than the dates the moneys may reasonably be expected to be needed for the purposes 
of the Master Trust Agreement. 

 
In lieu of the investments as provided above, and at the option of the Commission, and in any other case where the 
Commission deems it advisable, the Department Representative may make interest bearing time deposits, invest in 
certificates of deposit, or make other similar arrangements with the Trustee or any other Depositary in connection with 
moneys in any fund or account created by the Master Trust Agreement, as may be permitted by law, and which will 
allow moneys to be available in each of the funds and accounts created by the Master Trust Agreement for use at the 
appropriate times and for the purposes for which they were created, provided that all such time deposits, certificates 
of deposit, and other similar agreements shall be secured in the manner provided in the Master Trust Agreement hereof 
for uninvested moneys. 
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Investments and Deposits Deemed to be Part of Funds and Accounts for which Purchased; Valuation of Funds 
or Accounts; Rebates to United States of America 
 
Obligations purchased as an investment of moneys in any fund or account created under the provisions of the Master 
Trust Agreement and all time deposits or similar arrangements made in connection therewith, shall be deemed at all 
times to be a part of such fund or account, and the interest accruing thereon and any profit realized from any investment 
shall be credited to such fund or account, and any loss resulting from any investment shall be charged to such fund or 
account.  It is further provided that, at the option of the Commission, during the period of construction or completion 
of construction of any System Segments, the Commission may transfer, or direct the Trustee to transfer, as the case 
may be, from the Construction Fund and deposit to the credit of the applicable Interest Account, from the investment 
earnings deposited in the Construction Fund, all or any part of an amount, which, together with the amount then 
available in the applicable Interest Account, will be sufficient to pay the interest coming due on the Obligations on 
each interest payment date, respectively.  The Trustee shall account for all amounts at any time on hand in the 
Construction Fund attributable to all investment earnings, regardless of their source, and shall make the deposits 
required above to the extent of such investment earnings on hand at the time each such deposit is required to be made.   

 
The Trustee, any other Depositaries, and the Commission, as the case may be, shall sell at the best price obtainable in 
the exercise of reasonable diligence, or present for payment or redemption, any obligation or investment so purchased, 
whenever and to the extent it shall be necessary so to do, in order to provide moneys required to meet any payment or 
transfer from any fund or account.  The Trustee, any other Depositaries, and the Commission, as the case may be, 
shall present for payment all such obligations or investments when they mature or when they shall be called for 
redemption and the proceeds thereof shall be reinvested promptly, unless needed to meet any such payment or transfer.  
Neither the Trustee, any other Depositaries, nor the Commission shall be liable or responsible for making any such 
investment or for any loss resulting from any such investment, but any resulting deficiency in any fund or account 
shall be restored from the first moneys available therefor in accordance with "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Application and Pledge of Moneys in Debt Service Funds" hereof.  The Trustee and 
any other Depositaries shall advise the Commission in writing, on or before the eighth day of each month, of the 
details of all money and investments held by them for the credit of any such fund or account. 

 
The provisions of the Master Trust Agreement which relate to the deposit and to the investment of moneys shall be 
subject to the provisions of any applicable laws of the State. 

 
All Permitted Investments purchased as an investment of any fund or account created hereunder shall be valued at the 
Value of Permitted Investments. The Department Representative shall advise the Trustee of the Value of Permitted 
Investments for any Permitted Investments for any funds held by the Commission or the Trustee as of the last Business 
Day of the current Fiscal Year and semiannually thereafter as of the last Business Day of the sixth (6th) and twelfth 
(12th) months, respectively, of each Fiscal Year. 
 
Notwithstanding any other provisions of the Master Trust Agreement, other than "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Application and Pledge of Moneys in Debt Service Funds," if investment income 
derived from any fund or account maintained pursuant hereto is required to be rebated to the United States of America, 
as may be required by the federal tax covenants of the Commission set forth in the relevant Supplemental Agreement, 
in order to prevent any Tax-Exempt Obligations from being "arbitrage bonds," such investment income shall be so 
rebated, through the Rebate Fund, if required, from the appropriate fund or account, and the amounts of such rebates 
shall not be considered to be Revenues.  The Trustee shall forthwith, upon the request and direction of the Commission, 
transmit any such rebate amounts held by it to the United States of America as directed by the Commission. 
 
Payment of Principal, Interest and Premium; Pledge of Tolls and Other Revenue of the System.   

 
The Commission covenants that it will promptly pay the Principal of and the interest on every Obligation, including 
Payment Obligations, at the places, on the dates and in the manner provided herein and in such Obligations, and any 
premium required for the retirement of such Obligations by redemption, according to the true intent and meaning 
thereof.  The Principal, interest (except interest paid from proceeds of the Obligations) and premiums are payable 
solely in the priorities and from the sources herein described, including the Revenues, which sources, Tolls, and other 
revenues are hereby pledged to the payment thereof in the manner and to the extent specified in the Master Trust 
Agreement, and nothing in the Obligations or in the Master Trust Agreement shall be construed as pledging any other 
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funds or assets of the Commission for their payment, except as otherwise provided by "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Sale or Factoring of Accounts Receivables." 

 
Chapter 1208, Texas Government Code, applies to the issuance of the Obligations and the pledge of, lien on and 
security interest in the Trust Estate granted by the Commission under the Master Trust Agreement, and such pledge 
of, lien on and security interest in the Trust Estate are therefore valid, effective, and perfected. If State law is amended 
at any time while the Obligations are outstanding and unpaid such that the pledge of, lien on and security interest in 
the Trust Estate granted by the Commission under the Master Trust Agreement is to be subject to the filing 
requirements of Chapter 9, Texas Business & Commerce Code, then in order to preserve to the Owners the perfection 
of the pledge of, lien on and security interest in the Trust Estate, the Commission agrees to take such measures as it 
determines are reasonable and necessary under Texas law to comply with the applicable provisions of Chapter 9, 
Texas Business & Commerce Code, to perfect such pledge of, lien on and security interest in the Trust Estate, 
provided, however, that the Commission and the Trustee shall take reasonably required measures to perfect such 
pledge of, lien on and security interest in the Trust Estate as directed by the Owners of not less than 25% of the 
aggregate Principal amount of the Obligations then Outstanding. 

Use and Operation of System 
 

(a)   The Commission covenants that it will establish and enforce reasonable rules and regulations 
governing the use of the System and the operation thereof, that all compensation, salaries, fees and wages paid by it 
in connection with the maintenance, repair and operation thereof will be reasonable, that no more Persons will be 
employed by it than are necessary, that it will maintain and operate the System in an efficient and economical manner, 
that, from the Revenues or deposits made by the Commission under "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Operating and Maintenance Account" or "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Major Maintenance Account," it will at all times maintain the same in good repair 
and in sound operating condition and will make all necessary repairs, renewals and replacements, and that it will 
comply with all valid acts, rules, regulations, orders and directions of any legislative, executive, administrative or 
judicial body applicable to the System. 

 
(b) The Commission further covenants that it will take all lawful action on its part which may be 

necessary or desirable to advertise and promote the System to the traveling public and to place and replace highway 
designation signs and adequate directional signs to the System which, in the judgment of the Commission, may be 
beneficial to the System or necessary to protect against the diversion of traffic from the System. 

 
(c) The Commission may extend or expand the System as provided in the definition of the System 

through the use of lawfully available funds, including Revenues, provided the requirements of (i) section (a) of 
"SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates" are complied with 
regarding changes in any Toll Rate Schedule and (ii) "SUMMARY OF MASTER TRUST AGREEMENT 
PROVISIONS – Issuance of First Tier Obligations," "– Issuance of Second Tier Obligations" and "– Issuance of 
Subordinate Tier Obligations"  are complied with regarding issuance of any Additional Obligations for such extension 
or expansion. 

 
Observance and Compliance with Valid Requirements; No Liens or Charges upon System, Tolls or Other 
Revenues; Payment of Lawful Charges 
 
The Commission covenants that it will duly observe and comply with all valid requirements of any governmental 
authority relative to the System or any part thereof, that it will not create or suffer to be created any lien or charge 
upon the System or any part thereof or upon the Tolls or other revenue therefrom, including the Revenues, except (i) 
the lien and charge of the Obligations secured hereby upon such Tolls and other revenues, including the Revenues and 
(ii) the lien or encumbrance permitted by the Master Trust Agreement, unless any such lien or charge is junior and 
subordinate in all respects to the lien and charge of the Obligations secured hereby, it being understood that the 
Commission may issue Obligations payable from, or secured by, moneys in the General Reserve Fund to the extent 
now or hereafter permitted by law without violating the foregoing covenant.  The Commission further covenants that, 
from such Revenues or other available funds, it will pay or cause to be discharged, or will make adequate provision 
to satisfy and discharge, within sixty (60) days after the same shall accrue, all lawful claims and demands for labor, 
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materials, supplies or other objects which, if unpaid, might by law become a lien upon the System or any part thereof 
or the Tolls or other revenue therefrom; provided, however, that nothing in this section contained shall require the 
Commission to pay or cause to be discharged, or make provision for, any such lien or charge so long as the validity 
thereof shall be contested in good faith and by appropriate legal proceedings. 

 
Employment of General Engineering Consultant and Traffic Consultant 
 

(a)  The Commission covenants that, until the Obligations and the interest thereon shall have been paid 
or provision for such payment shall have been made, it will employ a General Engineering Consultant for the purpose 
of performing and carrying out the duties imposed on the General Engineering Consultant by the Master Trust 
Agreement. 

 
(b) The Commission covenants that, until the Obligations and the interest thereon shall have been paid 

or provision for such payment shall have been made, it will, for the purpose of performing and carrying out the duties 
imposed on the Traffic Consultant by the Master Trust Agreement, employ from time to time where required by the 
Master Trust Agreement, an independent engineer or engineering firm or corporation, other than the General 
Engineering Consultant, having a nation-wide and favorable repute for skill and experience in such work. 

 
Commercial Insurance or Self-Insurance Recommendations 
 
The Commission covenants that, upon Substantial Completion, it will keep the System and its use and operation 
thereof insured (including through self-insurance) at all times in such amounts, subject to such exceptions and 
deductibles and against such risks, as are customary for similar organizations, including business interruption 
insurance.  Any insurance policies shall be carried with a responsible insurance company or companies authorized to 
do business in the State.  Except as provided in the immediately succeeding paragraph, any self-insurance program 
shall be deemed actuarially sound in the written opinion of an accredited actuary if such actuary services are reasonably 
commercially available, and, if not, in a certification of a Department Representative, which certification shall be filed 
with the Trustee at least annually.  At any time and from time to time, the Commission may elect to terminate self-
insurance of a given type.  Upon making such election, the Commission shall, to the extent then deemed necessary by 
a qualified insurance consultant, determined by the Commission, obtain and maintain comparable commercial 
insurance. 
 
On or before May 1 of the first full Fiscal Year following the Substantial Completion of the Initial Segment (but in no 
event not less than twelve (12) months after such Substantial Completion) and every three years thereafter (except 
with respect to self-insurance, which shall be annually deemed actuarially sound in the written opinion of an accredited 
actuary if such actuary services are reasonably commercially available and, if not, in a certificate of a Department 
Representative), the Commission shall cause a qualified insurance consultant, determined by the Commission, to 
certify to the Trustee that (a) it has reviewed the adequacy of the Commission's insurance, listing the types and amounts 
of insurance, and (b) it finds such coverage to be reasonable and customary for similar organizations.  If the qualified 
insurance consultant concludes that coverage other than that currently carried by the Commission should be carried, 
the Commission shall obtain such insurance coverage unless it determines in good faith that it is unreasonable or 
uneconomical to obtain such coverage and a Department Representative certifies the same in writing to the Trustee.   

 
Any insurance policies maintained by the Commission shall name the Trustee as a co-insured and be available at 
reasonable times for inspection by the Trustee, its agents and representatives. 

 
Schedule of Insurance Policies or Self-Insurance Program Information; Settlement of Insurance Claims; 
Insurance Proceeds 
 
On or before the end of each Fiscal Year following the Substantial Completion of the Initial Segment, the Commission 
shall mail to the General Engineering Consultant and the Trustee a schedule or other evidence of all insurance policies 
or self-insurance programs referred to in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Commercial Insurance or Self-Insurance Recommendations" which are then in effect, stating with respect to each 
policy the name of the insurer, the amount, number and expiration date, and the hazards and risks covered thereby, 
and also stating the details of each self-insurance program established by the Commission.  Any such insurance 
policies and self-insurance programs shall be open to the inspection of the Owners and their representatives at all 
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reasonable times.  The Trustee is hereby authorized, but is not obligated, in its own name to demand, collect, sue and 
receipt for any insurance money which may become due and payable under any policies payable to it. 

 
Any appraisement or adjustment of any loss or damage under any policy payable to the Trustee and any settlement or 
payment of indemnity under such policy which may be agreed upon between the Commission and any insurer shall 
be evidenced to the Trustee by a certificate, signed by a Department Representative, which certificate may be relied 
upon by the Trustee as conclusive.  The Trustee shall in no way be liable or responsible for the collection of insurance 
moneys in case of any loss or damage. 

 
The Commission covenants that it will take actions as it deems necessary to demand, collect and sue for any proceeds 
that may become due and payable to it under any policy.   

 
The Commission shall pay any insurance proceeds it receives under builders all risk, and property all risk to the 
Trustee for deposit into the Revenue Fund to the extent attributable to the debt service.  Otherwise, such insurance 
proceeds shall be deposited to the Construction Fund and used for any repairs or modifications of the System necessary 
or desirable as a result of damage or destruction to the System.  If no such repairs or modifications are necessary or 
desirable, or if any funds remain in the Construction Fund after completion of all such repairs and modifications, the 
proceeds of such insurance or remaining proceeds, as applicable, shall be deposited to the Revenue Fund and applied 
as provided in the Master Trust Agreement. 

 
The Commission shall direct that any contractor related to the construction and acquisition of the System pay insurance 
proceeds payable to the Commission under any insurance policies maintained by such contractor pursuant to the terms 
of any construction or similar agreement with the Commission directly to the Trustee for deposit into the Revenue 
Fund to the extent attributable to the debt service.  Otherwise, such insurance proceeds shall be deposited to the 
Construction Fund.  To the extent that the Commission receives insurance payments under a business interruption 
insurance policy, such amounts shall be deposited into the Revenue Fund as directed by a Department Representative 
in writing to the Trustee. 
 
Accurate Records; Reports and Annual Audits 
 
The Commission covenants that it will keep an accurate record of the Revenues collected, of the number and class of 
vehicles, described below, using the System and of the application of such Revenues. 

 
The Commission further covenants that, by the last day of the second month after each fiscal quarter, commencing 
the first full quarter after Substantial Completion of the Initial Segment, it will cause to be filed with the Trustee and 
mailed to the General Engineering Consultant and the Traffic Consultant copies of any revision of the Toll Rate 
Schedule during the preceding fiscal quarter and a report setting forth in respect of the preceding fiscal quarter general 
information regarding the System which may include:  

 
(a) the income and expense account of the System,  

 
(b) the number of vehicles based upon two-axle and greater than two-axle classes using the System, 

 
(c) the payments, deposits and credits to and any payments, transfers and withdrawals reflected in the 
aggregate from each fund and account created under the provisions of the Master Trust Agreement and any 
Supplemental Agreement, 

 
(d) all Obligations issued, paid, purchased or redeemed,  

 
(e) the amounts at the end of such fiscal quarter to the credit of each such fund and account created 
pursuant to the provisions of the Master Trust Agreement and any Supplemental Agreement, showing the 
respective amounts to the credit of each such fund and account, and any security held therefor, and showing 
the details of any investments thereof, and  

 
(f) the amounts of the proceeds received from any sales of property. 
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The Commission covenants that it will maintain books and accounts reflecting the operations of the System, as a 
separate enterprise, in accordance with Accounting Principles.  The books and records of the System may form a part 
of the books and records of the Commission or TxDOT but shall be maintained as a separate enterprise account. 
 
In addition, the Commission covenants that as soon as practicable, but in no event more than six (6) months after the 
last day of each Fiscal Year, beginning with the Fiscal Year in which Substantial Completion occurs, it will prepare 
or cause to be prepared a financial report of the results of operations of the System for such Fiscal Year in accordance 
with Accounting Principles, containing a balance sheet as of the end of such Fiscal Year, a statement of operations for 
such Fiscal Year and a statement of cash flows of such Fiscal Year.  A copy of such financial report shall be filed with 
the Trustee promptly after the receipt by the Commission for such purpose.  So long as the TxDOT Annual Financial 
Report is audited, the financial report of operations of the System shall be contained within the audited TxDOT Annual 
Financial Report as a discrete enterprise account or fund in accordance with Accounting Principles.  If in any Fiscal 
Year the TxDOT Annual Financial Report is not audited, the Commission covenants to provide a separate audited 
financial report of System operations. 

 
The Commission further covenants that it will furnish to the Trustee such other information concerning the System or 
the operation thereof as the Trustee may reasonably request. 
 
Sale or Factoring of Accounts Receivable 
 
The Commission may sell all or a portion of its accounts receivables provided the Commission receives fair and 
reasonable value as determined by a Department Representative.  The Commission may create a security interest, lien 
or pledge in its accounts receivable component of the Revenues and the proceeds thereof securing an obligation of the 
Commission to repurchase or replace accounts receivables sold as long as the aggregate maximum amount secured by 
any such pledges, liens or security interests does not exceed ten percent (10%) of the Revenues of the Fiscal Year 
preceding the creation of such pledge or security interest.  Notwithstanding the foregoing, the Commission may sell 
or otherwise create a security interest lien or pledge in the accounts receivables related to video tolling transactions or 
other tolling transactions that has toll rates greater than the toll rates applicable to base electronic transponder 
transactions so long as the Commission receives an amount not less than the revenue the Commission would have 
received applying the electronic transponder toll rates to such transactions.  All amounts received by the Commission 
pursuant to this section shall be deposited into the Revenue Fund. 
 
Condemnation Proceeds 
 
In the event the Commission receives any payment or other proceeds in respect of a total or partial condemnation of 
the System, it shall cause such proceeds to be deposited to the Construction Fund and utilized for any repairs or 
modifications of the System necessary or desirable as a result of such condemnation.  If no such repairs or 
modifications are necessary or desirable, the proceeds of such condemnation shall be deposited to the Revenue Fund. 
 
Covenant Not to Build Competing System 

The Commission agrees to use reasonable efforts to exercise its discretionary powers to further the economic viability 
of the System and, except as described below, to refrain from exercising its discretionary authority to construct or 
operate, or allow TxDOT to construct or operate, any Capital Project (as defined below) on the Texas State Highway 
System that would have the purpose or reasonably foreseeable effect of materially adversely affecting the ability of 
the Commission to comply with the covenants in the Master Trust Agreement, particularly those covenants set forth 
in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Establishment of Rates" and "–Payment of 
Principal, Interest and Premium; Pledge of Tolls and Other Revenue of the System," except for: 

(a) any Texas State Highway System improvements necessary for improved safety, maintenance or 
operational purposes; 

 
(b) any intercity, intra city, commuter, urban, high speed rail projects or any combination of the 

foregoing supported by the State and/or others; and 
 
(c) any HOV exclusive lanes operationally required by environmental regulatory agencies. 
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"Capital Projects" for purposes of this section means those projects undertaken to construct a transportation facility 
for motorized vehicular traffic where no such facility existed previously or to construct a portion of a transportation 
facility where additional or widened traffic lanes are physically added on to existing traffic lanes on an already 
constructed facility, but excluding any projects (i) included in the Year 2040 plan, together with any periodic update 
to such plan, or (ii) undertaken to increase traffic capacity by modifying already constructed facilities through the 
installation of traffic sensors, metering devices, intersection grade separations, and Intelligent Vehicle Highway 
Systems equipment or work involving the restriping of traffic lanes, medians and shoulders. 

Notwithstanding the other provisions of this section and without causing the occurrence of an Event of Default under 
the article of the Master Trust Agreement concerning events of defaults and remedies because of the violation of the 
covenant contained in this section, the Commission may take an action otherwise not permitted by the foregoing 
provisions of this section or fail to take an action otherwise required by the foregoing provisions of this section, if: 

(a) it first engages the Traffic Consultant to undertake a study, prepare a report and deliver such report 
to the Trustee, demonstrating the anticipated effect on Projected Revenues, determined as of the last investment grade 
traffic and revenue study prepared by the Traffic Consultant and filed on EMMA, on an annual basis to the maturity 
of the then Outstanding Obligations, of the action proposed to be taken by the Commission otherwise not permitted 
by the provisions of this section or the failure by the Commission to take an action otherwise required by the provisions 
of this section; and 
 
prior to the time the Commission commences to take such action or fails to take an action it deposits with the Trustee, 
in a special escrow account or fund to be held for such purposes, the amount, if any, shown by such report of the 
Traffic Consultant to be the amount by which Revenues are anticipated to be reduced by the action of the Commission 
otherwise not permitted by the provisions of this section or the failure of the Commission to take an action otherwise 
required by the provisions of this section. In computing the amount of the deposit under this subsection (b), the 
Commission may take into account investment earnings anticipated to be earned by the amount deposited if such 
amount is invested in Government Obligations and an independent accounting firm of national reputation certifies that 
the amount of the deposit, together with investment earnings on the Government Obligations, will produce in each 
annual period an amount equal to the amount by which the Traffic Consultant estimates that Revenues will be reduced 
in each of such annual periods as a result of the action proposed to be taken by the Commission otherwise not permitted 
by the provisions of this section or the failure by the Commission to take an action otherwise required by the provisions 
of this section. The Trustee shall transfer from the escrow account or fund to the Revenue Fund the amount in each 
annual period shown in the certificate of the independent accounting firm. 
 
Events of Default 
 
Each of the following events is hereby declared an "Event of Default," that is to say: If  
 

(a) subject to the last two (2) sentences of this section, the Commission shall default in the payment of 
the Principal or premium, if any, of any of the Obligations when the same shall become due and payable, either at 
maturity or otherwise; or  
 

(b) subject to the last two (2) sentences of this section, the Commission shall default in the payment of 
any installment of interest on any Obligation when the same shall become due and payable; or  
 

(c) any part of the System shall be destroyed or damaged to the extent of impairing its efficient operation 
and materially adversely affecting the Revenues, and shall not be promptly repaired, replaced or reconstructed 
(whether such failure promptly to repair, replace or reconstruct the same be due to the impracticability of such repair, 
replacement or reconstruction or to lack of funds therefor or for any other reason); or  
 

(d) judgment for the payment of money shall be rendered against the Commission if such judgment is 
under any circumstances payable from the Revenues and any such judgment shall not be discharged within ninety (90) 
days from the entry thereof or an appeal shall not be taken therefrom or from the order, decree or process upon which 
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or pursuant to which such judgment shall have been granted or entered, in such manner as to set aside or stay the 
execution of or levy under such judgment, decree or process or the enforcement thereof; or  
 

(e) an order or decree shall be entered, with the consent or acquiescence of the Commission, appointing 
a receiver or receivers of the System or any part thereof or of the Revenues, or if such order or decree, having been 
entered without the consent or acquiescence of the Commission, shall not be vacated or discharged or stayed within 
ninety (90) days after the entry thereof; or  
 

(f) any proceeding shall be instituted, with the consent or acquiescence of the Commission, for the 
purpose of effecting a composition between the Commission and its creditors or for the purpose of adjusting the claims 
of such creditors, pursuant to any federal or state statute now or hereafter enacted, if the claims of such creditors are 
under any circumstances payable from the Revenues; or  
 

(g) the Commission shall default in the due and punctual performance of any other of the covenants, 
conditions, agreements and provisions contained in the Obligations or in the Master Trust Agreement on the part of 
the Commission to be performed, and such default shall continue for sixty (60) days after written notice specifying 
such default and requiring same to be remedied shall have been given to the Commission by the Trustee, which may 
give such notice in its discretion and shall give such notice at the written request of the Owners of not less than ten 
percent (10%) in aggregate Principal amount of the Obligations then Outstanding; and the Trustee shall investigate 
and consider any allegation of such default; or  

 
(h) the Commission shall default in the due and punctual performance of any of the covenants, 

conditions, agreements and provisions contained in the Obligations or in the particular Supplemental Agreement with 
respect only to the Owners of the particular Obligations issued thereunder on the part of the Commission to be 
performed, and such default shall continue for sixty (60) days after written notice specifying such default and requiring 
same to be remedied shall have been given to the Commission by the Trustee, which may give such notice in its 
discretion and shall give such notice at the written request of the Owners of the particular Obligations issued under 
such Supplemental Agreement of not less than ten percent (10%) in aggregate Principal amount of such particular 
Obligations then Outstanding; and the Trustee shall investigate and consider any allegation of such default; or  
 

(i) the occurrence and continuance of an event of default by the Commission under a Credit Agreement; 
or 
 

(j) TxDOT or the Commission shall default in the due and punctual performance of any covenants, 
conditions, agreements and provisions contained in the Rate Covenant to be performed, and such default shall continue 
for sixty (60) days after written notice specifying such default and requiring same to be remedied shall have been 
given to TxDOT by the Trustee, which may give such notice in its discretion and the Trustee shall give such notice at 
the written request of the Owners of not less than ten percent (10%) in aggregate Principal amount of the Obligations 
then Outstanding; and the Trustee shall investigate and consider any allegation of such default; or 

 
(k) TxDOT or the Commission shall default in the due and punctual performance of any other of the 

covenants, conditions and agreements, to be performed, and such default shall continue for sixty (60) days after written 
notice specifying such default and requiring same to be remedied shall have been given to the Commission or TxDOT, 
as the case may be, by the Commission or by the Trustee, which may give such notice in its discretion and shall give 
such notice at the written request of the Owners of not less than ten percent (10%) in aggregate Principal amount of 
the Obligations then Outstanding; and the Trustee shall investigate and consider any allegation of such default. 
 
A payment default under section (a) or (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – 
Events of Default" with respect to a Second Tier Obligation or a Subordinate Tier Obligation shall not constitute an 
Event of Default with respect to First Tier Obligations.  A payment default under section (a) or (b) of "SUMMARY 
OF MASTER TRUST AGREEMENT PROVISIONS – Events of Default" with respect to a Subordinate Tier 
Obligation shall not constitute an Event of Default with respect to First Tier Obligations or Second Tier Obligations.  
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Enforcement of Remedies 
 
Upon the happening and continuance of any Event of Default specified in "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Events of Default," then and in every such case the Trustee may proceed, and upon 
the written request of the Owners of not less than twenty percent (20%) in aggregate Principal amount of the 
Obligations then Outstanding hereunder shall proceed, subject to the provisions of the Master Trust Agreement, to 
protect and enforce its rights and the rights of the Owners under State law and under the Master Trust Agreement by 
such suits, actions or special proceedings in equity or at law, or by proceedings in the office of any board or officer 
having jurisdiction, either for mandamus or the specific performance of any covenant or agreement contained herein 
or in aid or execution of any power herein granted or for the enforcement of any proper legal or equitable remedy, as 
the Trustee, being advised by counsel, shall deem most effectual to protect and enforce such rights.  Notwithstanding 
anything to the contrary contained in the Master Trust Agreement, acceleration of the Principal of or interest on the 
Obligations upon the occurrence of an Event of Default is not a remedy available under the Master Trust Agreement 
and in no event shall the Trustee, the Owners or other parties have the ability, upon the occurrence of an Event of 
Default, to declare immediately due and payable the Principal of or interest on the Obligations. 

 
In the enforcement of any remedy under the Master Trust Agreement the Trustee shall be entitled to sue for, enforce 
payment of and receive any and all amounts then or during any default becoming, and at any time remaining, due from 
the Commission for Principal, interest or otherwise under any of the provisions of the Master Trust Agreement or of 
the Obligations and unpaid, with interest on overdue payments at the rate or rates of interest borne by such Obligations, 
together with any and all costs and expenses of collection and of all proceedings hereunder and under such Obligations, 
without prejudice, to any other right or remedy of the Trustee or of the Owners, and to recover and enforce judgment 
or decree against the Commission, but solely as provided herein and in such Obligations, for any portion of such 
amounts remaining unpaid, with interest, costs and expenses, and to collect (but solely from moneys in the applicable 
Debt Service Fund and any other moneys available for such purposes) in any manner provided by law, the moneys 
adjudged or decreed to be payable. 

 
Pro Rata Application of Funds 
 
If an Event of Default specified in "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Events of 
Default" has occurred and is continuing and the moneys in the Revenue Fund, the First Tier Debt Service Fund, the 
Second Tier Debt Service Fund, the Subordinate Tier Debt Service Fund, the Rate Stabilization Fund, the General 
Reserve Fund, the Construction Fund or any other debt service funds established hereunder or under any Supplemental 
Agreement shall not be sufficient to pay the Principal of or the interest on the Obligations as the same become due 
and payable, such moneys, together with any moneys then available or thereafter becoming available for such purpose, 
whether through the exercise of the remedies provided for in the article of the Master Trust Agreement concerning 
events of defaults and remedies or otherwise, shall be applied (subject to the provisions of the Master Trust Agreement) 
as follows; provided, however, amounts on deposit in a fund or account (i) dedicated to the payment or security of the 
First Tier Obligations, the Second Tier Obligations or Subordinate Tier Obligations or (ii) constituting Additional 
Obligation Security for the benefit of one or more specific series of obligations shall not be applied as provided below 
but shall be used only for the purpose for which such deposits were made:  
 

(a) Unless the Principal of all the First Tier Obligations shall then be due and payable, all such moneys 
shall be applied first: to the payment to the Persons entitled thereto of all installments of interest then due on the First 
Tier Obligations, in the order of the maturity of the installments of such interest, and, if the amount available shall not 
be sufficient to pay in full any particular installment, then to the payment ratably, according to the amounts due on 
such installment, to the Persons entitled thereto, without any discrimination or preference except as to any difference 
in the respective rates of interest specified in the First Tier Obligations; and second:  to the payment of the Principal 
of any First Tier Obligations which have matured, and, if the amount available shall not be sufficient to pay all of such 
matured First Tier Obligations, then to the payment thereof ratably, according to the amount due; or if no First Tier 
Obligations have matured, to the retirement of First Tier Obligations in accordance with the provisions of section (a) 
of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Application of Moneys in Reserve 
Accounts." 
 

(b) If the Principal of all the First Tier Obligations shall then be due and payable, all such moneys shall 
be applied to the payment of the Principal and interest then due and unpaid upon the First Tier Obligations, without 
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preference or priority of Principal over interest or of interest over Principal, or of any installment of interest over any 
other installment of interest, or of any First Tier Obligation over any other First Tier Obligation, ratably, according to 
the amounts due respectively for Principal and interest, to the Persons entitled thereto without any discrimination or 
preference except as to any difference in the respective rates of interest specified in the First Tier Obligations. 
 

(c) If there is no default existing in the payment of the Principal of, premium, if any, or interest on the 
First Tier Obligations but the Principal of, premium, if any, or interest on Second Tier Obligations has not been paid 
when due, unless the Principal of all the Second Tier Obligations shall then be due and payable, all such moneys shall 
be applied first:  to the payment to the Persons entitled thereto of all installments of interest then due on the Second 
Tier Obligations, in the order of the maturity of the installments of such interest, and, if the amount available shall not 
be sufficient to pay in full any particular installment, then to the payment ratably, according to the amounts due on 
such installment, to the Persons entitled thereto, without any discrimination or preference except as to any difference 
in the respective rates of interest specified in the Second Tier Obligations; and second:  to the payment of the Principal 
of any Second Tier Obligations which have matured, and, if the amount available shall not be sufficient to pay all of 
such matured Second Tier Obligations, then to the payment thereof ratably, according to the amount due; or if no 
Second Tier Obligations have matured, to the retirement of Second Tier Obligations in accordance with the provisions 
of section (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Application of Moneys in 
Reserve Accounts." 
 

(d) If there is no default existing in the payment of the Principal of, premium, if any, or interest on the 
First Tier Obligations, but the Principal of all the Second Tier Obligations shall then be due and payable, all such 
moneys shall be applied to the payment of the Principal and interest then due and unpaid upon the Second Tier 
Obligations, without preference or priority of Principal over interest or of interest over Principal, or of any installment 
of interest over any other installment of interest, or of any Second Tier Obligation over any other Second Tier 
Obligation, ratably, according to the amounts due respectively for Principal and interest, to the Persons entitled thereto 
without any discrimination or preference except as to any difference in the respective rates of interest specified in the 
Second Tier Obligations. 

 
(e) If there is no default existing in the payment of the Principal of, premium, if any, or interest on the 

First Tier Obligations and Second Tier Obligations but the Principal of, premium, if any, or interest on Subordinate 
Tier Obligations has not been paid when due, unless the Principal of all the Subordinate Tier Obligations shall then 
be due and payable, all such moneys shall be applied first:  to the payment to the Persons entitled thereto of all 
installments of interest then due on the Subordinate Tier Obligations, in the order of priority established in the 
Supplemental Agreement entered into in conjunction with the issuance of such Subordinate Tier Obligations, and 
within a class of Subordinate Tier Obligations, in the order of the maturity of the installments of such interest, and, if 
the amount available shall not be sufficient to pay in full any particular installment, then to the payment ratably, 
according to the amounts due on such installment, to the Persons entitled thereto, without any discrimination or 
preference within a class of Subordinate Tier Obligations except as to any difference in the respective rates of interest 
specified in the Subordinate Tier Obligations; and second:  to the payment of the Principal of any Subordinate Tier 
Obligations, in the order of priority established in the Supplemental Agreement entered into in conjunction with the 
issuance of such Subordinate Tier Obligations, which have matured, and, if the amount available shall not be sufficient 
to pay all of such matured Subordinate Tier Obligations within such class, then to the payment thereof ratably, 
according to the amount due; or if no Subordinate Tier Obligations have matured, to the retirement of Subordinate 
Tier Obligations in accordance with the provisions of section (c) of "SUMMARY OF MASTER TRUST 
AGREEMENT PROVISIONS – Application of Moneys in Reserve Accounts" and the applicable Supplemental 
Agreements executed and delivered in conjunction with the issuance of such Subordinate Tier Obligations. 
 

(f) If there is no default existing in the payment of the Principal of, premium, if any, or interest on the 
First Tier Obligations and Second Tier Obligations, but the Principal of all the Subordinate Tier Obligations shall then 
be due and payable, all such moneys shall be applied to the payment of the Principal and interest then due and unpaid 
upon the Subordinate Tier Obligations of each class, in the order of priority established in the Supplemental Agreement 
entered into in conjunction with the issuance of such Subordinate Tier Obligations, without preference or priority of 
Principal over interest or of interest over Principal, or of any installment of interest over any other installment of 
interest, or of any Subordinate Tier Obligation over any other Subordinate Tier Obligation within the same class, 
ratably, according to the amounts due respectively for Principal and interest, to the Persons entitled thereto without 
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any discrimination or preference except as to any difference in the respective rates of interest specified in the 
Subordinate Tier Obligations. 

 
Whenever moneys are to be applied by the Trustee pursuant to the provisions of this section, such moneys shall be 
applied by the Trustee at such times, and from time to time, as the Trustee in its sole discretion shall determine, having 
due regard to the amount of such moneys available for application and the likelihood of additional moneys becoming 
available for such application in the future; the deposit of such moneys with the Trustee, or otherwise setting aside 
such moneys, in trust for the proper purpose shall constitute proper application by the Trustee; and the Trustee shall 
incur no liability whatsoever to the Commission, to any Owner or to any other Person for any delay in applying any 
such moneys, so long as the Trustee acts with reasonable diligence, having due regard to the circumstances, and 
ultimately applies the same in accordance with such provisions of the Master Trust Agreement as may be applicable 
at the time of application by the Trustee.  Whenever the Trustee shall exercise such discretion in applying such moneys, 
it shall fix the date (which shall be an interest payment date unless the Trustee shall deem another date more suitable) 
upon which such application is to be made and upon such date interest on the amounts of Principal to be paid on such 
date shall cease to accrue.  The Trustee shall give such notice as it may deem appropriate of the fixing of any such 
date.  
 
Effect of Discontinuance of Proceedings 
 
In case any action taken by the Trustee on account of any default hereunder shall have been discontinued or abandoned 
for any reason, then and in every such case the Commission, the Trustee and the Owners shall be restored to their 
former positions and rights hereunder, respectively, and all rights, remedies, powers and duties of the Trustee shall 
continue as though no such action had been taken. 

 
Majority of Owners May Control Proceedings 
 
Anything in the Master Trust Agreement to the contrary notwithstanding but subject to of "SUMMARY OF MASTER 
TRUST AGREEMENT PROVISIONS – Bond Insurer's Rights," the Owners of not less than a majority in aggregate 
Principal amount of the First Tier Obligations then Outstanding hereunder (or, if no First Tier Obligations are then 
Outstanding, then the Owners of not less than a majority in aggregate Principal amount of the Second Tier Obligations 
then Outstanding, or, if no First Tier Obligations or Second Tier Obligations are then Outstanding, then the Owners 
of not less than a majority in aggregate Principal amount of the Subordinate Tier Obligations then Outstanding) shall 
have the right, subject to the provisions of the Master Trust Agreement, by an instrument or concurrent instruments in 
writing executed and delivered to the Trustee, to direct the method and place of conducting all remedial actions to be 
taken by the Trustee hereunder, provided that such direction shall not be otherwise than in accordance with law or the 
provisions of the Master Trust Agreement, and that the Trustee shall have the right to decline to follow any such 
direction which in the opinion of the Trustee, subject to the Master Trust Agreement, would be unjustly prejudicial to 
Owners not parties to such direction. 
 
Restrictions upon Action by Individual Owner 
 
No Owner of any of the Outstanding Obligations shall have any right to institute any suit, action, mandamus or other 
proceeding in equity or at law for the execution of any trust hereunder or the protection or enforcement of any right 
under the Master Trust Agreement or any order of the Commission authorizing the issuance of Obligations, or any 
right under State law including Chapter 228, Transportation Code, excepting only an action for the recovery of overdue 
and unpaid Principal, interest or redemption premium, unless such Owner previously shall have given to the Trustee 
written notice of the Event of Default or breach of trust or duty on account of which such suit or action is to be taken, 
and unless the Owners of not less than twenty percent (20%) in aggregate Principal amount of the Obligations then 
Outstanding shall have made written request of the Trustee after the right to exercise such powers or right of action, 
as the case may be, shall have accrued, and shall have afforded the Trustee a reasonable opportunity either to proceed 
to exercise the powers herein granted or granted by State law including Chapter 228, Transportation Code, or to 
institute such action, suit or proceeding in its or their name, and unless, also, there shall have been provided to the 
Trustee reasonable security and indemnity satisfactory to it against the costs, expenses and liabilities to be incurred 
therein or thereby, and the Trustee shall have refused or neglected to comply with such request within a reasonable 
time; and such notification, request and provision of indemnity are hereby declared in every such case, at the option 
of the Trustee, to be conditions precedent to the execution of the powers and trusts of the Master Trust Agreement or 
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for any other remedy hereunder or under State law including Chapter 228, Transportation Code.  It is understood and 
intended that no one or more Owners of the Obligations hereby secured shall have any right in any manner whatsoever 
by his or their action to affect, disturb or prejudice the security of the Master Trust Agreement, or to enforce any right 
hereunder or under State law including Chapter 228, Transportation Code with respect to the Obligations or the Master 
Trust Agreement, except in the manner herein provided, and that all proceedings at law or in equity shall be instituted, 
had and maintained in the manner herein provided and for the benefit of all Owners of the Outstanding Obligations, 
except as otherwise permitted herein with reference to over-due and unpaid Principal, interest or redemption premium. 

 
Actions by Trustee 
 
All rights of action under the Master Trust Agreement or under any of the Obligations or under the Rate Covenant 
enforceable by the Trustee, may be enforced by it without the possession of any of the Obligations or the production 
thereof on the trial or other proceeding relative thereto, and any such suit, action or proceeding instituted by the Trustee 
shall be brought in its name for the benefit of all the Owners of such Obligations, subject to the provisions of the 
Master Trust Agreement. 

 
No Remedy Exclusive 
 
No remedy conferred upon or reserved to the Trustee or to the Owners of the Obligations is intended to be exclusive 
of any other remedy or remedies, and each and every such remedy shall be cumulative and shall be in addition to every 
other remedy given hereunder or now or hereafter existing at law or in equity or by statute. 

 
No Delay or Omission Construed to be a Waiver; Repeated Exercise of Powers and Remedies; Waiver of 
Default.   

 
No delay or omission of the Trustee or of any Owner of the Obligations to exercise any right or power accruing upon 
any default shall impair any such right or power or shall be construed to be a waiver of any such default or any 
acquiescence therein; and every power and remedy given by the Master Trust Agreement to the Trustee and the 
Owners of the Obligations, respectively, may be exercised from time to time and as often as may be deemed expedient. 
The Trustee may, and upon written request of the Owners of not less than a majority in aggregate Principal amount of 
all the Obligations then Outstanding shall, waive any default which in its opinion shall have been remedied before the 
completion of the enforcement of any remedy under the Master Trust Agreement, but no such waiver shall extend to 
or affect any other existing or any subsequent default or defaults or impair any rights or remedies consequent thereon. 
 
Notice of Default 
 
The Trustee shall mail to each Bond Insurer of record, and each Owner of record written notice of the occurrence of 
any Event of Default set forth in of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Events of 
Default," within thirty (30) days after the Trustee has knowledge of any such Event of Default.  If in any Fiscal Year 
the total amount of deposits to the Debt Service Funds shall be less than the amounts required so to be deposited under 
the provisions of the Master Trust Agreement, after taking in account all transfers from other funds herein, the Trustee, 
on or before the first day of the second month of the next succeeding Fiscal Year, shall mail to each Bond Insurer of 
record, and all Owners of record written notice of the failure to make such deposits.  The Trustee shall not, however, 
be subject to any liability to any Bond Insurer or Owner by reason of its failure to mail any notice required by this 
section. 

 
Bond Insurer's Rights 
 
Notwithstanding any other provisions of the article within the Master Trust Agreement concerning events of default 
and remedies, if there has been filed with the Trustee a Bond Insurance Policy, or a certified copy thereof, with respect 
to any Obligation, provided the Bond Insurer is not in default under such Bond Insurance Policy, the Bond Insurer 
shall be entitled (i) upon the occurrence and continuance of any Event of Default, to exercise, control and direct the 
enforcement of all rights and remedies under the Master Trust Agreement granted to the Owners of Obligations entitled 
to the benefit of such Bond Insurance Policy or the Trustee for the benefit of such Owners under the Master Trust 
Agreement and direct the Trustee to take any actions in connection therewith and (ii) to grant any consent, direction 
or approval or take any action expressly permitted by or required under the Master Trust Agreement to be granted or 
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taken by the Owners of Obligations entitled to the benefit of such Bond Insurance Policy, except with respect to the 
Unanimous Voting Matters.  In such event, the Bond Insurer shall be deemed to be the Owner of Obligations entitled 
to the benefit of the related Bond Insurance Policy for such purpose.  Any Bond Insurer under a Bond Insurance 
Policy, or certified copy thereof, which has been filed with the Trustee and is then in effect shall, for all purposes of 
the Master Trust Agreement, constitute and may be called a Bond Insurer of record. 
 
Release of Master Trust Agreement   

 
(a)  If the whole amount of the Principal and the interest and the premium, if any, due or to become due 

and payable upon all of the Obligations then Outstanding shall be paid or sufficient funds shall be held by the Trustee 
for such purpose, and provision shall also be made for paying all other sums payable hereunder by the Commission, 
and if any Obligations to be redeemed prior to maturity shall have been duly called for redemption or irrevocable 
instructions to call such Obligations for redemption shall have been given by the Commission to the Trustee, then and 
in that case the right, title and interest of the Trustee herein shall thereupon cease, determine and become void, 
provided that the sufficiency of the above funds held by the Trustee for such purpose must be verified in a report 
which must be obtained by the Trustee from an independent nationally recognized certified public accounting firm.  
The Trustee in such case, on demand of the Commission, shall release the Master Trust Agreement and shall execute 
such documents to evidence such release as may be reasonably required by the Commission, and shall turn over to the 
Commission all balances remaining in all funds and accounts created by the Master Trust Agreement, other than funds 
held for redemption or payment of Obligations or interest and the premium, if any, thereon; otherwise the Master Trust 
Agreement shall be, continue and remain in full force and effect. 

 
(b) Any Obligation shall be deemed to be paid and no longer Outstanding within the meaning of the 

Master Trust Agreement (a "Defeased Debt"), particularly the article within the Master Trust Agreement concerning 
defeasance, and any applicable Supplemental Agreement, when payment of the Principal of, redemption premium, if 
any, on such Defeased Debt, plus interest thereon to the due date thereof and, in the case of an Obligation bearing 
interest at Variable Rates, at the lesser of the maximum rate allowed by law or provided in such Obligation (whether 
such due date be by reason of maturity, upon redemption, mandatory or optional tender, or otherwise), either (i) shall 
have been made in accordance with the terms thereof, or (ii) shall have been provided by irrevocably depositing with 
the Trustee, in trust, and irrevocably set aside exclusively for such payment, (1) money sufficient to make such 
payment or (2) Government Obligations, as defined hereinafter in this section, certified by an independent public 
accounting firm of national reputation to mature as to Principal and interest in such amount and at such times as will 
ensure the availability, without reinvestment, of sufficient money to make such payment, and all necessary and proper 
fees, compensation, and expenses of the Trustee and the Paying Agent pertaining to such Defeased Debt with respect 
to which such deposit is made shall have been paid or the payment thereof provided for to the satisfaction of the 
Trustee.  At such time as a Defeased Debt shall be deemed to be paid hereunder, it shall no longer be secured by or 
entitled to the benefits of the Master Trust Agreement except for the purposes of any such payment from such money 
or Government Obligations. 

 
(c) Any moneys so deposited with the Trustee may at the direction of the Commission also be invested 

in Government Obligations, maturing in the amounts and times as hereinbefore set forth, and all income from all 
Government Obligations in the hands of the Trustee pursuant to this section which is not required for the payment of 
the Obligations, the redemption premium, if any, and interest thereon, with respect to which such money has been so 
deposited, shall be turned over to the Commission. 

 
(d) The Commission hereby covenants that it will not instruct the Trustee to deposit any funds under 

clause (ii) of section (b) of "SUMMARY OF MASTER TRUST AGREEMENT PROVISIONS – Release of Master 
Trust Agreement" or direct the use of any such deposit which would cause any Tax-Exempt Obligations to be treated 
as "arbitrage bonds" within the meaning of Section 148 of the Code. 

 
(e) For the purpose of this section, the term "Government Obligations" shall mean (i) direct, noncallable 

obligations of the United States of America, including obligations that are unconditionally guaranteed by the United 
States of America, (ii) noncallable obligations of an agency or instrumentality of the United States of America, 
including obligations that are unconditionally guaranteed or insured by the agency or instrumentality and that, on the 
date of the purchase thereof are rated as to investment quality by a nationally recognized investment rating firm not 
less than "AAA" or its equivalent, (iii) noncallable obligations of a state or an agency or a county, municipality, or 
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other political subdivision of a state that have been refunded and that, on the date the Commission adopts or approves 
the proceedings authorizing the financial arrangements are rated as to investment quality by a nationally recognized 
investment rating firm not less than "AAA" or its equivalent and (iv) any other then authorized securities or obligations 
under applicable State law that may be used to defease obligations such as the Obligations. 

 
(f) Any determination not to redeem Defeased Debt that is made in conjunction with the payment 

arrangements specified above in (b)(i) or (ii) shall not be irrevocable, provided that:  (1) in the proceedings providing 
for such defeasance, the Commission expressly reserves the right to call the Defeased Debt for redemption; (2) the 
Commission gives notice of the reservation of that right to the Owners of the Defeased Debt immediately following 
the defeasance; (3) the Commission directs that notice of the reservation be included in any defeasance or redemption 
notices that it authorizes; and (4) at or prior to the time of the redemption, the Commission satisfies the conditions of 
subsection (b) with respect to such Defeased Debt as though it was being defeased at the time of the exercise of the 
option to redeem the Defeased Debt, after taking the redemption into account in determining the sufficiency of the 
provisions made for the payment of the Defeased Debt. 
 

SUMMARY OF FIRST SUPPLEMENTAL AGREEMENT PROVISIONS 
 
Provisions Related to First Tier Reserve Accounts 
 
An amount from the proceeds of each series of the First Tier Obligations will be used to initially fund the First Tier 
Reserve Requirement for each series of the First Tier Obligations, respectively. 
 
When and for so long as the cash, investments and Reserve Surety Agreement in the First Tier Reserve Account for a 
series of First Tier Obligations equal the First Tier Reserve Requirement for such series, no deposits need be made to 
the credit of such First Tier Reserve Account; but, if and when any First Tier Reserve Account at any time contains 
less than the applicable First Tier Reserve Requirement, the Commission covenants and agrees that the Commission 
shall cure the deficiency in such First Tier Reserve Account by resuming deposits into such First Tier Reserve Account 
in amounts equal to not less than 1/36th of the respective applicable First Tier Reserve Requirement until the balance 
on deposit in such First Tier Reserve Account has been fully restored to the applicable First Tier Reserve Requirement.  
Earnings and income derived from the investment of amounts held for the credit of a First Tier Reserve Account shall 
be retained in such First Tier Reserve Account until such First Tier Reserve Account contains the applicable First Tier 
Reserve Requirement; thereafter, such earnings and income shall, at the option of the Commission, be deposited into 
the First Tier Interest Account or the First Tier Redemption Account for the applicable Series. 
 
Notwithstanding anything in this First Supplemental Agreement to the contrary, if more than one Series of First Tier 
Obligations is issued as Tax-Exempt Obligations, such Series, as well as any later issued First Tier Obligations issued 
as Tax-Exempt Obligations that are so designated to be secured by such reserve, may have one common First Tier 
Reserve Account.  Likewise, if more than one Series of First Tier Obligations is issued as Taxable Obligations, such 
Series, as well as any later issued First Tier Obligations issued as Taxable Exempt Obligations that are so designated 
to be secured by such reserve, may have one common First Tier Reserve Account. 
 
A Reserve Surety Agreement issued in an amount equal to all or part of the First Tier Reserve Requirement may be 
used in lieu of depositing cash into the First Tier Reserve Accounts.  In addition, a Reserve Surety Agreement may be 
substituted for monies and investments in the First Tier Reserve Accounts if the substitution of the Reserve Surety 
Agreement will not, in and of itself, cause any ratings then assigned to the respective series of First Tier Obligations 
by any Rating Agency then maintain a rating on such First Tier Obligation, to be lowered, the Reserve Surety 
Agreement is approved by the Texas Attorney General, if then required by State law, and the resolution authorizing 
the substitution of the Reserve Surety Agreement for all or part of the First Tier Reserve Requirement contains a 
finding that such substitution is cost effective.   
 
If (i) the long-term, unsecured credit rating of the issuer of the Reserve Surety Agreement falls below the third highest 
generic rating category (i.e., "A"), without qualifiers, by any Rating Agency then maintain a rating on such First Tier 
Obligations, (ii) the issuer of the Reserve Surety Agreement defaults in its payment obligations thereunder, or (iii) the 
issuer of the Reserve Surety Agreement becomes insolvent, the Commission shall within 36 months of such occurrence 
either, only to the extent Revenues of the System are available, (A) deposit into the respective First Tier Reserve 
Accounts an amount sufficient to cause the cash and investments on deposit therein to accumulate to the First Tier 
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Reserve Requirement, or (B) replace such instrument with a Reserve Surety Agreement meeting the requirements of 
this section.  Upon replacement, the Commission may terminate the existing Reserve Surety Agreement.  Any cash 
released from the First Tier Reserve Accounts as a result of deposit of a Reserve Surety Agreement may be used for 
any purpose authorized by the Trust Agreement, as instructed in writing to the Trustee by a Commission 
Representative and subject to receipt by the Commission and the Trustee of an opinion of Bond Counsel that such use 
will not adversely effect the tax-exempt status of such First Tier Obligations and is permitted by State law. 
 
Supplemental Agreements Without Owners' Consent 
 
Subject to the Master Trust Agreement and as otherwise provided in this First Supplemental Agreement, the 
Commission and the Trustee may from time to time and at any time enter into Supplemental Agreements, without the 
consent of or notice to any Owner of the Obligations, to effect any one or more of the following: 
 
 (a) cure any ambiguity, defect or omission or correct any provision in this First Supplemental 
Agreement; 
 (b) grant to or confer upon the Trustee for the benefit of the Owners of the Obligations any additional 
rights, remedies, powers, authority or security that may lawfully be granted to or conferred upon the Owners of the 
Obligations or the Trustee which are not contrary to or inconsistent with the Master Trust Agreement and this First 
Supplemental Agreement as then in effect or to subject to the pledge and lien of this First Supplemental Agreement 
additional revenues, properties or collateral, including Government Obligations; 
 (c) add to the covenants and agreements of the Commission in this First Supplemental Agreement other 
covenants and agreements thereafter to be observed by the Commission or to surrender any right or power herein 
reserved to or conferred upon the Commission which are not contrary to or inconsistent with the Master Trust 
Agreement and this First Supplemental Agreement as then in effect; 
 (d) permit the appointment of a co-trustee under this First Supplemental Agreement; 
 (e) modify, alter, supplement or amend this First Supplemental Agreement in such manner as shall 
permit the qualification of this First Supplemental Agreement, if required, under the Trust Agreement Act of 1939, 
the Securities Act of 1933 or any similar federal statute hereafter in effect; 
 (f) make any other change herein that is determined by the Commission not to be materially adverse to 
the interests of the Owners of the Obligations, including changes or amendments requested by any Rating Agency as 
a condition to the issuance or maintenance of a rating or requested by the Texas Attorney General's office as a 
condition to the approval of any Obligations; or 
 (g) if all the Obligations are Book-Entry Obligations, amend, modify, alter or replace any Letter of 
Representations or other provisions relating to Book-Entry Obligations. 
The Trustee shall not be obligated to enter into any such Supplemental Agreement that adversely affects the Trustee's 
own rights, duties or immunities under this First Supplemental Agreement. 
 
Notice of any amendment pursuant to this section shall be sent to the Rating Agencies then maintaining a rating on 
the Obligations. 
 
Supplemental Agreements Requiring Owners' Consent 
 
Subject to the Master Trust Agreement, the Commission and the Trustee, at any time and from time to time, may 
execute and deliver a Supplemental Agreement for the purpose of making any modification or amendment to this First 
Supplemental Agreement, but only with the written consent, given as provided in "SUMMARY OF FIRST 
SUPPLEMENTAL AGREEMENT PROVISIONS – Consent of Owners and Opinions," of the Owners of at least a 
majority in aggregate principal amount of the Obligations Outstanding at the time such consent is given, and in case 
less than all of the Obligations then Outstanding are affected by the modification or amendment, of the Owners of at 
least a majority in aggregate principal amount of the Obligations so affected and Outstanding at the time such consent 
is given; provided, however, that if such modification or amendment will, by its terms, not take effect so long as any 
Obligations so affected remain Outstanding, the consent of the Owners of such Obligations shall not be required and 
such Obligations shall not be deemed to be Outstanding for the purpose of any calculation of Outstanding Obligations 
under this section. Notwithstanding the foregoing, no modification or amendment contained in any such Supplemental 
Agreement shall permit any of the following, without the consent of each Owner of the Obligations whose rights are 
affected thereby: 
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 (a) a change in the terms of stated maturity or redemption of any Obligation or of any installment of 
interest thereon; 
 (b) a reduction in the principal amount of or redemption premium on any Obligation or in the rate of 
interest thereon or a change in the coin or currency in which such Obligation is payable; 
 (c) the creation of a lien on or a pledge of any part of the Trust Estate which has priority over or parity 
with (to the extent not permitted hereunder) the lien or pledge granted to the Owners of the Obligations hereunder (but 
this provision shall not apply to the release of any part of the Trust Estate as opposed to the creation of a prior or parity 
lien or pledge); 
 (d) the granting of a preference or priority of any Obligation over any other Obligation, except to the 
extent permitted herein; 
 (e) a reduction in the aggregate principal amount of Obligations of which the consent of the Owners is 
required to effect any such modification or amendment; or 
 (f) any provision which requires the consent of each Owner of the Obligations. 
Notwithstanding the foregoing, the Owner of any Obligation may extend the time for payment of the principal of or 
interest on such Obligation; provided, however, that upon the occurrence of an Event of Default, funds available 
hereunder for the payment of the principal of and interest on such Obligations shall not be applied to any payment so 
extended until all principal and interest payments which have not been extended have first been paid in full.  Notice 
of any Supplemental Agreement executed pursuant to this section shall be given to the Owners of the Obligations 
promptly following the execution thereof. 
 
Notice of any amendment pursuant to this section shall be sent to the Rating Agencies then maintaining a rating on 
the Obligations. 
 
Consents of Owners and Opinions  
 
Each Supplemental Agreement executed and delivered pursuant to the provisions of "SUMMARY OF FIRST 
SUPPLEMENTAL AGREEMENT PROVISIONS – Supplemental Agreements Requiring Owners' Consent" shall 
take effect only when and as provided in this section.  A copy of such Supplemental Agreement (or brief summary 
thereof or reference thereto in form approved by the Trustee), together with a request to Owners of the Obligations 
for their consent thereto in form satisfactory to the Trustee, shall be sent by the Trustee to Owners of the Obligations, 
at the expense of the Commission, by first class mail, postage prepaid, provided that a failure to mail such request 
shall not affect the validity of the Supplemental Agreement when consented to as provided hereinafter.  Such 
Supplemental Agreement shall not be effective unless and until there shall have been filed with the Trustee the written 
consents of Owners of the Obligations of the percentage of Obligations specified in "SUMMARY OF FIRST 
SUPPLEMENTAL AGREEMENT PROVISIONS – Supplemental Agreements Requiring Owners' Consent" given 
as provided in the Master Trust Agreement.  Any such consent shall be binding upon the Owner giving such consent 
and upon any subsequent Owner of such Obligations and of any Obligations issued in exchange therefor or in lieu 
thereof (whether or not such subsequent Owner has notice thereof), unless such consent is revoked in writing by the 
Owner giving such consent or a subsequent Owner of such Obligations by filing such revocation with the Trustee 
prior to the date the Trustee receives the material required in subsections (a) and (b) of this section. 
 
Effect of Supplemental Agreements 
Upon the execution and delivery of any Supplemental Agreement under the Master Trust Agreement, the First 
Supplemental Agreement shall be modified in accordance therewith, and such Supplemental Agreement shall form a 
part of the First Supplemental Agreement for all purposes; and every Owner of any Obligation theretofore or thereafter 
authenticated and delivered hereunder shall be bound thereby. 
 
Law and Place of Enforcement of this First Supplemental Agreement  
 
The First Supplemental Agreement shall be construed and interpreted in accordance with the laws of the State.  All 
suits and actions arising out of this First Supplemental Agreement shall be instituted in a court of competent 
jurisdiction in the State.  
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Notices to Rating Agencies and Bond Insurer 
 
The Trustee, or the Commission in the event of the resignation of the Trustee, shall send to the Rating Agencies, if 
any, notice of (i) a change of the Trustee, (ii) material changes to the First Supplemental Agreement, the Master Trust 
Agreement or a Credit Agreement, (iii) expiration, termination, substitution, or extension of a Credit Agreement, (iv) 
redemption or defeasance of the Obligations and (v) Events of Default under the Master Trust Agreement or a Credit 
Agreement.  The Trustee shall also provide to the Rating Agencies any other information that they may reasonably 
request to maintain a rating on a Series of the Obligations.  The Bond Insurer, if any, shall receive such notices as 
required by their commitment or other agreement. 
 
Sovereign Immunity 
 
THE COMMISSION HAS NOT WAIVED SOVEREIGN IMMUNITY FROM SUIT FOR THE PURPOSE OF 
ADJUDICATING A CLAIM TO ENFORCE THE OBLIGATIONS OR FOR DAMAGES FOR BREACH OF THE 
OBLIGATIONS. 
 
 

 



 

   

[THIS PAGE INTENTIONALLY LEFT BLANK] 

 



 

  

APPENDIX D 
 

ENGINEERING REPORT 

(ATTACHED) 

 



 

   

[THIS PAGE INTENTIONALLY LEFT BLANK] 

 



 
 

 
 
 
  

 

SH 249 
ENGINEER’S REPORT 

 
Montgomery and Grimes 

Counties, Texas 

Prepared For 
 
Texas Department of Transportation 

BGE, Inc.
General Engineering Consultant 

January 2019 



 

   

[THIS PAGE INTENTIONALLY LEFT BLANK] 

 



SH 249 Engineer’s Report 
 

Page iii 

TABLE OF CONTENTS 
List of Figures ................................................................................................................................. v 

List of Tables .................................................................................................................................. v 

Acronyms and Abbreviations ........................................................................................................ vi 
Executive Summary ..................................................................................................................... viii 
Overview ......................................................................................................................................... 1 

Project Description .......................................................................................................................... 3 

Adjacent Expansion of SH 249 ................................................................................................... 3 

Future Improvements of the Project ............................................................................................ 5 

Project Team ................................................................................................................................ 5 

Design-Build Contract .................................................................................................................... 7 

Schedule ........................................................................................................................................ 11 

Design Standards .......................................................................................................................... 14 

Roadway .................................................................................................................................... 14 

Pavement ................................................................................................................................... 14 

Bridge and Wall Structures ........................................................................................................ 15 

Drainage..................................................................................................................................... 15 

Illumination ............................................................................................................................... 15 

Traffic Items .............................................................................................................................. 16 

Intelligent Transportation Systems (ITS) .................................................................................. 17 

Closed Circuit Television (CCTV) ............................................................................................ 18 

Dynamic Message Signs (DMS) ............................................................................................... 18 

Vehicle Detection ...................................................................................................................... 18 

Aesthetics and Landscape .......................................................................................................... 18 

Right-of-Way ................................................................................................................................ 20 

Utilities .......................................................................................................................................... 23 

Environmental Considerations and Public Involvement............................................................... 25 

Study Area ................................................................................................................................. 25 

Toll Collection System ................................................................................................................. 28 

Toll Gantry Locations ................................................................................................................ 28 

Design of the Electronic Toll Collection System (ETCS) ......................................................... 28 

Construction of the ETCS.......................................................................................................... 28 

Toll Collection ........................................................................................................................... 28 

Project Cost Estimates .................................................................................................................. 32 

Operations and Maintenance ......................................................................................................... 35 



SH 249 Engineer’s Report 
 

Page iv 

Operations and Maintenance of Project Roadway Elements ..................................................... 35 

CMA Terms and Options .................................................................................................................... 35 

Maintenance Responsibility of DB Contractor with CMA ................................................................. 36 

Maintenance Responsibility of TxDOT with CMA ............................................................................ 37 

CMA Limits ........................................................................................................................................ 37 

Maintenance Management Plan (MMP) ............................................................................................. 38 

Routine Maintenance Work ................................................................................................................ 38 

Renewal Maintenance Work ............................................................................................................... 38 

Maintenance of the Project After Expiration of CMA ........................................................................ 39 

Roadway Operations and Maintenance Cost Estimate ....................................................................... 39 

Operations and Maintenance of the Project Toll Elements ....................................................... 41 

Toll Collection Operations & Maintenance Cost Estimates ............................................................... 42 

Project Risk Assessment ............................................................................................................... 44 

APPENDIX A ............................................................................................................................... 47 

APPENDIX B ............................................................................................................................... 49 

APPENDIX C ............................................................................................................................... 52 

APPENDIX D ............................................................................................................................... 57 

APPENDIX E ............................................................................................................................... 62 

APPENDIX F................................................................................................................................ 63 

 
  



SH 249 Engineer’s Report 
 

Page v 

LIST OF FIGURES 
Figure 1 - Project Location Map ..................................................................................................... 2 
Figure 2 - SH 249 Extension Segments 1 - 5 .................................................................................. 4 
Figure 3 - Toll Gantry Location Layout ....................................................................................... 31 
Figure 4 - Segment 1A Typical Section ........................................................................................ 47 
Figure 5 - Segment 1B Typical Section ........................................................................................ 48 

LIST OF TABLES 
 
Table 1 - Daily Liquidated Damages Amount Table ...................................................................... 8 
Table 2 - Schedule of Project Milestones ..................................................................................... 12 
Table 3 - Right-of-Way Acquisition Status .................................................................................. 21 
Table 4 - Number of Utility Relocation by Type for the System ................................................. 23 
Table 5 - Estimated Total Project Cost Summary ........................................................................ 33 
Table 6 - Project Operations & Maintenance Costs ...................................................................... 41 
Table 7 - Toll Collection Operations & Maintenance Costs ......................................................... 43 
Table 8 - Segment 1 CMA Price ................................................................................................... 62 
Table 9 - Project Risk Events........................................................................................................ 63 

  



SH 249 Engineer’s Report 
 

Page vi 

ACRONYMS AND ABBREVIATIONS 
AASHTO American Association of State Highway and Transportation Officials 
ABVP Apparent Best Value Proposer 
AVI Automatic Vehicle Identification 
BS Business State Highway 
CCTV Closed-Circuit Television 
CEPP Comprehensive Environmental Protection Program 
CMA Capital Maintenance Agreement 
CRCP Continuously Reinforced Concrete Pavement 
DB Design-Build 
DBA 
DEIS 

Design-Build Agreement 
Draft Environmental Impact Statement 

DMS Dynamic Message Signs 
EIS Environmental Impact Statement 
ESA Environmental Site Assessment 
ETCS Electronic Toll Collection System 
FEIS Final Environmental Impact Statement 
FEMA Federal Emergency Management Agency 
FHWA Federal Highway Administration 
FM Farm to Market Road 
GEC General Engineering Consultant 
HCTRA Harris County Toll Road Authority 
IH Interstate Highway 
ITS Intelligent Transportation Systems 
LED 
LPST 
LRFD 

Light Emitting Diode 
Leaking Petroleum Storage Tank 
Load and Resistance Factor Design 

MAPO Meeting with Affected Property Owners 
MCTRA 
Mph 

Montgomery County Toll Road Authority 
miles per hour 

NEPA National Environmental Policy Act  
NTP Notice to Proceed 
NWP Nationwide Permit 
PDA 
PICP 

Project Development Agreement 
Public Information and Communications Plan 

PST 
RFP 

Petroleum Storage Tank 
Request for Proposals 

RFQ 
RID 

Request for Qualifications 
Reference Information Documents 

ROD Record of Decision 
ROW Right of Way 
SH State Highway 
SI Systems Integrator 
SUE Subsurface Utility Engineering 
SW3P Storm Water Pollution Prevention Plan 
TCEQ Texas Commission on Environmental Quality 
TMC Traffic Management Center 



SH 249 Engineer’s Report 
 

Page vii 

TMUTCD Texas Manual on Uniform Traffic Control Devices 
TOD Toll Operations Division (of TxDOT) 
TP 
TxDOT 

Technical Provisions 
Texas Department of Transportation 

UPRR Union Pacific Railroad 
USACE U.S. Army Corps of Engineers 
US United States Highway 
  

 
  



SH 249 Engineer’s Report 
 

Page viii 

EXECUTIVE SUMMARY 

The SH 249 Project (the “Project”) is a proposed 25.5-mile new-location roadway in Montgomery 
and Grimes Counties, northwest of Houston, developed by the Texas Department of 
Transportation (“TxDOT”).  The Project begins at the current terminus of SH 249 frontage roads 
at FM 1774 in Pinehurst, Texas (Montgomery County) and extends to SH 105 near Navasota, 
Texas (Grimes County).  The Project consists of (i) 14.8 miles of four new toll lanes from FM 
1774 in Pinehurst to FM 1774 in Todd Mission (“Segment 1” or the “system”) and (ii) an 
additional 10.7 miles of two non-tolled lanes from FM 1774 in Todd Mission to SH 105 near 
Navasota (“Segment 2”).  The Project provides greater mobility for residents and travelers in 
northwest Houston to the portions of the Tomball Tollway being built by MCTRA and HCTRA.  
When all portions of the freeway are connected, users will have improved access to other major 
freeways in northwest Houston including the Grand Parkway and the Sam Houston Tollway. 

The Project will be designed and constructed utilizing a lump sum Design-Build Agreement (the 
“DBA”) that was executed on October 3, 2017 with the selected best value proposer, WBCCI, 
LLC (the “DB Contractor”), after a competitive selection process.  The DB Contractor will be 
responsible for design, construction, and optional maintenance of the Project. This design-build 
delivery method, which will be implemented in accordance with TxDOT and FHWA 
requirements, provides more cost and schedule certainty over traditional delivery projects. 
Segment 1 is scheduled to be open to traffic in July 2021.  Segment 2 is anticipated to be open to 
traffic in September 2022, pending the resolution of certain environmental issues as discussed 
herein.   

The current estimated total cost to develop the Project is $791.72M (Segment 1 - $500.10M; 
Segment 2 - $291.62M).  This estimated cost includes the negotiated DBA price for design, 
construction, and all other services required to deliver the Project per the DBA; utility relocation; 
right-of-way (ROW) costs to acquire necessary property to design, construct, and maintain the 
Project; tolling equipment and integration; environmental mitigation; TxDOT administration 
costs; and reasonable Project contingency. Funding for the Project is provided through a 
combination of Federal, State of Texas, and local government funds (Montgomery County) as well 
as bond proceeds.  Bond proceeds are being used for Segment 1 only (the tolled portion of the 
Project). Segments 1 (tolled) and 2 (non-tolled) are funded separately even though both segments 
are being constructed under the DBA. Maintenance responsibilities will be shared between TxDOT 
and the DB Contractor with the execution of a Capital Maintenance Agreement (CMA).  Costs for 
operations and maintenance of the Project, including roadway and toll collection system elements, 
are not included in the total Project development cost estimate and are provided separately in this 
Engineer’s Report.  

As General Engineering Consultant (GEC) to TxDOT, and in accordance with the requirements 
set forth in the Trust Agreement between the Texas Transportation Commission (the 
“Commission”) and U.S. Bank National Association, BGE Inc. (“BGE”) has prepared this 
Engineer’s Report that describes the location, engineering design standards, schedule, construction 
cost estimates, and estimates of operation and maintenance costs of the proposed System (Segment 
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1).  This report also presents the GEC’s opinion on the reasonableness of the schedule, cost 
estimates, and certain risks associated with the Project and should be reviewed in conjunction with 
the “SH 249 Comprehensive Traffic and Toll Revenue Study,” prepared for TxDOT by CDM 
Smith. 

Ranked No. 136 in Engineering News-Record’s 2018 Top 500 Design Firms, BGE, Inc. is a 
nationwide engineering consulting firm that provides services in civil engineering, surveying, 
planning, construction management, and environmental services for public and private clients. 
Founded in 1975, and headquartered in Houston, the firm employs 600 people with offices in 
Texas, Arkansas, Florida, and North Carolina.  BGE, Inc. served as GEC on seven (7) DB projects 
for the TxDOT more than $5B in project capital costs. 

BGE, has reviewed the DBA executed between TxDOT and the DB Contractor and finds it to be 
reasonable and appropriate for the project scope. It is the GEC’s belief that the Project can be 
completed within the limits described herein. 
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OVERVIEW 

The City of Houston is the fourth largest city in the United States and continues to grow in 
population at a significant rate. State Highway 249 originates in Houston, Texas, at Interstate 
Highway (IH) 45 between IH 610 (North Loop) and Beltway 8 north of downtown (Harris County). 
From IH 45, drivers can travel northwest through Houston and the City of Tomball. SH 249 
currently terminates (frontage roads only) at FM 1774 in the City of Pinehurst. 

The SH 249 Project is a proposed 25.5-mile new-location roadway in Montgomery and Grimes 
Counties, northwest of Houston, being developed by TxDOT.  The Project begins at the current 
terminus of SH 249 frontage roads at FM 1774 in Pinehurst, Texas (Montgomery County) and 
extends to SH 105 near Navasota, Texas (Grimes County).  The Project is divided into two 
segments (one tolled and one non-tolled segment) and for design and construction under a single 
lump sum DBA with the selected best value contractor.  

The need for the Project exists due to inefficient connections between suburban communities and 
major and minor radial and circumferential arterials; increasing demand on the current 
transportation infrastructure from projected population and employment growth in the area; and 
growing safety concerns regarding the impacts of increased congestion and emergency evacuation 
(notably for hurricane evacuation). 

This Engineer’s Report presents the GEC’s opinion of the reasonableness of the schedule and cost 
estimates developed for the System based on the GEC’s review of the location, engineering design 
features, schedule, project cost estimate, and operations and maintenance expense estimates for 
the Project.   
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Figure 1 - Project Location Map 
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PROJECT DESCRIPTION 
The Project will be developed utilizing the design-build delivery method under a single design-
build contract.  The limits and scope of the Project are as follows:  

• Segment 1 (the System) (14.8 miles) is from FM 1774 in Pinehurst (Montgomery County) 
to FM 1774 in Todd Mission (Grimes County) and consists of the design and construction 
of four new controlled-access toll lanes (two main lanes in each direction).  This four-lane 
divided section is the ultimate facility. For the purposes of managing the design and 
construction, Segment 1 is further divided into Sections 1A (from FM 1774 to FM 1488) 
and 1B (FM 1488 to FM 1774) 

• Segment 2 (10.7 miles) is from FM 1774 in Todd Mission to SH 105 near Navasota and 
consists of the design and construction of two new non-tolled lanes (one main lane in each 
direction). 

Refer to Appendix A for Project typical section 

Adjacent Expansion of SH 249 

The Project is being developed in coordination with the adjacent expansion of SH 249 Segments 3 
and 4 in Harris and Montgomery Counties. Segments 3 and 4 are not part of the Project.  
Montgomery County, through the Montgomery County Toll Road Authority (MCTRA), is 
designing, constructing, financing, and will operate and maintain the new toll lanes (to be 
constructed between the existing Segment 3 frontage roads) from the Harris County line to the 
current terminus of the SH 249 frontage roads (the beginning of Segment 1). MCTRA Segment 3 
in Montgomery County will link Segment 4 to the south with the Project to the north.  Harris 
County, through the Harris County Toll Road Authority (HCTRA), is designing, constructing, and 
will operate and maintain the toll lanes from the current terminus of the SH 249 tolled lanes in 
Tomball to the Harris County line.   HCTRA Segment 4 in Harris County will link the existing SH 
249 Tomball Tollway to the south with MCTRA’s Segment 3 tolled lanes in Montgomery County 
to the north.  Currently, both the Segments 3 and 4 projects are expected to open prior to the 
Project.  Refer to Figure 2 for the SH 249 projects by Segment. 
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Figure 2 – SH 249 Extension Segments 1 - 5 
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Future Improvements of the Project 

The DBA “Technical Provisions” require the design and construction of the Project to 
accommodate and be consistent with potential future expansion of the Project and connecting 
roadways and to provide for a smooth transition from the current proposed work to those future 
improvements. The DB Contractor, through its design of the Project, must minimize “throwaway” 
costs associated with improving the Project to meet the requirements of the future expansion. The 
Project will be designed to provide for minimal disruption to traffic and toll collection operations 
during the construction of any future expansion.  Future improvements may be constructed as 
traffic conditions warrant and funding is available, but no assurance can be provided that any such 
future improvements will be constructed.   

The Project design will accommodate future expansion of the facility and connecting roadways 
for the major components of work as specifically described below: 

• The System is being constructed as the “Ultimate” facility as described in the 
environmental documents. Future expansion of the System consists of frontage roads and 
ramps to connect to future thoroughfares.  The System consists of a four-lane divided 
roadway (two lanes in each direction) and includes a minimum median width of 48 feet 
between the northbound and southbound travel lanes, to provide space for an additional 
inside lane in each direction if traffic volumes show the demand.   

• The placement of the main lanes in Segment 2 are such that the future southbound parallel 
roadbed can be constructed within Project ROW using side slopes without the use of 
retaining walls except at bridge approaches and ramps or similar constrained locations. 

• Bridge structures required for the Project will be designed to the total length and span 
arrangement considering future cross-street lanes that are constructed below the structure. 

• Intersections, including bridge span lengths, are designed to accommodate the future cross-
street expansion configurations. 

• Utilities that require relocation will accommodate the future expansion to the greatest 
extent possible within preliminary ROW. 

• Noise barriers must be designed and constructed to accommodate the future expansion.  

• Project ROW is being purchased for potential future improvements in both Segments.   

Project Team 
Owner – TxDOT  
Design-Build Contractor – WBBCI, LLC  
Lead Design Build Engineer – Parsons Transportation Group 
Toll Collection – TxDOT Toll Operations Division (TOD) 
General Engineering Consultant (GEC) – BGE, Inc. 
Traffic & Revenue Consultant – CDM Smith, Inc. 
System Integrator – TransCore 
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DESIGN-BUILD CONTRACT  

The State of Texas (“State”) desires to facilitate private sector participation in the development of 
the State’s transportation system via design-build contracts. The Texas Transportation Code 
prescribes the process by which TxDOT may enter into a design-build agreement with a private 
entity that provides for the design, construction, extension, and/or related capital maintenance of 
a highway project on the state highway system.  

TxDOT executed the DBA with the “DB Contractor to develop, design, and construct 
improvements.  Concurrently with the execution of the DBA, TxDOT and the DB Contractor 
entered into a Capital Maintenance Agreement (“CMA”) for DB Contractor to provide, at 
TxDOT’s sole option, capital maintenance for the Project. The DBA, the Contract Documents, and 
the CMA Documents collectively constitute a design-build contract. Capitalized terms used but 
not defined herein shall have the meanings assigned to them in the DBA.  The DBA for final 
design, construction, and optional maintenance of the Project will be implemented in accordance 
with State, TxDOT and FHWA requirements and regulations for this agreement type.   

A Request for Proposer (RFP) evaluation committee comprised of TxDOT staff determined that 
the DB Contractor was the proposer who best met the selection criteria contained in the RFP and 
that their Proposal (defined herein) provided the best value to the State.  Williams Brothers 
Construction Company, Inc. (“Williams Brothers”), [the parent of the DB Contractor and sole 
guarantor for the Project], was founded in 1955 in Houston, Texas, and is a privately held 
employee stock ownership program company with over 2000 employees. Williams Brothers has 
constructed several large projects in Texas, including the majority of the IH 10 Katy Freeway (over 
$1 billion), and many of the signature bridges in Texas, including the Fred Hartman Bridge over 
the Houston Ship Channel, and the Margaret Hunt Hill Bridge over the Trinity River in Dallas.  
Williams Brothers has undertaken two previous design-build contracts one with TxDOT and the 
second with the Alamo Regional Mobility Authority.  In addition to the Project, Williams Brothers 
currently has 33 projects valued at $2.92 billion and [has completed 61% of the work on those 
projects on a weighted average basis]. Parsons Transportation Group, a nationally recognized 
engineering design firm with extensive Texas design build experience, is the design engineer for 
the Project.   

The DBA is a lump sum design-build agreement obligating DB Contractor to perform all work 
necessary to obtain certification of completion for the Project by the contractual deadlines for the 
price specified in the DBA, subject only to certain specified limited exceptions. The Reference 
Information Documents (RID) includes a basic preliminary design for the Project (the 
“Preliminary Schematic Design”).  The DB Contractor will assume full responsibility and liability 
with respect to the design of the Project. 

So TxDOT can accurately budget for and finance the Project and to reduce the risk of cost 
overruns, the DBA includes restrictions affecting DB Contractor’s ability to make claims for 
increases to the lump sum price or extensions of the completion deadlines included with the 
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Proposal. The DB Contractor has agreed in the DBA to assume such responsibilities and risks and 
has reflected the assumption of such responsibilities and risks in the lump sum price of the Project. 

If the DB Contractor fails to complete the Project in accordance with the contractual deadlines set 
forth in the DBA, then TxDOT and the members of the public represented by TxDOT will likely 
suffer substantial losses and damages. The DBA requires that the DB Contractor pay TxDOT 
substantial Liquidated Damages if such completion is delayed. Liquidated damage amounts (per 
day) associated with the DB Contractor’s failure to achieve Substantial Completion, Final 
Acceptance, and toll zone work area deadlines are shown in Table 1:  

 
Table 1 - Daily Liquidated Damages Amount Table 

 Section 1A Section 1B Segment 2 
Substantial Completion $17,000 $19,000 $14,000 
Final Acceptance $7,000 $11,000 $9,000 
Toll Zone Area $17,000 $19,000  

The liquidated damage amounts shown are applied for each calendar day after the applicable 
completion deadline that the DB Contractor fails to complete the applicable work associated with 
each deadline.  In addition to Liquidated Damages for the DB Contractor, there are Liquidated 
Damages provisions in the System Integrator contract with TxDOT if the Systems Integrator (as 
defined herein) fails to meet the applicable system acceptance deadlines (which generally 
coincides with the Substantial Completion deadline).  The System Integrator installs and maintains 
the tolling equipment along the System via a separate contract for TxDOT.    

The DBA requires that the DB Contractor provide TxDOT with payment bonds at various times 
during the term of the DBA.  The initial payment bond, in the initial amount of $23.7M, was 
required at the time that the DB Contractor signed the DBA to secure DB Contractor’s obligations.  
The payment bond was increased with the issuance of Notice to Proceed 2 and then further 
increased to cover the additional scope.  Per the DBA, TxDOT will not release the payment bonds 
until the DB Contractor provides written documentation that all subcontractors and suppliers have 
been paid in full.  The DBA offers further protection to TxDOT via the requirement that each 
performance bond and payment bond include a surety that is approved by TxDOT.  The 
combination of payment bonds and surety provide TxDOT and lenders with financial protection. 

The current anticipated Project price is $791.72M for both Segments 1 & 2.  This includes the 
lump sum paid to the DB Contractor along with State funding used for consultant contracts, ROW 
and Utility adjustment fees.  The contract value paid to Williams Brothers for the System is 
currently $362.65M for the initial scope and items added via Change Orders.  The System has two 
set completion deadlines, first is the Substantial Completion (SC) deadline and the second is Final 
Acceptance (FA) deadline.  SC is required to occur by March 15, 2021 and reflects the date that 
lanes could potentially open to traffic.  SC is discussed in greater detail in the following section 
(note for purposes of the SH 249 Comprehensive Traffic and Toll Revenue Study, SC is assumed 
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to be July 2021).  SC serves as the first long stop date for the DB Contractor.  Failure to achieve 
SC triggers TxDOT’s right to liquated damages. FA is the date on which the DB Contractor has 
finished all work on the System.  FA is required within 120 days of SC per the DBA and is 
described in greater detail in the following section.  FA is the other long stop date.  Failure to 
achieve FA triggers TxDOT’s right to access Liquidated Damages.  This is consistent with other 
TxDOT Design Build Agreements and appropriate for this type of contract in the GEC’s opinion.   

The DB Contractor may request relief or compensation events if specific conditions are met.  
Section 13 of the DBA defines the specific events for which the DB Contractor may claim relief.  
Potential events include: force majeure, TxDOT caused delay, or delays caused by utilities or 
ROW.  Each of these are given specific requirements in the DBA before the DB Contractor can 
request relief. This is consistent with other TxDOT Design Build Agreements and appropriate for 
this type of contract in the GEC’s opinion. 

TxDOT is afforded with a construction security package via various performance, payment and 
warranty bonds specified in Section 8 of the DBA. Insurance requirements are provided in Section 
9 of the DBA.  This package provides TxDOT with a means to recover costs if the DB Contractor 
is unable to fulfill its obligations under the DBA.  The funds that TxDOT would gather from this 
package would be used to pay any debt service requirements and procure a new contractor to finish 
the outstanding work required to complete the Project.  Furthermore, the DBA contains provisions 
that, regardless of the limits of liability in any of the specified insurance required by the DBA, are 
adequate to protect against the DB Contractor’s actions if TxDOT deems the need to use legal 
action.  This is consistent with other TxDOT Design Build Agreements and appropriate for this 
type of contract in the GEC’s opinion. 

TxDOT may, at any time, terminate the DBA and the performance of the Work by DB Contractor, 
in whole or in part, if TxDOT determines that a termination is in the State’s best interest. In such 
an instance, the DB Contractor must meet and confer with TxDOT to develop a plan for the orderly 
transition of the terminated work, demobilization, and transfer of the Project to TxDOT.  The DBA 
requires the DB Contractor and TxDOT use diligent efforts to complete a final transition plan 
within 30 days after the termination date.  The DBA provisions for the final settlement TxDOT 
owes the DB Contractor for completed work at the time of termination or default by the DB 
Contractor.  The DB Contractor has limited rights to terminate the DBA.      

If the DB Contractor needs to be replaced, it is the GEC’s opinion that neither the cost nor the 
schedule will be reasonably or approximately maintained.  Given the Project’s complexity, size 
and specific stakeholder requirements, and governmental strict procurement requirements; it is 
highly unlikely that another contractor could replace the DB Contractor and finish the Project 
within the current timeline without a significant increase in cost.  If TxDOT were to elect to find 
another contractor without an increase in funding, then the timeline would almost certainly need 
extension.  

The schedule for the Project is described in the following section.   
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The GEC reviewed the DBA and finds it to be reasonable and appropriate for the Project scope. It 
is the GEC’s belief that the Project can be completed within the limits described herein. As with 
most design-build contracting methods, the DB Contractor owns the cost risk for these items.  The 
review of the DBA reflects the professional judgment of the GEC and does not represent a 
guarantee that the actual Project costs will not vary from the estimated cost. 
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SCHEDULE 

TxDOT issued a Request for Qualifications (RFQ) for the design and construction of the Project 
on May 15, 2015. TxDOT received seven qualification statements on July 17, 2015 and 
subsequently shortlisted five proposers. On August 29, 2016, TxDOT issued a Request for 
Proposals (RFP) to the shortlisted proposers to design, construct, and maintain the Project. On 
March 27, 2017, TxDOT received responses to the RFP, including the response of the DB 
Contractor (the “Proposal”). On June 29, 2017, the Texas Transportation Commission accepted 
the recommendation of the Executive Director of TxDOT and the RFP evaluation committee and 
approved conditional award to design and build the Project to the DB Contractor, the apparent best 
value proposer (ABVP), which authorized TxDOT staff to negotiate the DBA. TxDOT executed 
the DBA with the DB Contractor on October 3, 2017.  

The DB Contractor committed to provide the following Substantial Completion (SC) dates based 
on the issuance of NTP1: 

• Segment 1 – 1,010 days following NTP1 

These dates were extended with Change Order #2 (98 days) and Change Order #3 (150 days) to 
the DBA.  These additions change the SC deadlines to: 

• Segment 1 – 1,258 days following NTP1 

There are multiple Notices to Proceed (NTP) on the Project with specific authorizations for Project 
work proceeding. NTP1 generally aligns with the execution of the DBA, authorizes the DB 
Contractor to proceed with developing necessary management plans required for the Project, and 
allows access to Project right-of-way.  NTP1 was issued on October 4, 2017. Once TxDOT 
approves the required components of the DB Contractor’s management plans and receives certain 
environmental approvals, TxDOT may issue NTP2, which allows the DB Contractor to proceed 
with all other Work.  NTP2 for the System was issued on March 15, 2018.  NTP2 for Segment 2 
is expected to issue in the first quarter of 2019. 

SC is generally defined as the installation and safe, functional operation of all safety features, 
traffic and ITS elements, and all lanes of traffic are in their final configurations.  SC for the System 
is expected to occur by March 15, 2021.  To account for potential delay, TxDOT is using July 1, 
2021 as the assumed date to begin tolling.   As noted in the previous section for the DB Contract, 
if the DB Contractor fails to achieve SC by this date then TxDOT may assess daily Liquidated 
Damages. 

Final acceptance is achieved once TxDOT has issued SC to the DB Contractor, all final punch-list 
items have been completed, landscape and aesthetic features have been completed, utility work 
has been completed and accepted by third parties, all final deliverables from the DB Contractor 
have been submitted and accepted by TxDOT, and any Liquidated Damages owed by the DB 
Contractor have been paid to TxDOT.  Final Acceptance is anticipated within 120 days after SC 
and is expected to occur in July 2021 for the Project.  As noted in the previous section for the DB 



SH 249 Engineer’s Report 
 
 

Page 12 

Contract, if the DB Contractor fails to timely achieve FA then TxDOT may assess daily Liquidated 
Damages. 

A summary of the major project milestones that reflect the contractual commitments for the Project 
are shown in Table 2 below.     

Table 2 - Schedule of Project Milestones 
Project Milestone Date 
Contract Executed 
NTP1 
Segment 1 Limited NTP2 
Segment 1 NTP2 
Segment 2 Limited Design NTP 
Segment 2 Limited Construction NTP 
Segment 2 NTP2 
Segment 1 Substantial Completion  
Segment 2 Substantial Completion 
Segment 1 Final Acceptance 
Segment 2 Final Acceptance 

October 3, 2017 
October 4, 2017 
October 25, 2017 
March 15, 2018 
June 7, 2018 
October 15, 2018 
Spring 2019 
March 15, 2021 
September 2022 
July 2021 
Q3 2022 

Throughout the duration of construction, as a requirement of Section 407 of the Trust Agreement, 
the GEC will prepare a quarterly progress report that provides the current estimates for the date on 
which the Project will open to traffic, Substantial Completion dates, cost of the Project, and the 
amount of funds required for the upcoming six months of construction.   

The projected System tolling commencement date is anticipated to allow enough time for design 
and construction of the Work in Segment 1 and to accommodate potential change orders, force 
majeure events, and/or DB Contractor delays.  The System has a defined Substantial Completion 
deadline and Final Acceptance deadline on which the DB Contractor is subject to TxDOT’s right 
to Liquidated Damages if the DB Contractor does not meet the deadlines.  Segment 2 of the Project 
is non-tolled; therefore, it does not have a revenue service date.  Refer to the “SH 249 
Comprehensive Traffic and Toll Revenue Study,” prepared for TxDOT by CDM Smith, for traffic 
and toll revenue estimates.   

The Segment 1 NTP2 was issued to allow the DB Contractor to perform all work related to the 
System including design, ROW acquisition, utility relocations, and construction.  As of the date 
of this report, design of the System is approximately 99% complete and the construction activities 
are approximately 35% complete for the System.      

Segment 3 - Montgomery County, acting by and through the Montgomery County Toll Road 
Authority (MCTRA), executed a Project Development Agreement (PDA) with TxDOT on April 
13, 2015 for MCTRA to deliver Segment 3. A construction contract has been awarded and 
construction is underway.  This segment is scheduled to open to traffic simultaneously with 
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Segment 4 to the south in late 2019.  This project being managed by MCTRA adds tolled lanes 
between the existing Frontage Roads.  Segment 3 will connect the Project tolled lanes to tolled 
lanes further south and allow a continuous freeway system to northwestern Houston.   

Segment 4 - Harris County, acting by and through the Harris County Toll Road Authority 
(HCTRA), executed a PDA with TxDOT on March 11, 2016 for HCTRA to deliver Segment 4.  A 
construction contract has been awarded and construction is underway.  This segment is scheduled 
to open to traffic simultaneously with Segment 3 to the north in late 2019.   

It is the GEC’s belief that the System can be completed within the limits described herein. As with 
most design-build contracting methods, the DB Contractor owns the cost risk for these items.  The 
review of the schedule reflects the professional judgment of the GEC and does not represent a 
guarantee that the actual Project timeline will not vary from the estimated timeline.   
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DESIGN STANDARDS 

Design of the Project will be consistent with the current standards and practices of the American 
Association of State Highway and Transportation Officials (AASHTO), Federal Highway 
Administration (FHWA), and TxDOT and will conform to the “Technical Provisions” under the 
DBA.   

Roadway 

Roadway design provides for safe, reliable, cost-effective, and aesthetically pleasing corridors and 
are integrated with streets and roadways that are adjacent or connecting to the System. The 
proposed roadways are designed for safe operations at speeds consistent with those on similar 
facilities.  Roadway functional classifications and associated design speeds are shown below: 

• System main lanes: urban arterial/70-mile per hour (mph) 

• System ramps: urban arterial/50 mph 

• System frontage roads: urban collector/45 mph. 

These design speeds provide safety in terms of vertical and horizontal alignments and stopping 
sight distances without significantly increasing costs.  All ramps will be designed to provide 
smooth and safe transitions to existing facilities.  Once construction is completed, TxDOT will 
conduct a speed study to set the final posted driving speed.   

The System provides two main lanes of traffic plus limited sections of discontinuous frontage road 
lanes in each direction.  Main lanes will have travel lane widths of 12-feet with 4-foot inside 
shoulders and 10-foot outside shoulders.  Ramp travel lane widths are either 12-feet (2-lane ramps) 
or 14-feet (1-lane ramps) with either 2-foot (2-lane ramps) or 4-foot (1-lane ramps) inside 
shoulders and either 8-foot (2-lane ramps) or 6-foot (1-lane ramps) outside shoulders.  All frontage 
road lanes will be 12-feet wide with 4-foot inside shoulders and 10-foot outside shoulders.       

Pavement 

The pavement design for the Project will be based on a 30-year design life and designed in 
accordance with the procedures outlined in the TxDOT Pavement Manual and criteria stated in the 
Technical Provisions. Mainlane pavement will consist of continuously reinforced concrete 
pavement (CRCP) with a minimum thickness of 10 inches. Frontage road pavement will consist 
of CRCP with a minimum thickness of 8 inches.  Ramp pavements will be constructed as the same 
section as the adjacent main lane pavement.  The pavement structures will be placed on 
permanently treated subgrade that provides for a safe and reliable pavement foundation.  All the 
pavement designs developed will be documented in a report signed and sealed by a Registered 
Professional Engineer.   
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Bridge and Wall Structures 

All bridge structures will be designed per the latest edition of the AASHTO Load and Resistance 
Factor Design (LRFD) Bridge Design Specifications except as directed otherwise by the TxDOT 
Bridge Design Manual – LRFD and the TxDOT Geotechnical Manual, to provide a safe and 
reliable facility. All bridge design will be based on HL-93 loading and be designed to provide a 
75-year service life.  Prior to the design of bridge elements, the DB Contractor will submit a 
Corridor Structure Type Study and Report for TxDOT’s evaluation of the proposed structure types. 
Concrete beams and steel girders will be used depending on the project-specific conditions. Scour 
protection of all bridge columns will be provided when required due to hydraulic conditions. 
Design and construction of bridge structures will accommodate the future expansion 
configurations, such as the placement of permanent structures at the ultimate locations for future 
lanes anticipated to be constructed below the structure.   

To the extent possible, the System will be designed to use earthen embankments in lieu of retaining 
walls. Where this is not feasible, retaining walls will be designed and constructed to engineering 
standards appropriate for the site conditions. Prior to the design of walls, the DB Contractor will 
submit a Corridor Structure Type Study and Report for TxDOT’s evaluation of the proposed wall 
types. Where warranted and in accordance with the NEPA and other environmental approvals, 
sound walls will be constructed to mitigate sound levels and achieve decibel reduction 
requirements. Retaining and sound walls will be constructed at ultimate locations that 
accommodate future expansion configurations to minimize future costs.  

Drainage 

As with any limited access facility, it is important to provide a drainage system that will receive 
storm water from the pavement in a rapid, efficient manner to provide a safe highway for traveling 
public. Design of all drainage facilities within the corridor will be in accordance with the Technical 
Provisions and the requirements of the TxDOT Hydraulic Design Manual, and the Montgomery 
County Drainage Criteria Manual for the Project.  The collection and disposal of all surface water 
will be accomplished by a system of ditches, inlets, culverts, pipes, detention ponds, and existing 
natural swales.  The drainage design will be documented in the Drainage Design Report prepared, 
signed, and sealed by a Registered Professional Engineer in the State of Texas.  

Illumination 

Illumination design will be in accordance with the design criteria, standards, and recommendations 
from the latest edition of the following design manuals and specifications: 

• TxDOT Highway Illumination Manual (HIM); 

• National Electrical Code (NEC);  

• AASHTO Roadway Lighting Design Guide;  
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• AASHTO Standard Specifications for Structural Supports for Highway Signs, Luminaires, 
and Traffic Signals;  

• TxDOT Traffic Engineering Standard Sheets; and 

• TxDOT standard specifications. 

Safety roadway lighting will be provided at all entrance and exit ramp gores within the Project 
Limits. Light emitting diode (LED) illumination will be used for all safety and conventional 
lighting. 

Illumination will be provided under all underpass/overpass locations within the Houston District 
and where warranted by a lighting study within the Bryan District. All understructure lighting will 
be constructed in a configuration that minimizes the need for lane closures during maintenance. 

The lighting system will be designed to minimize or eliminate illumination of areas outside of the 
ROW. To promote visual quality along the ROW, a reasonable attempt is required to provide 
luminaires of equal height along the roadway and no timber poles will be allowed for permanent 
installation.   

Traffic Items 

The design of traffic control devices such as signing, delineation, pavement markings, and 
signalization will be in accordance with the latest edition of the following design manuals and 
specifications: 

• Texas Manual on Uniform Traffic Control Devices (TMUTCD); 

• TxDOT Standard Highway Sign Designs for Texas (SHSD); 

• TxDOT Freeway Signing Handbook; 

• TxDOT Sign Crew Field Book; 

• AASHTO Standard Specifications for Structural Supports for Highway Signs, Luminaires, 
and Traffic Signals; 

• TxDOT Traffic Engineering Standard Sheets; and 

• TxDOT Houston District Standards and Specifications. 

The signs, delineators, and pavement markers will be constructed such that they are clearly visible 
and provide clear direction, information, and delineation to provide a safe facility for users. Sign 
supports structures will be constructed per the requirements of the approved Aesthetics and 
Landscape Plan. 

The design of new traffic signals and modifications to existing traffic signals must be completed 
in accordance with the applicable design manuals and standards as well as the requirements of the 
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appropriate Governmental Entity. Permanent traffic signals with pedestrian and vehicle detectors 
that comply with TxDOT’s Accessible Pedestrian Signal Guidelines will be installed at the 
intersection of FM 1488.  The DB Contractor is required to: 

• coordinate and implement signal timing plans that optimize traffic flows and provide signal 
coordination with adjacent intersections and arterials for all existing and new traffic 
signals, modified signals, and interconnected signals; and 

• provide interconnection systems between new or modified signals and any other signal 
system within one mile of the Site as required by TxDOT or the appropriate Governmental 
Entity. 

Intelligent Transportation Systems (ITS) 

An Intelligent Transportation System (ITS) is necessary for monitoring the System’s traffic flow 
and performance by accurately detecting traffic operational conditions throughout the Project 
limits while clearly communicating relevant and useful travel information to the users. TxDOT 
already operates an ITS network within and/or in the direct vicinity of the corridor limits. 

The DB Contractor is responsible for the planning, design, installation, testing, and operations 
support of a safe and functional ITS for the System using good industry practice. The complete 
and operational ITS network provided throughout the Project will be expandable as capacity is 
increased along the roadways and consistent/compatible with the existing ITS network system that 
TxDOT and affected governmental entities are currently operating. The ITS network will be 
coordinated with the Electronic Toll Collection System (ETCS) such that the communication 
requirements of the ETCS are accommodated. All components of the ITS will conform to the 
provisions of the National Transportation Communication for ITS Protocol (NTCIP). 

ITS interoperability with TxDOT’s Houston TranStar Traffic Management Center (TMC) and 
governmental entities will be maintained. The ITS will conform to and operate under the Houston-
Galveston Regional ITS Architecture and have physical connections with the existing TxDOT ITS 
communications network on major freeways. Houston TranStar is the main TMC for this Project. 
Communication and interoperability will be achieved with other TMCs in the region, including 
Houston TranStar.  

Design of all ITS components will provide safe ingress/egress areas and structures that are not 
hazardous to users in addition to accommodating authorized personnel access to ITS components 
for maintenance and operation activities. ITS components will be placed in locations that allow 
maintenance without a lane closure unless otherwise approved by TxDOT. 

These ITS components do not include toll collection equipment, which is designed and constructed 
by TxDOT consultants and contractors under different contracts.  These TxDOT firms and the DB 
Contractor are required to coordinate with each other and allow access during the construction 
period so that all equipment is built prior to SC.    
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Closed Circuit Television (CCTV) 

The DB Contractor will provide CCTV cameras for incident verification and traffic management 
for all highway lanes and intersecting cross streets within the Project Limits. CCTV cameras will 
be placed to ensure 100% coverage (generally not to exceed 0.75 miles) that enables TxDOT can 
monitor traffic conditions on highway lanes, frontage roads, connecting facilities, entrance and 
exit ramps, and messages displayed on any remotely-controlled dynamic message signs (DMS) in 
the Project area. CCTV equipment will be fully compatible with the existing CCTV control 
systems operated from Houston TranStar.  The CCTV are located and installed so that main lane 
closures are not needed to maintain the devices.  This allows tolling to continue during 
maintenance operations. 

Dynamic Message Signs (DMS) 

The ITS system will include a comprehensive network of electronic DMS as needed to satisfy the 
operational requirements using only LED display technology. The DMS system, operating as part 
of an overall regional system, will be used to inform motorists of the availability of alternate routes, 
adverse road conditions, and congestion. The DMS are located and installed so that main lane 
closures are not needed to maintain the sign.  This allows tolling to continue during maintenance 
operations. 

Vehicle Detection 

DB Contractor will provide permanent vehicle detection in each highway lane of the System that 
measures vehicle classification, vehicular volume, lane occupancy, and vehicle speed information 
on the roadway. These vehicle detection sensors will determine vehicle speed for each vehicle 
passing the sensor and will be non-intrusive to the roadway users.  

Aesthetics and Landscape 

Bridges, retaining and noise walls, and sign structures will be designed in conformance with the 
approved aesthetic schemes, guidelines, and standards to provide an aesthetically-pleasing 
corridor.  The aesthetics concept required for the Project includes the Green Ribbon Project 
Houston District Design Guidelines for the Construction of Highways, Streets, and Bridges as the 
basis for the corridor.  Bridges identified as “High Visibility” will follow these guidelines, whereas 
those that are “Low Visibility” will be designed and constructed using TxDOT standard bridge 
details.  

Aesthetic treatments will be applied to vertical surfaces of retaining and noise/sound walls where 
the surface is visible from the roadway or adjacent residential dwelling units. Consistent treatments 
will be used for retaining and noise/sound walls and exposed concrete column sign support 
structures that articulate the design themes established for the System. The roadside face of 
noise/sound walls will have a consistent appearance throughout their length. The side of the 
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noise/sound walls facing away from the roadway may vary based upon TxDOT approved 
conceptual and final design and, if so directed by TxDOT, community input gathered by DB 
Contractor. 

Elements that are required to have color treatment as an aspect of the aesthetic guidelines are 
required to be uniform in appearance.  All concrete surfaces that do not have aesthetic treatments 
are required to have a uniform texture and appearance.   

Landscape elements, in addition to top soil and grass, will be provided to harmonize with the local 
landscape of primarily forested area. The landscape design intent is to maintain the forest edge 
along the corridor and provide plantings where space is available given required roadway setbacks, 
available easements, sight lines for safety, and ease of maintenance. These include a combination 
of wildflowers, tree, and shrub plantings along roadways and the use of hardscape elements in 
areas with limited maintenance access or below structures. Existing native trees will be preserved 
to the greatest extent possible; in addition, plant species used for the Project will be native to the 
area or naturalized for the site. 

Aesthetic treatments will be designed by a landscape architect (registered in the State) in 
coordination with local and State agencies and the TxDOT Houston and Bryan Districts and will 
be documented in the approved Aesthetics and Landscape Plan for the Project.  

The GEC reviewed the Design Standards from the Technical Provisions under the DBA and finds 
them to be reasonable and appropriate for the Project scope. It is the GEC’s belief that the Project 
can be completed within the limits described herein. As with design-build contracting method, the 
DB Contractor owns the cost risk for these items.  The review of the Design Standards from the 
Technical Provisions of the DBA reflects the professional judgment of the GEC and does not 
represent a guarantee that the actual Project will not vary from the design standards that were 
reviewed. 
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RIGHT-OF-WAY  

TxDOT has the authority to acquire land, easements, and other real estate interests by negotiation, 
purchase, or eminent domain for the construction, operation, and maintenance of the state highway 
system. All right-of-way (ROW) acquired for the Project will be in the name of the State. Based 
on the proposed location of roadways, bridges, toll gantries, and interchanges, the ROW limits 
have been established. To allow for proper maintenance of the System, ROW limits were 
established based on a typical, 350-foot-wide ROW for construction of bridges, roadways, and 
drainage structures.  This width is increased to a 400-foot-wide ROW at interchanges. 

Although a comprehensive effort is made to determine just compensation for the ROW required, 
the property owner may not be satisfied and refuse to sell the needed ROW. In other instances, the 
title to the land needed for the ROW may be clouded to the extent that legal proceedings are 
necessary to effect transfer of clear title. In these and a few other cases, eminent domain 
proceedings were initiated by the State. In eminent domain proceedings, the court will appoint 
three disinterested landowners to serve as Special Commissioners and a hearing was held to 
determine the value of the property being acquired. The property owner was notified of the time 
and place of the hearing. At this hearing, the Special Commissioners listened to the evidence of 
value and arrive at an award filed with the court. A deposit in the amount of the award may be 
made with the court at which time the State is entitled to take possession of the property involved. 
After the deposit is made, the court must authorize withdrawal of the award. If either the property 
owner or the State is dissatisfied with the amount of the award, objections to the award may be 
filed within the time limits prescribed by law and the case subsequently tried in the same manner 
as other civil cases. 

To acquire ROW, TxDOT must follow a strict process defined in federal and state law.  Land 
ownership is protected by the Fifth Amendment of the United States Constitution and Article I, 
Section Seventeen of the Texas Constitution.  Per Section Seventeen, there are three required 
elements: The State or authorized entity is the source of the condemnation; the property must be 
taken for public use; and the landowner must receive fair payment for the property.   

TxDOT and the DB Contractor work cooperatively in ROW acquisition efforts to progress the 
Project to achieve the desired schedule. DB Contractor must give priority to the acquisition of 
parcels that have significant impact on the Project schedule or affect the its “critical path”.  

The DB Contractor provides administrative services and prepared required documentation 
necessary to acquire ROW in the name of the State, including survey and mapping, appraisals, 
legal descriptions, acquisition documentation, relocation assistance, and purchase price 
verification. DB Contractor performs these services in acquiring ROW parcels for the Project on 
behalf of the State in accordance with State and Federal Law and the practices, guidelines, 
procedures, and methods contained in the following: 

• TxDOT Right of Way Manual Collection 
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• TxDOT Access Management Manual 

• TxDOT Survey Manual 

• TxDOT ROW Appraisal and Review Manual 

For the System, there are approximately 710 acres in 51 parcels of ROW required beyond that 
which was previously owned by the State for construction of the Project.  These included 
residential properties and one local church with an associated daycare. Initial ROW offers have 
been made for all required properties. Of the total 51 parcels, Montgomery County will be 
acquiring the ROW for seven parcels. Table 3 summarizes the status of ROW acquisition for the 
Project as of December 5, 2018.   

 
Table 3 - Right-of-Way Acquisition Status 

Project Status 
Project 

TxDOT/DB 
Contractor 

Montgomery 
County 

Total 

Parcels Needed for Construction 44 7 51 

Right-of-Entry Obtained N/A N/A N/A 

Parcels Available for 
Construction 

44 7 51 

Parcels Remaining to be 
Acquired 

0 0 0 

% of Parcels Available for 
Construction 

100% 100% 100% 

ROW estimates, as summarized in the Project Cost Estimates section below, reflect anticipated 
land values as determined by the TxDOT staff and the ROW acquisition team for the Project. 
These estimates were based on review of trends of previous acquisitions by TxDOT and average 
values that can be expected for the balance of required ROW acquisition. The cost estimates will 
be continually monitored until just prior to financing of the Project to ensure land values are 
properly budgeted in accordance with the sources allocated to the Project.  Prior to determining 
final ROW costs, a thorough review by TxDOT’s appraisers was required. The estimated expenses 
for legal and court fees that are usually necessary in condemnation proceedings are included in the 
cost estimates. ROW acquisition costs are funded by TxDOT in the expected amount of $81 
million for Segment 1.  Montgomery County is contributing approximately $12 million for ROW 
acquisition in the area where frontage roads are to be constructed. 

Neither DB Contractor nor its subcontractors were allowed to begin construction of any type on 
any parcel unless property rights for the parcel were conveyed and recorded in favor of TxDOT, 
possession has been obtained through eminent domain, or a Possession and Use Agreement has 
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been executed and delivered by all necessary parties, and all requirements under the Uniform Act 
have been met (including relocation assistance). 

Hazardous materials were evaluated as part of the NEPA process, in which a regulatory database 
search was conducted to identify known and potentially contaminated sites near the Project. The 
System, Segment 1, has the potential to impact four sites, all of which are located along the existing 
FM 149 and listed as having a facility with at least one petroleum storage tank (PST). Of the four 
sites, two are known to have leaking petroleum storage tanks (LPST), one of which is under further 
site assessment for impacts to groundwater while the other has been resolved. 

During construction of the System, the DB Contractor is required to implement a Hazardous 
Materials Management Plan for the safe handling, storage, treatment and/or disposal of hazardous 
materials, whether encountered at or brought onto the Project by DB Contractor or a third party. 
If any unanticipated hazardous materials and/or petroleum contaminations are encountered, 
contamination will be handled in accordance with applicable state and federal regulations and 
TxDOT standard specifications.  Per the DBA, TxDOT and the DB Contractor have cost-sharing 
obligations as it relates to unidentified hazardous materials.   

During the ROW acquisition process, inspections for asbestos will be completed for any structures 
to be demolished within the ROW. Once properties are acquired and prior to any demolition, the 
DB Contractor will complete necessary abatement, disposal, and associated licensing and 
accreditation activities in accordance with appropriate state and federal regulations.   

As of the date of this report, TxDOT has obtained possession of all parcels within Segment 1.  
Montgomery County completed ROW acquisitions being handled by the County.  TxDOT and the 
County are finalizing all agreements.    

The GEC reviewed the ROW requirements under the DBA and finds them to be reasonable and 
appropriate for the System scope and believes that the System can be completed within the limits 
described herein. This Project uses the same method exercised previously by the State on multiple 
design build projects with great success. The review of the ROW requirements reflects the 
professional judgment of the GEC and does not represent a guarantee. 
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UTILITIES 

The System is in an area with a few existing utilities located within or near the System ROW that 
require relocation or otherwise adjusted to accommodate the Project. A utility relocation or 
adjustment may be necessary for the following reasons: (a) there is a physical conflict between the 
Project and the utility, or (b) there is an incompatibility between the Project and the utility even 
though there may be no physical conflict.  

The DB Contractor is responsible for coordinating all utility relocations within the Project limits 
necessary to accommodate the design and construction, including coordination with utility owners, 
administration of the engineering, construction, and other activities necessary for utility 
adjustments and required documentation. DB Contractor is required to handle all utility 
adjustments necessary to accommodate construction, operation, maintenance, and/or use of the 
Project and contact the appropriate local officials to coordinate a work schedule that will avoid 
and minimize any disruption of utility services during construction.  Some utility adjustments may 
be performed by the utility owner (“owner managed”); all others will be performed by DB 
Contractor (“developer managed”).  DB Contractor will be responsible for preparing and securing 
execution of all necessary utility agreements.  All utility agreements must be approved by TxDOT 
prior to any utility adjustment construction-related activity.  The cost of utility adjustments is 
reimbursed by TxDOT to the utility owner.  An estimate of the TxDOT costs for the utility 
adjustments required for the System is included in the estimated Project cost.  

TxDOT performed subsurface utility engineering (SUE) that identified several utilities in conflict 
with the System and provided this information to the DB Contractor.  Utilities in the project area 
that have been identified include water, gas and oil pipelines, community access television 
(CATV), telephone and fiber communication, and electrical transmission and distribution lines.  
Refer to Table 4 below for the total number of utility relocations for the Project per type of utility. 

 
Table 4 - Number of Utility Relocation by Type for the System 

 Utilities to be relocated 
by DB Contractor  

Type of Utility Project  
Water 4  
Gas and Oil Pipeline 12  
Telephone/Fiber Communication 16  
Electrical 10  

 
Unidentified utilities can be anticipated in rural areas such as is the case with the Project. Those 
that are discovered have the potential for increased costs and delays. For any unidentified utilities 
discovered after execution of the DBA, the DB Contractor is entitled to an increase in the price for 
certain increases in the cost of the work due to unidentified utilities within the ROW per the DBA.  
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The amount of such price increase is determined on a facility-by-facility basis, and the total cost 
of the adjustment for the unidentified utility is shared between TxDOT and the DB Contractor if 
the cost is under $50,000.  In the case of an unidentified utility, the DB Contractor will pay the 
first $50,000 and TxDOT covers any additional cost.  

The DB Contractor was not allowed to execute any Project Utility Adjustment Agreement until 
issuance of Segment 1 NTP2.   

All utility adjustment work must comply with all applicable laws, codes (Utility Accommodation 
Rules), regulations, utility adjustment standards, and the TxDOT ROW Utility Manual. The 
physical limits of all utility adjustments will extend as necessary to functionally replace the 
existing utility, whether inside or outside of the Project ROW. 

The GEC reviewed the utility adjustment requirements under the Agreement and finds them to be 
reasonable and appropriate for the Project scope. It is the GEC’s belief that the Project can be 
completed within the limits described herein. As with design-build contracting method, the DB 
Contractor owns the cost risk for the utility adjustment agreement items.  The review of the utility 
adjustment requirements reflects the professional judgment of the GEC and does not represent a 
guarantee. 
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ENVIRONMENTAL CONSIDERATIONS AND PUBLIC INVOLVEMENT 

The preliminary planning and development of the Project were completed in accordance with 
National Environmental Policy Act (NEPA), FHWA and TxDOT regulations, and other applicable 
federal, state, and local laws. The Project is comprised of two segments (Segment 1 and Segment 
2) with a separate NEPA documents completed for each segment for the purposes of the 
environmental study and review process.  The System, identified as Segment 1 on Figure 1, is 
described in full detail below.  These two NEPA documents include an Environmental Impact 
Statement (EIS) for the Project (Segment 1) and an Environmental Assessment for Segment 2. 

The environmental commitments noted in the two original NEPA documents, and subsequent Re-
evaluations will be tracked and monitored by TxDOT during design and construction of the 
Project. TxDOT is ultimately responsible for enforcing mitigation measures during design and 
construction. The DB Contractor is responsible for all commitments made in the environmental 
documents and all required environmental approvals. 

To satisfy these commitments, the DB Contractor is required to develop and implement a 
Comprehensive Environmental Protection Program (CEPP), establishing the approach, 
requirements, and procedures to be employed to protect the environment. This CEPP will satisfy 
the applicable FHWA, TxDOT, and resource agency requirements, including those detailed as 
commitments in any Environmental Approvals.  The CEPP will be the controlling program by 
which the DB Contractor will achieve compliance with the environmental commitments made 
during the environmental approval and permitting processes. 

The environmental compliance process for Segments 1 and 2 are described below.  A summary of 
environmental resources that are impacted with associated mitigation commitments for each 
Segment is shown in Appendix B. 

Study Area 

The study area for the System is located northwest of the greater Houston metropolitan area. It 
begins near the FM 1774/FM 149 interchange in Pinehurst (Montgomery County), just northwest 
of the current terminus of SH 249 operated by the Montgomery County Toll Road Authority 
(MCTRA), extends northwest through Magnolia and across FM 1486 and the Montgomery/Grimes 
County line, and ends at FM 1774 in Todd Mission (southeast Grimes County). 

The original Major Investment Study (MIS) identified a 1,000-foot-wide alternative corridor from 
which alternative alignments were progressed for further study. Issues considered during the 
NEPA process included socioeconomic conditions in surrounding communities and environmental 
impacts such as water quality, air quality, noise, traffic, historical and cultural resources, 
endangered species, and hazardous material sites. Multiple alignment alternatives were studied, 
with the alternative having the least adverse environmental impact being chosen for 
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implementation. Five preliminary alternative alignments were considered and compared through 
the environmental approval process consisting of these activities: 

• Notice of Intent (NOI) to prepare an EIS – September 2003 

• Four public meetings between 2003 and 2013 

• Draft EIS released for agency and public comment – January 16, 2015 

• Public Hearing for Draft EIS – February 18, 2015 

• TxDOT receipt of agency and public comments – March 9, 2015 

• Final EIS and Record of Decision (ROD) – January 12, 2016 

As documented in the ROD, TxDOT determined the selected alignment best meets the need and 
purpose of the Project, causes the least damage to the biological and physical environment, and 
best protects, preserves, and enhances historic, cultural, and natural resources. The selected 
alignment also had fewer displacements and impacts to wetlands and floodplain areas. Through 
public and agency input, the selected alignment was further refined to minimize and avoid impacts 
to the natural and human environment. TxDOT has found that all practicable measures to minimize 
environmental harm have been incorporated into the design of the selected alternative.  

Since the ROD, which environmentally cleared the ultimate 4-lane tolled facility, TxDOT 
completed two separate re-evaluations of the Project.  Approval of Re-evaluation #2 was a 
condition to TxDOT’s issuance of Segment 1 NTP2. DB Contractor will be responsible for 
implementing, monitoring, and maintaining all best management practices and mitigation 
requirements identified in the Project FEIS/ROD, Re-evaluation #1, and Re-evaluation #2, and 
from all regulatory agency coordination or consultation. The approval dates for those are: 

• Re-evaluation #1 of the ROD – April 19, 2017 

• Re-evaluation #2 of the ROD – December 7, 2017 

To proceed to construction, TxDOT was required to obtain an Individual Permit (IP) from the U.S. 
Army Corps of Engineers (USACE).  TxDOT obtained a USACE Section 404 IP for Segment 1 
of the Project on August 12, 2016. Due to changes in impacts to Waters of the U.S. associated with 
the Segment 1 Re-evaluation #1, TxDOT was required to obtain an addendum to the approved IP.  
Approval of that addendum was December 7, 2017.  This IP is based on the Preliminary Schematic 
Design; if the DB Contractor proposes design changes to the Preliminary Schematic Design that 
require additional impacts, then they are responsible for obtaining all required additional 
approvals. TxDOT has entered into an advanced funding agreement (AFA) with Montgomery 
County in which Montgomery County is responsible for the development and implementation of 
the mitigation plan and monitoring and maintenance of the mitigation site for impacts associated 
with the Segment 1 USACE IP.  Montgomery County completed the task for the mitigation plan 
and as such this risk has been eliminated.   
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The GEC has reviewed the environmental process and commitments for the Project, and the DB 
Contractor proposed means of addressing the commitments and considers these to be reasonable 
and appropriate for the scope associated with the Project.  Since all Environmental studies are 
completed for the System, there are no environmental risks of the System opening by the defined 
SC.   

However, TxDOT is still required to complete wildlife studies on select Segment 2 ROW parcels 
and those will not be completed until the spring of 2019.  Pending the outcome of these studies, 
the DB Contractor may be required to revise their design and construction methods.  This could 
lead to potential time extensions for Segment 2 only and cost increase which TxDOT would need 
to address.  Since these studies and potential impacts are limited to Segment 2 of the Project, the 
GEC does not anticipate delay in TxDOT’s ability to generate toll revenues. 
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TOLL COLLECTION SYSTEM 

Toll Gantry Locations 

The System consists of approximately 15 miles of new tolled lanes from FM 1774 in Pinehurst, 
Texas (Montgomery County) to FM 1774 in Todd Mission, Texas (Grimes County). There are two 
main lane gantries planned.  One gantry is located between FM 149 and the future thoroughfare in 
Magnolia and the other is between FM 1486 and FM 1774 in Todd Mission.  These gantries will 
provide the toll collection for the main lanes.  A total of four ramp connections to or from the 
System will be in pairs at two locations with one just south of FM 149 and the other just south of 
FM 1486.  Refer to Figure 3 for toll gantry locations.  

Design of the Electronic Toll Collection System (ETCS) 

The design of the toll system is a combined effort between the DB Contractor and TxDOT.  
TxDOT has a separate contract with TransCore (the “System Integrator”), for the construction, 
installation, and maintenance of the Electronic Toll Collection System (ETCS) for the Project.  
The DB Contractor is responsible for designing general roadway items through each toll zone 
location.  TxDOT’s Toll Operations Division (TOD) is responsible for civil design of the toll 
infrastructure, static toll rate signs, and toll entrance signs related to the Systems Integrator’s work.  
The DB Contractor is required to coordinate with TOD and the Systems Integrator during the 
design and construction phase to ensure integration of the design of all ETCS-related civil 
elements. 

Construction of the ETCS 

The construction of the ETCS is coordinated between the DB Contractor, TOD, and the System 
Integrator.  The DB Contractor is required to support the System Integrator’s installation of the 
ETCS by providing access to the System and coordinating construction activities to allow the 
Systems Integrator to construct tolling civil infrastructure in the toll zones concurrently with the 
DB Contractor’s work.  Toll zone work activities by the DB Contractor must be completed in all 
toll zones no later than 180 days prior to SC, at which point the DB Contractor must provide full 
and unobstructed access to the Systems Integrator’s construction and installation of all toll-related 
work.  If the DB Contractor fails to complete their toll zone work prior to the applicable deadline, 
TxDOT has the right to assess Liquidated Damages. 

Toll Collection 

All toll collection lanes are dedicated, open-road, nonstop lanes to expedite the flow of traffic 
through the gantries, improve traffic safety, air quality, and provide for ease of maintenance.  The 
ETCS utilizes overhead gantries to allow for placement of toll collection equipment.  The ETCS, 
is currently operated by TxDOT using its statewide vendors, will be interoperable with 
transponders issued by all toll road operators in Texas, Oklahoma, and Kansas.  Vehicles equipped 
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with either a transponder will be tolled electronically as they travel through the Systems’ toll 
gantries.  Tolls will be automatically deducted from the user’s account that is linked to the 
registered valid transponders.  Vehicles using the System that do not have these transponders will 
have photos taken of their license plate and the vehicle’s owner will be mailed an invoice for their 
tolls plus applicable fines and fees.  All vehicles using the System will be monitored with video-
enforced toll collection systems. 

TxDOT maintains an interoperability agreement with other tolling agencies in Texas, Oklahoma, 
and Kansas through which each agency processes tolls for the transactions of their own customers’ 
utilizing such agency’s transponders on toll roads owned by other agencies.  TxDOT is working 
with other tolling agencies to allow for a nationwide billing system. 

Toll transaction processing services will be performed for the System at the TxDOT Statewide 
Customer Service Center by TxDOT TOD staff and their toll operations vendor, currently 
Conduent. The services provided by Conduent include toll revenue collection, customer service, 
non-tag transaction processing, payment enforcement, and back office system equipment 
maintenance.  The current TxDOT contract with Conduent is set to expire June 31, 2020.  TxDOT 
has the option to procure the toll operations services or extend the existing toll operations services 
contract. It is assumed that terms and associated expenses of a new toll operations services contract 
will be consistent with the terms and associated expenses of the existing toll operations services 
contract.   

The TxDOT Statewide Customer Service Center is in Austin.  It is not anticipated that a new 
TxDOT Customer Service Center will be required to be constructed in the Houston area for the 
System.  For Houston area customers, account management activities for their TxTag accounts can 
be handled through the web or by phone with a representative in Austin. TxDOT’s Customer 
Service Center in Austin will process all TxTag transponder-based toll payments and provide all 
other back office operations regarding the transaction processing and customer service of these 
TxTag transactions and accounts.  TxDOT’s Customer Service Center will also process all non-
tag transactions on the System.  All non-TxTag transponder-based transactions will be provided 
to the customer’s respective agency (NTTA, HCTRA, etc.) for transaction processing and revenue 
collection, which includes customer service center support.   

The toll collection system installed in all lanes of the ETCS will also be used for non-tag 
transactions enforcement.   Customers without a transponder that use the facility will have an 
image of their license plate captured and will be mailed a non-tag transactions notice.  TxDOT 
maintains an interface with the Texas Department of Motor Vehicles to identify owners of 
registered vehicles.  Non-tag transactions will be pursued in accordance with TxDOT policies, as 
well as the applicable Texas law for the use of turnpikes.  The TxDOT Customer Service Center 
will be responsible for processing non-tag transactions, including issuance of non-tag transactions 
notices and collection of fines and fees.  
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TxDOT’s TOD and the System Integrator will be responsible for the maintenance of the ETCS, 
which is discussed in the following section along with toll collection operations and maintenance 
cost estimates.   

BGE has reviewed the toll collection system, the TxDOT TOD contracts and the DBA 
requirements and considers these to be reasonable and appropriate for the scope associated with 
the System.  This is consistent with other statewide tolled-lanes projects which have been working 
over the past several years.  The review of the toll collection system reflects the professional 
judgment of the GEC and does not represent a guarantee that the actual toll collection system will 
not vary from the estimated toll collection system. 
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PROJECT COST ESTIMATES 

At the end of planning and during procurement of the DBA to select the best value proposer, 
TxDOT and its consultants finalized the total cost estimate for the Project.  Estimates were 
developed from actual TxDOT expenditures to date, future estimated costs, and applicable 
contingencies based on risk associated with the Project.  

The estimated total project development cost of the Project, exclusive of future maintenance costs, 
is $791.72M (Segment 1 - $500.10M; Segment 2 - $291.62M). TxDOT executed the DBA with 
the DB Contractor in the amount of $500.44M (Agreement Price), which is the sum of the Project 
Price of $325.97M and the Segment 2 Price of $174.48M.  The Agreement Price for Segment 1 
has since been increased by $36,68M to include additional scope elements which TxDOT 
determined were required for the benefit of the System.   

The additional scope includes all engineering, design, construction, ROW acquisition services, 
utility relocation services, and other administration required by the DB Contractor for performance 
of the Work as described in the Technical Provisions for the Project and Options 1 and 2, which 
have both been executed by TxDOT to be included in the System.   

The additional scope for Segment 1 includes, the addition of Option 2, added local access, bridges 
to encourage local growth (paid by local funding), and the addition of bridges to prevent flooding 
issues during major rain events. 

The Agreement Price for Segment 2 has increased by $10.82M to account for additional work to 
eliminate impacts to the Waters of the United States which were previously undocumented for 
Segment 2 because of lack of access to land parcels.  This $10.82M was removed from the Segment 
2 Contingency funding.  There is an additional $15.00M budgeted to account for escalation costs 
related to other Segment 2 environmental delays.   

During the procurement of the Project, TxDOT conducted a cost estimate workshop with FHWA. 
This allowed FHWA to discuss the estimated cost with TxDOT along with Project risks.  FHWA 
then used a detailed program to calculate a final estimated Project cost.   

TxDOT determined the best valued proposer after reviewing each contractor’s proposal and 
grading that proposal on its financial and technical approaches.  During the review of the proposals, 
TxDOT compared the pricing to the estimate developed with FHWA.  The DB Contractor’s pricing 
was consistent with expectations and did not indicate the DB Contractor had missed any portions 
of the DBA requirements when pricing its proposal.  

In addition to the Agreement Price, the total cost for development of the Project includes TxDOT 
costs for (1) ROW acquisition and utility relocations, (2) toll equipment and integration, (3) 
environmental mitigation, (4) stipends paid to unsuccessful proposers, (5) agency costs (i.e. 
management, oversight, GEC, legal, and other miscellaneous costs), and (6) project contingency 
in the amount of $43.79M to account for potential change orders and other unforeseen increases 
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in the project budget. A summary of the total Project cost is shown in Table 5 below. DB 
Contractor costs for construction and professional services represent actual amounts included with 
the Proposal.   

The DBA is a lump sum contract with a guaranteed time to completion; therefore, the risk of cost 
increases to TxDOT for the Project are. Cost uncertainties regarding the final land value for 
purchased ROW since these are negotiated with land owners and potential change orders could 
impact TxDOT’s overall Project Cost. Reasonable contingencies are included in the Project budget 
and should be adequate to address the possibility of these cost uncertainties. Per the DBA, all cost 
increases and schedule delays are the responsibility of the DB Contractor, apart from compensation 
or schedule relief for specific and defined events including TxDOT Directed Changes and 
justifiable Force Majeure events as defined in the DBA. Further, the DB Contractor’s rights to 
compensation or schedule relief are subject to the change order process as part of the DBA. 
 

Table 5 - Estimated Total Project Cost Summary Funding for the proposed Project is a combination 
of Federal, State, and local government funds (Montgomery County for right-of-way) and 
anticipated bond proceeds. Segments 1 and 2 are funded separately even though both segments are 
being constructed as one project. Bond proceeds are for Segment 1 of the Project only (the tolled 
portion of the Project). A total of $288.10M in Federal and State has been committed for the 
System.  Bond proceeds will account for the remaining $200.00M in funding.  Montgomery 
County is contributing approximately $12 million for the System. 
 
The Project is included in the 2015 Unified Transportation Plan (UTP), which was approved on 
August 28, 2014, by the Texas Transportation Commission. The UTP authorizes projects for 
construction, development and planning activities. The Project is included in the 2015-2018 
Statewide Transportation Improvement Program (STIP). 
 
Currently there are several contract changes being discussed between TxDOT and the DB 
Contractor.  The Change Orders (CO) have been initiated for a variety of reasons, but all proposed 
changes will benefit the System in the future.  The GEC is responsible for the review of all COs 
to ensure that they adhere to the DBA.  The GEC is also responsible to develop a third party 
estimate to verify cost reasonableness.  The System now includes four CO documents and is in 
different stages of negotiations on three other packages.  Of the four packages that TxDOT 
executed: the first adds several driveways to a land development project; the second extends the 
DBA 98 days from the original SC date for Segment 1 (the time extension is already included in 
the dates presented) to address ROW delays early in the Project; the third extended the spacing 
requirements between CCTV Poles, and the forth added bridges over a floodway that was 
discovered to develop during heavy rain events.  The pending CO packages vary in scope and price 
range.  Two of the pending COs are linked to commitments made as part of ROW negotiations.  
The final pending CO is for intersection improvements to increase safety and interconnectivity 
along the System.    

The various risks and accompanying risk mitigation strategies associated with the Project are 
shown in a later section of this report.   
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The GEC has reviewed the total project cost estimate for the System ($500.10M) and finds it to be 
reasonable and appropriate for the System scope. It is the GEC’s belief that the System can be 
constructed within the limits described for the estimated funding given herein. The DB Contractor 
costs for design, construction, and professional services are actual costs as provided with the DBA 
and COs ($362.65M). The contingency amount of $21.36M (approximately 6% of DB Contractor 
price and TxDOT costs less contingency) for the System is a reasonable level for this stage of the 
System.  The estimated System cost reflects the professional judgment of the GEC and does not 
represent a guarantee that the actual System costs will not vary from the estimated cost. 

 
Table 6 - Estimated Total Project Cost Summary 

Segment 1 ($ Millions) 
Construction Costs 
 DB Contract     

 Design-Construction (DBA)1  $         359.76  

 Locally Funded CO2  $              2.88  
 Contingency (DBA)  $            21.36  

 Subtotal DB Contract  $         384.00  
 Toll Integrator  $            11.00  
 ROW  $            81.00  
 Environmental Mitigation  $            16.00  
 Contingency (ROW)  $              8.10  
Subtotal Segment 1 Construction  $         500.10  

 1 Includes Change Orders 1-7 & utilities 

 2 Local funds were used to pay for CO 1, 5, 6, 7 
       

Segment 2 ($ Millions) 
Construction Costs 
 DB Contract     

 Design-Construction (DBA)3  $         185.29  
 Contingency (DBA)  $              6.63  
 Price Escalation  $            15.00  

 Subtotal DB Contract  $         206.92  
 ROW  $            41.00  
 Utilities (TxDOT)  $            21.00  
 Environmental Mitigation  $            15.00  
 Contingency (10% of ROW, Util & ENV)  $              7.70  
  
Subtotal Segment 2 Construction  $         291.62  

 3 Includes Change Order 8 
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OPERATIONS AND MAINTENANCE 

The System will be maintained in accordance with TxDOT maintenance standards for highways. 
Concurrently with the execution of the DBA, TxDOT and DB Contractor entered into a Capital 
Maintenance Agreement (“CMA”) for DB Contractor to provide, at TxDOT’s sole option, capital 
maintenance for certain specified elements of the Project for a maximum of 15 years. TxDOT is 
responsible for performing all routine maintenance not performed under the. TxDOT will assume 
the routine and periodic major renewal maintenance obligations of the System after the 15-year 
CMA period.  TxDOT’s Toll Operations Division (TOD) will operate and maintain the toll system 
elements.   

This section of the report describes the operations and maintenance responsibilities and costs for 
both the Project roadway and toll collection system elements.   
Operations and Maintenance of Project Roadway Elements 

With the execution of the DBA, a CMA was included with the DBA for the DB Contractor to 
maintain certain elements (non-toll related items) of the Project within specified limits.  

CMA Terms and Options 

The CMA has a maximum of three five-year terms.  No later than 180 days prior to Substantial 
Completion of Segment 1, TxDOT will either (a) issue Maintenance Notice-to-proceed 1 
(NTP1) to DB Contractor or (b) terminate the CMA.  If TxDOT elects to issue Maintenance 
NTP1, the DB Contractor’s maintenance obligations under the CMA commences.  This initial 
maintenance term of the CMA is for five years and commences on the date of SC of the 
System.  

After the initial term of the CMA, TxDOT, in its discretion, will have the option to extend the 
term of this CMA for up to two additional, five-year terms, for a maximum of total CMA term 
of 15 years.  Each additional optional five-year term begins at the expiration of the prior term 
and continues for a period of five years, unless terminated earlier by TxDOT.  TxDOT has no 
obligation or liability to the DB Contractor if TXDOT elects to not execute the additional 
maintenance terms.  Segment 1 and Segment 2 are automatically included in the scope of the 
CMA under the initial maintenance term upon SC of the respective segment, unless the DBA 
is terminated. 

After the first five-year (initial maintenance) term, there are two separate possible scenarios 
for which maintenance of the roadway sections of the Project will be performed: (1) TxDOT 
and DB Contractor continue to have shared maintenance responsibilities during the terms of 
the executed CMA or (2) TxDOT will maintain the Project per standard TxDOT practices.   
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During the term of CMA, TxDOT may, at any time, terminate the Capital Maintenance 
Agreement and performance of the Maintenance Services, in whole or in part, if TxDOT 
determines, at its discretion, that a termination is in TxDOT’s best interest (“Termination for 
Convenience”).  TxDOT has minimal risk if it would elect to exercise its right to Termination 
for Convenience per the CMA beyond outstanding payment to the DB Contractor for services 
provided on the Project by the DB Contractor.  If TxDOT were to elect to terminate the CMA, 
the remaining maintenance could be addressed by one of two different methods.  First, TxDOT 
could take over the maintenance responsibilities using internal work crews who perform the 
same type of work in the surrounding area.  The second option is that TxDOT would have the 
right to hire a different maintenance company to perform a portion or all the maintenance 
work requirements.  While it is unlikely that TxDOT will terminate the CMA during one of 
the five years terms, it is plausible that TxDOT would determine that they would not renew 
the second or third CMA five-year period.  

Maintenance Responsibility of DB Contractor with CMA  

If CMA NTP1 is issued to the DB Contractor, maintenance responsibilities for the Project will 
be divided between TxDOT and the DB Contractor. For the duration of the maintenance term, 
the DB Contractor is responsible for maintenance services within the maintenance limits for 
the defined elements (the “maintained elements”) per the specifications included with the 
CMA. For a complete list of DB Contractor maintenance responsibility elements, refer to 
Appendix C. A summary of the maintained elements by the DB Contractor as required by the 
CMA are: 
- pavement and pavement subgrades, 
- drainage features, 
- limited roadside elements  
- structures (bridges, culverts, and walls), and 
- earthwork/embankments. 

The DB Contractor must remedy and repair the Project, other than the elements TxDOT or 
others are responsible for maintaining, including renewal or rehabilitation work not scheduled 
in the DB Contractor’s planned annually recurring highway maintenance and repair program, 
as necessary to meet the performance specification requirements of the CMA (see Appendix 
D).  Where TxDOT, other governmental entities, or the Systems Integrator have maintenance 
responsibilities within the maintenance limits or on adjacent facilities, the DB Contractor is 
required to coordinate its traffic management plan with the traffic management of others to 
minimize disruption to users.  

A warranty term for each segment of the Project will commence upon SC of each respective 
segment and remain in effect until one year after Final Acceptance of each segment. During 
the period of the initial maintenance term in which the construction warranties under the DBA 
are in effect, for any failures of any of the work with applicable warranties, the DB Contractor 
is required to correct that work at its own expense. The costs associated with warranty repairs 
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and remedies are not included in the maintenance price submitted by the DB Contractor with 
the Proposal (see Appendix E).    

The DB Contractor is required, per the CMA, to avoid any adverse impact on the Electronic 
Toll Collection System (ETCS) equipment wherever possible as to not cause any loss of toll 
revenue to TxDOT. If the DB Contractor plans to undertake maintenance services that 
potentially affects the ETCS equipment or vehicle movements on main lanes or ramps, the 
DB Contractor is required to inform TxDOT and TxDOT’s Statewide Systems Integrator. 
When adverse impact on ETCS equipment as a result of maintenance services is unavoidable, 
the DB Contractor is required to prepare and submit an ETCS impact mitigation plan in 
advance of the planned maintenance services for TxDOT’s approval that identifies the nature 
and duration of the potential impacts and associated proposed mitigation measures.  

Maintenance Responsibility of TxDOT with CMA 

TxDOT, or other applicable third-party governmental entity, retains routine maintenance 
responsibilities for those items the DB Contractor is not required to maintain per the CMA 
documents (the “non-maintained elements”).  For a complete list of TxDOT maintenance 
responsibility elements, refer to Appendix C. A summary of the major elements to be 
maintained by TxDOT as required by the CMA are: 
- pavement markings, 
- safety attenuators, 
- traffic signs, 
- traffic signals, 
- illumination, 
- sound walls and ROW fence, 
- roadside elements (mowing, litter pickup, vegetation/landscaping, etc.), 
- rest areas (if applicable), 
- ITS equipment (by TxDOT TOD), 
- tolling facilities and equipment (by TxDOT TOD), 
- aesthetic elements, and 
- sweeping and cleaning. 

TxDOT will provide the response to incidents and customer inquiries.  TxDOT will perform 
preventive actions and the clearance of snow and ice accumulations within the maintenance 
limits generally in accordance with TxDOT’s Snow and Ice Control Operations manual, as 
may be modified by local practice.  The DB Contractor will provide support and assistance to 
TxDOT for snow and ice control. When instructed by TxDOT, the DB Contractor must repair 
any damage to elements maintained by the DB Contractor caused by an incident or emergency.   

CMA Limits 

The DB Contractor will furnish all maintenance services for the required elements throughout 
the maintenance period within the maintenance limits defined in the CMA.  The maintenance 
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limits generally match the limits of construction by the DB Contractor along the Project, 
beginning just south of FM 1774 and extending to SH 105 in Grimes County.  The 
maintenance limits do not include existing frontage roads or transitions to existing pavements 
at cross-streets. The DB Contractor is required to prepare and maintain updated maintenance 
limits plans consistent with the DB Contractor’s final design and construction and with the 
principles and extents shown in the CMA as part of its Maintenance Management Plan 
(MMP).  

Maintenance Management Plan (MMP) 

Prior to completing any Maintenance services, the DB Contractor is required to submit an 
MMP to TxDOT for review and approval. The MMP is an umbrella document that describes 
DB Contractor’s managerial approach, strategy, and quality procedures to maintain the 
specified elements and achieve all performance requirements of the CMA Documents.  The 
MMP will define the process for maintenance of the maintained elements throughout the 
CMA term.  The MMP is required to adhere to TxDOT statewide and local requirements, 
Good Industry Practice and various TxDOT maintenance manuals.  The DB Contractor’s 
performance of the maintenance services will be governed by the performance specification 
requirements as shown in Appendix D.  

Routine Maintenance Work 

Routine Maintenance includes administrative costs, insurance premiums, and minor repair 
and maintenance of the “maintained elements” that is normally included as an annually 
recurring cost in highway maintenance and repair budgets.  As part of the CMA, the DB 
Contractor will be responsible for routine maintenance of the “maintained elements”, while 
TxDOT will be responsible for routine maintenance of the “non-maintained elements” as 
described above.  Typical routine maintenance activities include: 
- minor repair of pavement sections,  
- safety attenuator and traffic barrier repair, 
- roadside vegetation and erosion control management, 
- inspection and repair of bridge, wall, and drainage structures, 
- repair of signing, striping, pavement markings, and illumination items, 
- cleaning and sweeping of roadways, 
- snow and ice prevention and removal. 

It is anticipated that TxDOT will perform routine maintenance of their required elements using 
TxDOT District maintenance contracts.   

Renewal Maintenance Work 

Renewal work includes major maintenance, repair, reconstruction, rehabilitation, restoration, 
renewal or replacement of any “maintained elements” that is not normally included as an 
annually recurring cost in highway maintenance and repair budgets.  DB Contractor is 
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required to perform and complete renewal work when a performance specification 
requirement is not met, and the required level of performance cannot be achieved by means 
of routine maintenance.  If major work were required prior to the planned time, then the DB 
Contractor is required to conduct the work ahead of schedule so that they can meet the 
performance specifications.  This allows TxDOT to transfer the maintenance risk to the DB 
Contractor and provides a greater incentive for the pavement or other items to outlast typical 
renewal period.   

The DB Contractor is required to submit a schedule and plan for renewal work to TxDOT for 
review and approval. This renewal work plan will include the timing, scope, and nature of 
renewal work that the DB Contractor proposes for each year throughout the issued 
maintenance terms with additional details of specific locations, maintenance types and scope 
of work provided for all planned renewal work in the next five-year period. 

The Technical Provisions of the Project required design or service life of structures to be 75 
years and pavement to be 30 years, with the minimum time to the first pavement overlay at 
15 years. The typical major maintenance activities that can be anticipated along with the 
renewal frequency are shown below: 
- concrete pavement/slab crack repairs (10 years) 
- bridge joint repair/replacement (10 years) 
- bridge structure crack/spall repair (10 years) 
- traffic signs replacement (10 years) 

Maintenance of the Project After Expiration of CMA 

TxDOT (and potentially other local agencies) will perform routine and renewal work 
maintenance of the System per standard TxDOT maintenance practices no later than Year 16.   

Roadway Operations and Maintenance Cost Estimate 

During the duration of the CMA, TxDOT compensates the DB Contractor the Maintenance 
Price submitted with the Proposal for the DB Contractor’s duties and obligations for annual 
routine and renewal work maintenance services as required in the CMA Documents. All costs 
associated with providing the required CMA Maintenance Services for routine and renewal 
work are included in the Maintenance Price submitted by the DB Contractor with the Proposal. 
TxDOT will compensate the DB Contractor each month with a payment equivalent to one-
twelfth (1/12) of the sum of (a) the annual payments for Routine Maintenance plus (b) the 
annual payments for Renewal Work.  Refer to Appendix E for the Maintenance Price annual 
amounts submitted with the Proposal. 

Operations and maintenance estimates were developed using (1) actual costs provided by the 
DB Contractor in the Proposal for Years 1 – 15 for routine and renewal work and (2) TxDOT 
historical figures (cost per lane-mile per year for contracted and non-contracted maintenance) 
for the Houston District (Montgomery County). The historical costs include periodic renewal 
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activities.  To develop the estimate for the Operations and Maintenance budget, the GEC 
applied an assumed 3% annual inflation rate to each year after the known TxDOT budgets 
were provided.  This allowed the estimate to reflect future dollars and allow for accurate 
comparison.  The 3% inflation rate is based off historical construction inflation rates. 

Tables 6 below show the anticipated future operations and maintenance (routine and renewal) 
costs per year for the Project shown in year of expenditure dollars. These costs represent the 
GEC’s reasonable estimations based on professional judgment in developing cost estimates 
for similar projects based on standard practices for operations and maintenance. 

As a requirement of Sections 504 and 505 of the Trust Agreement, the GEC is required to 
perform an inspection of the System annually and submit the findings to TxDOT to ensure 
that the System has been maintained in good repair and working order.  The report will also 
provide recommendations for proper maintenance, repair, and operations of the System during 
the upcoming fiscal year.  In addition, the GEC will review and provide recommendations on 
the annual budget for operations and maintenance (renewal and replacement) established for 
the Project by TxDOT for the upcoming year prior to its adoption by the Commission.  

The GEC has reviewed the total System operations and maintenance cost estimate and finds 
it to be reasonable and appropriate for the Project scope. It is the GEC’s belief that the System 
can be operated and maintained within the limits described herein. As with design-build 
contracting method, the DB Contractor owns the cost risk for these items.  The estimated 
Project operations and maintenance cost reflects the professional judgment of the GEC and 
does not represent a guarantee that the actual Project costs will not vary from the estimated 
cost. 
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Table 7 - Project Operations & Maintenance Costs 

 

Operations and Maintenance of the Project Toll Elements 

In either scenario described above, TxDOT’s Toll Operations Division (TOD) is responsible for 
operations and maintenance of the System’s toll collection system utilizing its Statewide System 

ANNUAL ROUTINE 
MAINTENANCE

ANNUAL RENEWAL 
WORK ANNUAL TOTAL 

1 $814,529.00 $0.00 $814,529.00 $662,400.00 $1,476,929.00
2 $814,529.00 $0.00 $814,529.00 $662,400.00 $1,476,929.00
3 $814,529.00 $0.00 $814,529.00 $662,400.00 $1,476,929.00
4 $814,529.00 $0.00 $814,529.00 $662,400.00 $1,476,929.00
5 $814,529.00 $0.00 $814,529.00 $662,400.00 $1,476,929.00

5 YEAR SUBTOTAL $4,072,645.00 $0.00 $4,072,645.00 $3,312,000.00 $7,384,645.00
6 $881,207.00 $430,164.00 $1,311,371.00 $772,800.00 $2,084,171.00
7 $881,207.00 $430,164.00 $1,311,371.00 $772,800.00 $2,084,171.00
8 $881,207.00 $430,164.00 $1,311,371.00 $772,800.00 $2,084,171.00
9 $881,207.00 $430,164.00 $1,311,371.00 $772,800.00 $2,084,171.00

10 $881,207.00 $430,164.00 $1,311,371.00 $772,800.00 $2,084,171.00
5 YEAR SUBTOTAL $4,406,035.00 $2,150,820.00 $6,556,855.00 $3,864,000.00 $10,420,855.00

11 $929,638.00 $952,021.00 $1,881,659.00 $894,240.00 $2,775,899.00
12 $929,638.00 $952,021.00 $1,881,659.00 $894,240.00 $2,775,899.00
13 $929,638.00 $952,021.00 $1,881,659.00 $894,240.00 $2,775,899.00
14 $929,638.00 $952,021.00 $1,881,659.00 $894,240.00 $2,775,899.00
15 $929,638.00 $952,021.00 $1,881,659.00 $894,240.00 $2,775,899.00

5 YEAR SUBTOTAL $4,648,190.00 $4,760,105.00 $9,408,295.00 $4,471,200.00 $13,879,495.00
16 $3,196,000.00 $3,196,000.00
17 $3,196,000.00 $3,196,000.00
18 $3,196,000.00 $3,196,000.00
19 $3,196,000.00 $3,196,000.00
20 $3,196,000.00 $3,196,000.00

5 YEAR SUBTOTAL $0.00 $0.00 $0.00 $15,980,000.00 $15,980,000.00
21 $3,706,000.00 $3,706,000.00
22 $3,706,000.00 $3,706,000.00
23 $3,706,000.00 $3,706,000.00
24 $3,706,000.00 $3,706,000.00
25 $3,706,000.00 $3,706,000.00

5 YEAR SUBTOTAL $0.00 $0.00 $0.00 $18,530,000.00 $18,530,000.00
26 $4,297,600.00 $4,297,600.00
27 $4,297,600.00 $4,297,600.00
28 $4,297,600.00 $4,297,600.00
29 $4,297,600.00 $4,297,600.00
30 $4,297,600.00 $4,297,600.00

5 YEAR SUBTOTAL $0.00 $0.00 $0.00 $21,488,000.00 $21,488,000.00
31 $4,984,400.00 $4,984,400.00
32 $4,984,400.00 $4,984,400.00
33 $4,984,400.00 $4,984,400.00
34 $4,984,400.00 $4,984,400.00
35 $4,984,400.00 $4,984,400.00

5 YEAR SUBTOTAL $0.00 $0.00 $0.00 $24,922,000.00 $24,922,000.00
36 $5,780,000.00 $5,780,000.00
37 $5,780,000.00 $5,780,000.00
38 $5,780,000.00 $5,780,000.00
39 $5,780,000.00 $5,780,000.00
40 $5,780,000.00 $5,780,000.00

5 YEAR SUBTOTAL $0.00 $0.00 $0.00 $28,900,000.00 $28,900,000.00

40 YEAR TOTAL $13,126,870.00 $6,910,925.00 $20,037,795.00 $121,467,200.00 $141,504,995.00

TOTAL SEGMENT 
1

ROADWAY OPERATIONS & MAINTENANCE COSTS PER YEAR*

YEAR DEVELOPER
Project

TXDOT

N/A

N/A

N/A

N/A
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Integrator.  TxDOT currently has a contract with TransCore as TxDOT’s Statewide Toll Systems 
Integrator for the procurement, installation, and maintenance of TxDOT’s statewide toll collection 
systems.  All preventive, predictive, and corrective maintenance for the toll collection system are 
performed under contract by the Systems Integrator.  

Operation and maintenance of a toll collection system includes a variety of activities such as 
administration, toll operations, routine toll system maintenance, and periodic renewal and 
replacement of the toll system needed to ensure efficient performance of the toll collection system.  

As a requirement of Sections 504 and 505 of the Trust Agreement, the GEC will annually perform 
an inspection of the system, document the findings, and estimate and recommend the amount of 
funding necessary to operate and maintain the toll collection system in good repair.   The GEC 
will offer comments and recommendations to the annual renewal and replacement budget prior to 
its adoption by the Commission.   

Toll Collection Operations & Maintenance Cost Estimates 

TxDOT’s TOD prepared operations and maintenance (routine and renewal) cost estimates for the 
System which are consistent with the SH 249 Comprehensive Traffic and Toll Revenue Study.   

The GEC has reviewed the operations and maintenance of toll equipment estimate provided by 
TxDOT TOD, the TxDOT TOD contract with TransCore as the Systems Integrator and the DBA 
requirements and finds it to be reasonable and appropriate for the project scope.  The estimated 
operations and maintenance of toll equipment cost reflects the professional judgment of the GEC 
and does not represent a guarantee that the actual Project costs will not vary from the estimated 
cost. 
  



SH 249 Engineer’s Report 
 
 

Page 43 

Table 8 - Toll Collection Operations & Maintenance Costs 

 

 

TOLL COST TO 
COLLECT

TOLLING 
OVERHEAD

TOLLING O&M / 
INTEGRATOR

 TOLLING CAPEX 
/ INTEGRATOR 

2021 98,000$              26,000$            44,899$                 168,899$            
2022 689,000$            178,000$         274,364$               -$                       1,141,364$        
2023 917,000$            237,000$         274,364$               -$                       1,428,364$        
2024 1,175,000$        303,000$         280,537$               -$                       1,758,537$        
2025 1,412,000$        362,000$         280,537$               -$                       2,054,537$        

5 YEAR SUBTOTAL 4,291,000$        1,106,000$      1,154,701$           -$                       6,551,701$        
2026 1,549,000$        394,000$         286,849$               -$                       2,229,849$        
2027 1,641,000$        413,000$         286,849$               3,493,825$          5,834,674$        
2028 1,735,000$        433,000$         293,303$               2,461,303$        
2029 1,831,000$        453,000$         293,303$               -$                       2,577,303$        
2030 2,127,000$        526,000$         299,903$               -$                       2,952,903$        

5 YEAR SUBTOTAL 8,883,000$        2,219,000$      1,460,208$           3,493,825.26$    16,056,033$      
2031 2,360,000$        581,000$         299,903$               -$                       3,240,903$        
2032 2,515,000$        612,000$         306,650$               -$                       3,433,650$        
2033 2,676,000$        644,000$         306,650$               -$                       3,626,650$        
2034 2,840,000$        676,000$         313,550$               -$                       3,829,550$        
2035 3,007,000$        708,000$         313,550$               -$                       4,028,550$        

5 YEAR SUBTOTAL 13,398,000$      3,221,000$      1,540,304$           -$                       18,159,304$      
2036 3,219,000$        749,000$         320,605$               -$                       4,288,605$        
2037 3,456,000$        796,000$         320,605$               4,001,385$          8,573,990$        
2038 3,697,000$        842,000$         327,819$               4,866,819$        
2039 3,942,000$        888,000$         327,819$               -$                       5,157,819$        
2040 4,192,000$        935,000$         335,194$               -$                       5,462,194$        

5 YEAR SUBTOTAL 18,506,000$      4,210,000$      1,632,041$           4,001,385$          28,349,426$      
2041 4,360,000$        963,000$         335,194$               -$                       5,658,194$        
2042 4,487,000$        983,000$         342,736$               -$                       5,812,736$        
2043 4,618,000$        1,003,000$      342,736$               -$                       5,963,736$        
2044 4,754,000$        1,024,000$      350,448$               -$                       6,128,448$        
2045 4,894,000$        1,045,000$      350,448$               -$                       6,289,448$        

5 YEAR SUBTOTAL 23,113,000$      5,018,000$      1,721,563$           -$                       29,852,563$      
2046 5,021,000$        1,062,000$      358,333$               -$                       6,441,333$        
2047 5,143,000$        1,078,000$      358,333$               4,582,680$          11,162,013$      
2048 5,268,000$        1,094,000$      366,395$               6,728,395$        
2049 5,396,000$        1,111,000$      366,395$               -$                       6,873,395$        
2050 5,529,000$        1,128,000$      374,639$               -$                       7,031,639$        

5 YEAR SUBTOTAL 26,357,000$      5,473,000$      1,824,096$           4,582,680$          38,236,776$      
2051 5,647,000$        1,141,000$      374,639$               -$                       7,162,639$        
2052 5,758,000$        1,152,000$      383,069$               -$                       7,293,069$        
2053 5,873,000$        1,164,000$      383,069$               -$                       7,420,069$        
2054 5,990,000$        1,175,000$      391,688$               -$                       7,556,688$        
2055 6,110,000$        1,187,000$      391,688$               -$                       7,688,688$        

5 YEAR SUBTOTAL 29,378,000$      5,819,000$      1,924,153$           -$                       37,121,153$      
2056 6,213,000$        1,195,000$      400,501$               -$                       7,808,501$        
2057 6,308,000$        1,201,000$      400,501$               5,248,421$          13,157,922$      
2058 6,406,000$        1,207,000$      409,512$               8,022,512$        
2059 6,505,000$        1,213,000$      409,512$               -$                       8,127,512$        
2060 2,210,000$        411,000$         418,726$               -$                       3,039,726$        

5 YEAR SUBTOTAL 27,642,000$      5,227,000$      2,038,752$           5,248,421$          40,156,173$      

40 YEAR TOTAL 151,568,000$    32,293,000$   13,295,817$         17,326,311$        214,483,129$   

ROUTINE OPERATIONS & MAINTENANCE PER YEAR

YEAR

ROUTINE O&M
CUMULATIVE 

TOTAL
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PROJECT RISK ASSESSMENT 

As with any project of this size, there are risks associated with development of the Project. In 
March 2017, FHWA, TxDOT, and their consultants conducted a Cost Estimation and Risk 
Assessment (CERA) workshop to review the cost and schedule estimates for the Project. During 
the CERA workshop, a list of risks with associated mitigation strategies (a Risk Register) was 
developed, specifically those that relate to cost and schedule impacts. TxDOT will update the Risk 
Register for the Project on a quarterly basis throughout the life of the Project.   

A list of those medium to high risks unique to this Project along with a brief discussion of each 
are shown below:  

• Cost: Estimates for the Project were developed from actual TxDOT expenditures and 
TxDOT’s future estimated cost. The estimate developed through the CERA reflected the 
70% confidence level values in the year of expenditure (YOE), or mid-point of 
construction, and was based on the simulation results of applicable contingencies and risk 
mitigation discussed and analyzed during the CERA workshop. Since the time the CERA 
workshop was held, TXDOT selected the DB Contractor, negotiated prices for the DB 
Contractor costs for both Segment 1 and Segment 2, and entered the DBA. These 
negotiated prices are reflected in the total project cost estimate.  Even though the estimate 
includes $20M for escalation of Segment 2 given the delay in NTP2, that amount is 
unknown until the actual date of NTP2.  In addition, the mitigation costs for the Segment 
2 Section 404 Permit are unknown pending approval of the permit.  Specific provisions 
within the DBA require the DB Contractor to “use its best efforts to minimize costs” for 
which the DB Contractor is entitled to additional compensation related to new or 
unidentified utilities, hazardous materials, and other potential change orders  

• ROW acquisition: Some of the Segment 2 parcels for acquisition are not scheduled to be 
available for construction until fall-2018. This impacts right-of-entry and the ability to 
obtain necessary project data as well as the construction schedule.  

• Delay in Segment 2 opening date: the environmental issues in Segment 2 that could delay 
the start of Segment 2 will impact the completion date.  There is potential for the delay in 
Segment 2 opening to impact the traffic and revenue for Segment 1.  Refer to the “SH 249 
Comprehensive Traffic and Toll Revenue Study,” prepared for TxDOT by CDM Smith, 
for discussion of impacts to Segment 1 toll revenue with the delay in opening of Segment 
2. 

• Segment 2 environmental: TxDOT bears the risk of obtaining the Segment 2 USACE 404 
Permit and the responsibility for obtaining right-of-entry for all affected parcels in Segment 
2. Even though Segment 2 NTP2 is separate from Segment 1 NTP2, Segment 2 NTP2 will 
not be issued until the permit is acquired. TxDOT could be subjected to escalation prices 
from the DB Contractor if the NTP2 date extends beyond two years past the Proposal due 
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date.  Further, TxDOT is responsible for compensation into the mitigation bank program 
as required by the final Segment 2 Section 404 Permit.   

• Third party agreements: The Project requires four separate railroad crossings. It typically 
requires significant time and efforts to coordinate with railroads. The railroad crossing 
agreement will be between TxDOT and the railroad company in which the DB Contractor 
will be required to comply.  If the agreement is not in place, with allowance for use of the 
railroad ROW for bridge structures, the Project costs could increase, and schedule could 
be impacted.   

• Force Majeure events: The Project is in the northwest Houston area, which is subjected to 
hurricanes.  Per the DBA, the DB Contractor may request a change order to extend a 
completion deadline or for increased costs because of a Force Majeure event.  The DBA 
has specific definitions for what events qualify as Force Majeure with certain limitations, 
such as to the extent that it is not possible to work around the event.  A Force Majeure 
event also typically impacts utility relocation contractors working on the Project, which 
may be deployed for recovery efforts because of the event.   

• Hazardous materials: The Project is in mostly rural areas that have the potential for 
unknown hazardous materials. Per the DBA, TxDOT will compensate DB Contractor for 
(i) 50% of DB Contractor’s reasonable costs directly attributable to the handling, transport, 
removal and disposal of pre-existing hazardous materials encountered by DB Contractor 
that exceed $150,000 but do not exceed $500,000, (ii) 100% of costs that exceed $500,000, 
and (iii) 100% of costs for pre-existing hazardous materials encountered by DB Contractor 
on any additional properties acquired as a result of a TxDOT-directed change. DB 
Contractor will be responsible for all other costs related to pre-existing hazardous 
materials. 

• Funding for operations and maintenance: through the Environmental process, it was 
determined that Segment 2 would be a non-tolled facility. The TxDOT Bryan District will 
be responsible for long-term operations and maintenance and will need to secure additional 
funding.   

A complete list of all risks with associated mitigation strategies developed at the CERA workshop 
are included in Appendix F.    

The GEC has reviewed the project risk assessment and finds it to be reasonable and appropriate 
for the Project scope. It is the GEC’s belief that the Project can be completed with the anticipated 
risks provided TxDOT and DB Contractor work together to mitigate such risks.  As a reminder, 
several of the risks listed are specific to Segment 2 which is part of the Project, but do not impact 
the System or TxDOT’s ability to collect tolls.  As with design-build contracting method, the DB 
Contractor owns most of the cost risk for these items.  The project risk assessment reflects the 
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professional judgment of the GEC and does not represent a guarantee that the actual Project risks 
will not vary from the anticipated risks. 
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SH 249 Comprehensive 
Traffic and Toll Revenue  

Study

December 2018

In conjunction with:
CDS Community Development Strategies
Resource Systems Group, Inc.
C J Hensch & Associates, Inc.



 

9430 Research Blvd. 1-200 
Austin, Texas 78759 
Tel: (512) 346-1100 
Fax: (512) 345-1483 

 

 

December 13, 2018 
 
Michael Midkiff, P.E. 
Pre-Procurement/Procurement Task Lead 
Texas Department of Transportation 
7745 Chevy Chase Drive, Suite 300 
Austin, TX  78752 
 
 
Re: TxDOT SH 249 Toll Road – Comprehensive Traffic and Toll Revenue Study 
 
Dear Mr. Midkiff: 
 
CDM Smith is pleased to submit this report of our Comprehensive Traffic and Toll Revenue Study for 
the proposed SH 249 Toll Road project in Montgomery and Grimes counties, Texas. The report 
summarizes the results of the study, which includes the development of traffic and toll revenue 
estimates for a 40-year forecast horizon.  
 
The purpose of this study is to conduct Comprehensive Traffic and Toll Revenue evaluation using 
recently collected data in the proposed SH 249 corridor and accounts for the more recent traffic 
characteristics and demographic growth trends occurring within the Greater Houston region. An 
independent socioeconomic review update, and a letter update to the stated preference survey were 
also undertaken as part of the study and are summarized herein. 
 
Our project team, including Ram Maddali, Mustafa Kamal, Bikash Gautam, Abir AKM, Laurent Lin, 
Abril Matysek, Rohan Shah and others, gratefully acknowledge the assistance and cooperation 
received from TxDOT and TxDOT’s consultants, as well as others contacted during the course of the 
study. CDM Smith sincerely appreciates the opportunity to have participated in this important project. 
 
Respectfully submitted, 

 
 
Christopher E. Mwalwanda 
Vice President 
CDM Smith Inc. 
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Disclaimer 
CDM Smith used currently-accepted professional practices and procedures in the development of 
the traffic and revenue estimates in this report. However, as with any forecast, it should be 
understood that differences between forecasted and actual results may occur, as caused by events 
and circumstances beyond the control of the forecasters. In formulating the estimates, CDM Smith 
reasonably relied upon the accuracy and completeness of information provided (both written and 
oral) by the Texas Department of Transportation (TxDOT). CDM Smith also relied upon the 
reasonable assurances of independent parties and is not aware of any material facts that would 
make such information misleading. 

CDM Smith made qualitative judgments related to several key variables in the development and 
analysis of the traffic and revenue estimates that must be considered as a whole; therefore, 
selecting portions of any individual result without consideration of the intent of the whole may 
create a misleading or incomplete view of the results and the underlying methodologies used to 
obtain the results. CDM Smith gives no opinion as to the value or merit of partial information 
extracted from this report. 

All estimates and projections reported herein are based on CDM Smith’s experience and judgment 
and on a review of information obtained from multiple agencies, including TxDOT. These 
estimates and projections may not be indicative of actual or future values and are therefore 
subject to substantial uncertainty. Future developments, economic conditions cannot be 
predicted with certainty, and may affect the estimates or projections expressed in this report, 
such that CDM Smith does not specifically guarantee or warrant any estimate or projection 
contained within this report. 

While CDM Smith believes that the projections and other forward-looking statements contained 
within the report are based on reasonable assumptions as of the date of the report, such forward- 
looking statements involve risks and uncertainties that may cause actual results to differ 
materially from the results predicted. Therefore, following the date of this report, CDM Smith will 
take no responsibility or assume any obligation to advise of changes that may affect its 
assumptions contained within the report, as they pertain to socioeconomic and demographic 
forecasts, proposed residential or commercial land use development projects and/or potential 
improvements to the regional transportation network. 

The report and its contents are intended solely for use by the TxDOT and designated parties 
approved by TxDOT and CDM Smith. Any use by third-parties, other than as noted above, is 
expressly prohibited. In addition, any publication of the report without the express written 
consent of CDM Smith is prohibited. 

CDM Smith is not, and has not been, a municipal advisor as defined in Federal law (the Dodd 
Frank Bill) to Texas Department of Transportation (TxDOT) and does not owe a fiduciary duty 
pursuant to Section 15B of the Exchange Act to TxDOT with respect to the information and 
material contained in this report. CDM Smith is not recommending and has not recommended any 
action to TxDOT. TxDOT should discuss the information and material contained in this report 
with any and all internal and external advisors that it deems appropriate before acting on this 
information. 
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Executive Summary 

CDM Smith was retained by the Texas Department of Transportation (TxDOT) to conduct a 

comprehensive (investment-grade) traffic and toll revenue study for the proposed extension to the 

State Highway 249 (SH 249) corridor. The SH 249 is a radial corridor originating at IH 45 in Harris 

County in the south passing through the City of Tomball before terminating at the intersection of 

FM 1774/FM 149 in Montgomery County (also referred to as Tomball Parkway). The proposed SH 

249 extension project is a 25.5-mile partial toll road from FM 1774 in Pinehurst (the current 

northernmost terminus of existing SH 249) to SH 105 near Navasota, spanning across Montgomery 

and Grimes counties located northwest of Houston. This analysis is in support of TxDOT’s ongoing 

efforts to evaluate the toll revenue potential of the proposed SH 249 extension.  

ES.1 Project Description and Study Overview 
The SH 249 Project is divided into two segments as shown in Figure ES-1. Currently, Segment 1 is 

assumed to open as a toll road on July 1, 2021 and Segment 2 is assumed to open as a toll-free road 

on September 1, 2022. 

▪ Segment 1: This segment of SH 249, also referred to as the SH 249 System, extends from FM 

1774 in Pinehurst, Montgomery County to FM 1774 in the City of Todd Mission, Grimes 

County. This segment will be a tolled limited-access expressway with two lanes in each 

direction and will be 14.8 miles long. 

▪ Segment 2: This segment extends north of Segment 1, beginning at FM 1774 in Todd Mission 

and terminating at SH 105 near Navasota, Grimes County. This segment will be a toll-free 

rural highway with one lane in each direction and will have at-grade intersections. This 

segment will be 10.7 miles long. 

A 4.4-mile section of SH 249 toll road opened in April 2015 to the south of the Project in Harris 

County called Tomball Tollway - Phase I (also referred to as Segment 5). This corridor extends from 

Northpointe Boulevard to FM 2920. Additional extensions to the Tomball Tollway totaling 5.0 miles 

are planned and under construction which will extend the tollway to Pinehurst near FM 1774. 

These extensions include Tomball Tollway Phase II (Segment 4) – SH 249 from FM 2920 to the 

Harris/Montgomery County line (2.2 miles) assumed to open on January 1, 2020 and the 

Montgomery County Toll Road Authority (MCTRA) 249 Toll Road (Segment 3) from 

the Harris/Montgomery County line to north of Woodtrace Boulevard (3.0 miles) assumed to open 

on March 1, 2020. The SH 249 Project (Segment 1 and Segment 2) as well as Segment 3, Segment 

4, and Segment 5 are collectively referred to herein as the “SH 249 Corridor.”  

Upon construction of all phases of the SH 249 Extension, including the currently proposed Project, 

the entire SH 249 corridor between IH 45 and SH 105 will span approximately 61 miles across 

Harris, Montgomery and Grimes counties. 
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Figure ES-1  SH 249 Corridor - Existing and Proposed Alignments  

 

ES.2 Existing and Future Conditions 
Figure ES-2 provides a depiction of historical and forecasted traffic growth at the proposed 

mainlane toll gantry location south of FM 149 along SH 249 Segment 1. 

Based on TxDOT’s historical average daily traffic (ADT) data, the SH 249 traffic south of FM 149 

(where its current configuration is a four-lane divided arterial) grew from 11,200 ADT in 1990 to 

30,100 ADT in 2016, at a rate of approximately 3.9 percent annually. The future traffic at this 

location is projected to increase and grow at a higher rate than the observed historical growth rates 

as a direct result of the increased capacity brought about by the opening of the SH 249 Project as 

well as projected development in the travel shed of the corridor. Based on the assumptions 

included in this study, the combined traffic along FM 1774 and the new proposed SH 249 toll road 

is estimated to grow from 42,400 in 2021 to 89,600 in 2040 at an annual average growth rate of 

approximately 4.0 percent.  
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Figure ES-2  SH 249 Traffic Growth Trend Summary – South of FM 149  

 

ES.3 Traffic and Toll Revenue Summary 

ES.3.1 Traffic and Toll Revenue Assumptions 
The annual traffic and toll revenue estimates for the proposed SH 249 toll road segments were 

developed using the following assumptions: 

▪ The proposed SH 249 Segment 1 with two toll lanes in each direction from FM 1774 in 

Pinehurst to FM 1774 at Todd Mission is assumed to open on July 1, 2021. SH 249 Segment 

2, with one toll-free lane in each direction from FM 1774 at Todd Mission to SH 105 near 

Navasota, is assumed to open on September 1, 2022. The configuration along both segments 

was assumed to remain the same throughout the 40-year forecast horizon. 

▪ Annual revenue days are assumed to be 165 in the project opening year of 2021 (to reflect a 

partial year opening), 329 days in 2022, and 320 days by 2031 and 320 days thereafter. The 

weekend revenue reduction was undertaken to reflect the reduced and more evenly 

distributed weekend demand profiles that typically result in lower traffic congestion during 

weekends and thus yield reduced revenue compared to the typical weekday revenue. 

▪ Project configuration, vehicle type eligibility, proposed access locations, and toll rates will all 

be implemented as described in this report. 

▪ The tolls will be collected by electronic-toll-collection (ETC) and video/pay-by-mail tolling 

without the cash option. The video/pay-by-mail tolling surcharge was assumed to be 50 

percent of the ETC toll charge. The ETC operations were assumed to be actively monitored 

and strictly enforced to minimize the potential loss of revenue due to toll evasion. 

▪ The starting ETC regional market share for the entire modeling area was assumed to be 70 

percent in the project opening year of 2021, growing to 90 percent by 2040, which was 

assumed to remain constant for all years thereafter. Based on previous studies, the realized 

ETC transactions tend to be five to ten percent higher than the regional ETC shares in early 

years because of toll elasticity and travel demand sensitivity to the pay-by-mail toll 
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surcharge. The difference between the regional ETC share and the realized output ETC 

transaction shares tapers down in future years. 

▪ Toll leakage applied to the annual toll revenue estimates is assumed to be 2.1 percent for 

ETC revenue in 2021 and reducing to 1.3 percent by 2036 and beyond. The video/pay-by-

mail option leakage for all years is assumed to be 61 percent, which includes eligible 

veteran’s (recipient of the Legion of Valor, Medal of Honor, Purple Heart, and certain disabled 

veterans) discounts.   

▪ The traffic and toll revenue results reflect net revenue which is the sum of ETC, video/pay-

by-mail base revenue and video/pay-by-mail video surcharge revenue, after the application 

of toll leakage as noted above. 

▪ All future transportation infrastructure improvements as detailed in Houston-Galveston Area 

Council’s (H-GAC) 2040 Regional Transportation Plan as well as those projects in the 

Montgomery County Thoroughfare Plan that connect with the proposed SH 249 Project and 

described in Chapter 3 will be implemented.  

▪ Single Occupancy Vehicles (SOVs) and High Occupancy Vehicles with two or more occupants 

(HOVs) will use the toll facility by paying the prevailing toll rates without any discounts. 

Trucks will be allowed to access the toll road and will pay an average of three times the auto 

toll rate, as derived from the average truck axle distribution along the corridor. Transit 

vehicles, registered vanpools, emergency vehicles, military vehicles, and eligible veteran 

users will be able to access the toll road without paying a toll. 

▪ A toll rate of 27.4 cents per mile (in 2021 dollars) was assumed for the tolled section of the 

SH 249 Project. The toll rate was escalated at a constant rate of 2.2 percent annually in all 

future years. 

▪ Estimates of annual toll revenue included in this report were adjusted to reflect “ramp-up” 

during the first four years of operation. The ramp-up volume was assumed to be 60 percent 

of the model estimates in the opening year of 2021, 70 percent in 2022, 80 percent in 2023, 

90 percent in 2024, and 100 percent for all subsequent years. 

▪ SH 249 System will be well maintained, efficiently operated, and effectively signed and 

promoted to encourage maximum usage. 

▪ The values-of-time (VOTs) were estimated based on an analysis of the data from the stated 

preference (SP) survey conducted in spring 2015. The median values of the peak and the off-

peak VOTs ranged between $12.50 and $14.80 per hour in 2015 dollars. The VOTs were 

escalated at an average rate of 2.0 percent between 2017 and 2018 and 2.2 percent beyond 

2018, based on the economic assessment of the region and thus reflect no real growth in the 

assumed regional VOTs.  

▪ The average vehicle operating costs (VOC) were assumed to be 17.2 cents per mile for 

passenger cars and 90.7 cents per mile for trucks (in 2017 dollars) based on American 

Automobile Association (AAA) data. It was assumed that the average fuel efficiency will 

increase in future years (mainly due to the new CAFÉ standards for new vehicles). The 
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average fuel efficiency of passenger cars was assumed to increase from approximately 29 

mpg in 2017 to 52 mpg in 2040. Future gasoline prices were assumed to remain at 

approximately $3.00 per gallon in real terms. 

▪ Economic growth in the SH 249 Project is based upon projections and growth patterns as 

described in Chapter 4. 

▪ Motor fuel and any other source of power for operating the motor vehicles will remain in 

adequate supply and increases in price will not substantially exceed overall inflation over 

the long-term. 

▪ No local, regional, or national emergency will arise that may abnormally restrict the use of 

motor vehicles. 

▪ No change will occur in vehicle technology that will significantly affect the vehicle carrying 

capacity or vehicle operating speeds.  

Any significant departure from the basic assumptions listed above could materially affect the 

estimated traffic and toll revenue for the proposed SH 249 System. 

ES.3.2 Background Projects  
This comprehensive traffic and toll revenue study includes background projects from the updated 

networks based on the H-GAC’s 2040 Regional Transportation Plan (H-GAC’s 2040 RTP) for the 

region adopted in March 2016 and the latest amendments from December 2016. It also includes 

projects from TxDOT Statewide Planning Maps, TxDOT Current Project List Database, and the City 

of Navasota Comprehensive Plan. Some of projects on the Montgomery County Thoroughfare Plan 

that connect with the proposed SH 249 Project were also included as background projects.  

ES.3.3 Traffic Data  
Extensive traffic data was collected for this study to develop and enhance the travel demand models 

used to forecast the traffic and toll revenues for the proposed SH 249 Project. Traffic counts were 

collected in May and September of 2016 and supplemented in October and November of 2017. An 

analysis of the origin-destination (O-D) data was undertaken to investigate the travel patterns of 

current travelers within the project area. To determine these patterns, O-D data was purchased 

from StreetLight Data. Speed and delay data was obtained from INRIX and GPS-based “speed run” 

data collected in September 2016.  

ES.3.4 Travel Demand Modeling  
The traffic and toll revenue forecasts for this study were based on an enhanced version of the H-

GAC’s 2040 RTP travel demand model. Montgomery County is part of the H-GAC’s 8-county travel 

demand model, however Grimes County is not. Since approximately one-half of the proposed 

extension to the SH 249 Project is in Grimes County, this warranted that Grimes County network 

and trip tables be added to the model used to develop traffic forecasts for this project. CDM Smith 

developed a travel demand model for Grimes County and integrated its network and trip tables 

with the 8-county H-GAC model and used it to assess the traffic and toll revenue potential of the 

proposed SH 249 Project. 
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ES.3.5 Independent Socioeconomic Review  
The distribution and growth of population, households, and employment all have a significant 

impact on the initial and continued feasibility of a toll facility. The forecasts of these socio-economic 

indicators are a key input to the trip generation modeling used to build the travel demand model 

trip tables, that form the foundation and basis of existing and future travel patterns within the 

region. It is therefore vital to carefully review these underlying demographic assumptions. As part 

of this study, an independent socioeconomic assessment was conducted to evaluate the validity of 

the current and anticipated growth of population, households, and employment within the region.  

CDM Smith employed the services of an independent subconsultant, Community Development 

Strategies (CDS), to perform an independent socioeconomic review and development update along 

the SH 249 Project and to provide an opinion on the underlying socioeconomic growth forecasts. 

The CDS review included the 8-county region representing the H-GAC modeling area and Grimes 

County. These revised demographics were incorporated into this study and were used as input to 

the four-step travel demand forecasting models to generate the existing and future model trip 

tables. The independent socioeconomic review report prepared by CDS is included as Appendix A 

to this report. 

ES.3.6 Values-of-Time 
For each travel movement, the proportion of motorists expected to use a toll facility is a function 

of the time savings offered by the toll road and the cost to use the toll road versus the value placed 

on time savings by the motorist (value-of-time or VOT). The share of the various traveler markets 

allocated to the toll road was based on an estimate of the distribution of VOT developed from the 

stated-preference surveys of travelers in the corridor. Motorists with higher VOTs are more likely 

to choose the toll road, while those with lower VOTs tend to not choose the toll road. The VOTs 

used in this study were based on an analysis of the responses to stated-preference surveys 

conducted in the spring of 2015, which was revised through a letter update in 2017, by an 

independent subconsultant, Resource Systems Group, Inc. (RSG). Details of the survey process are 

included in Appendix B. The VOTs were adjusted to reflect the observed CPI growth from 2015 to 

2017 as part of model calibration. This adjustment was necessary to replicate the demand for the 

currently open segments of Tomball Tollway and Grand Parkway. The VOTs were then escalated 

at an average rate of 2.0 percent from 2017 to 2018, and 2.2 percent per year beyond 2018, based 

on an economic analysis of the region. 

ES.3.7 Toll Rates 
The toll elasticity and the toll rate sensitivity are usually much lower for traditional toll roads like 

the SH 249 System compared to managed lanes facilities. Toll roads are also usually not operated 

under variable toll pricing regimes and instead have fixed toll rates based on a predetermined toll 

policy. Since the SH 249 Segment 1 will be constructed as a traditional toll road, a fixed tolling policy 

was adopted for the corridor with a toll rate of 27.4 cents per mile throughout the day in the 

opening year of 2021 and escalated at a rate of 2.2 percent annually. 

The average estimated toll cost for various trip movements along Segment 1 of the SH 249 Project 

for the years 2021, 2025, and 2040 under the Base Case is shown in Table ES-1. 
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Table ES-1  Cost of Travel Along Segment 1 of the SH 249 Project (Nominal Dollars) – Base Case 

Movement 

TO 

Woodtrace 
Boulevard 

FM 
149 

FM 
1488 

CR 
107* 

FM 
1486 

CR 
115* 

FM 1774 
(Todd Mission) 

2021 

FR
O

M
 

Woodtrace Boulevard - $0.54  $1.76 - $2.61  - $4.05  

FM 149 $0.54  - $1.76  - $2.61  - $4.05  

FM 1488 $1.76  $1.76 - - $0.85  - $2.29  

CR 107* - - - - - - - 

FM 1486 $2.61  $2.61  $0.85  - - - $2.29  

CR 115* - - - - - - - 

FM 1774 (Todd Mission) $4.05  $4.05  $2.29  - $2.29  - - 

2025 

FR
O

M
 

Woodtrace Boulevard - $0.59  $1.92 - $2.84  - $4.42  

FM 149 $0.59  - $1.92  - $2.84  - $4.42  

FM 1488 $1.92  $1.92  - - $0.92  - $2.50  

CR 107* - - - - - - - 

FM 1486 $2.84 $2.84 $0.92 - - - $2.50  

CR 115* - - - - - - - 

FM 1774 (Todd Mission) $4.42  $4.42  $2.50 - $2.50 - - 

2040 

FR
O

M
 

Woodtrace Boulevard - $0.82  $2.65  $3.28  $3.93  $4.38  $6.12  

FM 149 $0.82  - $2.65  $3.28  $3.93 $4.38  $6.12  

FM 1488 $2.65  $2.65  - $0.63  $1.28  $1.73  $3.47  

CR 107 $3.28 $3.28 $0.63 - $1.28 $1.73 $3.47 

FM 1486 $3.93 $3.93  $1.28  $1.28 - $1.73  $3.47  

CR 115 $4.38  $4.38  $1.73  $1.73  $1.73  - $3.47  

FM 1774 (Todd Mission) $6.12  $6.12  $3.47  $3.47  $3.47  $3.47  - 

*CR 107 and CR 115 are new roads scheduled to open in 2030. 

ES.3.8 Weekday Transactions and Annual Toll Revenue 
The average weekday transactions and annual toll revenue estimates for SH 249 for Segment 1 are 

summarized in Table ES-2 for select years. 
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Table ES-2 Weekday Transactions and Annual Toll Revenue Growth Rates 

Year 
Average Weekday 

Transactions 
Annual Toll Revenue in '000s  

(nominal dollars) 

2021 11,600 $2,758  

2025 29,200 $14,980  

2040 74,200 $57,159  

2050 88,500 $84,720  

2060 95,400 $113,483  

Average Annual Growth Rate 

2021-2025 26.0% 52.7% 

2025-2040 6.4% 9.3% 

2040-2050 1.8% 4.0% 

2050-2060 0.8% 3.0% 

Note: 2021-2025 growth rates reflect ramp-up consideration 

The average weekday transactions along Segment 1 are expected to be approximately 11,600 in 

the project opening year of 2021 and are estimated to grow to 95,400 by 2060. The annual nominal 

toll revenue generated under the Base Case is estimated to be approximately $2.75 million in the 

project opening year of 2021 and is estimated to increase to $113.48 million by the year 2060.  

Figure ES-3 and Figure ES-4 provide a graphical illustration of the projected average weekday 

transactions and nominal annual toll revenue, respectively, generated by the SH 249 Segment 1, 

opening in 2021. The projected average weekday transactions and annual toll revenue along SH 

249 Segment 1 toll road from 2021 through 2060 are shown in Table ES-3. 

Note that Table ES-3 shows a significant increase in transactions and toll revenue between 2029 

and 2030. This is due to the addition of two new interchanges (four ramp toll gantries) that provide 

access to the SH 249 Segment 1 in 2030 as shown in Figure 1-4. The additional access to the toll 

road causes some reshuffling of traffic along the immediate corridor which results in a small 

increase in transactions and toll revenue, however, there is no material increase in corridor traffic 

where the traffic growth is expected to be approximately five percent between 2029 and 2030.  

Please note all the transactions and revenue presented are based on calendar year averages except 

for Table ES-4 which shows average weekday transactions and annual toll revenue along SH 249 

Segment 1 on a Fiscal Year basis (September 1 to August 31) from 2021 through 2060.  
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Figure ES-3  Average Weekday Transactions  

 
Figure ES-4  Annual Toll Revenue in Thousands (nominal dollars)  
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Table ES-3 Estimated Weekday Transactions and Annual Toll Revenue – Base Case 

Year 

Average Weekday  

Transactions  

Annual Toll Revenue in '000s 

(nominal dollars) * 

ETC Video Total 
 ETC 

Revenue 

Video 

Base 

Revenue 

Video 

Surcharge 

Revenue 

Total 

Revenue* 

2021 8,700 2,900 11,600 $2,195 $375 $188 $2,758 

2022 11,100 3,400 14,600 $5,822 $897 $448 $7,167 

2023 15,400 4,300 19,800 $7,977 $1,180 $590 $9,747 

2024 19,600 5,200 24,800 $10,290 $1,465 $733 $12,488 

2025 23,400 5,700 29,200 $12,564 $1,610 $805 $14,980 

2026 25,000 5,800 30,800 $13,797 $1,673 $837 $16,307 

2027 26,600 5,800 32,300 $15,073 $1,738 $869 $17,679 

2028 28,300 5,700 34,000 $16,467 $1,760 $880 $19,107 

2029 30,000 5,700 35,700 $17,910 $1,782 $891 $20,582 

2030 37,100 6,500 43,600 $21,703 $1,949 $974 $24,626 

2031 39,800 6,400 46,100 $23,986 $1,963 $982 $26,931 

2032 42,400 6,200 48,600 $26,431 $1,984 $992 $29,407 

2033 45,000 6,100 51,100 $28,975 $2,004 $1,002 $31,982 

2034 47,700 6,000 53,600 $31,620 $2,025 $1,012 $34,657 

2035 50,300 5,800 56,100 $34,370 $2,045 $1,023 $37,437 

2036 54,100 5,700 59,700 $38,026 $2,051 $1,026 $41,103 

2037 57,900 5,500 63,400 $41,806 $2,057 $1,029 $44,892 

2038 61,600 5,400 67,000 $45,735 $2,062 $1,031 $48,828 

2039 65,400 5,200 70,600 $49,816 $2,066 $1,033 $52,915 

2040 69,200 5,000 74,200 $54,054 $2,070 $1,035 $57,159 

2041 70,600 5,100 75,700 $56,376 $2,159 $1,079 $59,614 

2042 72,000 5,300 77,300 $58,797 $2,251 $1,126 $62,174 

2043 73,500 5,400 78,900 $61,323 $2,348 $1,174 $64,845 

2044 75,000 5,500 80,500 $63,957 $2,449 $1,224 $67,630 

2045 76,600 5,600 82,100 $66,704 $2,554 $1,277 $70,535 

2046 77,700 5,700 83,400 $69,194 $2,649 $1,325 $73,168 

2047 78,900 5,700 84,600 $71,777 $2,748 $1,374 $75,899 

2048 80,100 5,800 85,900 $74,456 $2,851 $1,425 $78,732 

2049 81,300 5,900 87,200 $77,235 $2,957 $1,479 $81,671 

2050 82,500 6,000 88,500 $80,119 $3,068 $1,534 $84,720 

2051 83,300 6,100 89,400 $82,700 $3,167 $1,583 $87,450 

2052 84,100 6,100 90,300 $85,365 $3,269 $1,634 $90,267 

2053 85,000 6,200 91,200 $88,115 $3,374 $1,687 $93,176 

2054 85,800 6,300 92,100 $90,954 $3,483 $1,741 $96,178 

2055 86,700 6,300 93,000 $93,885 $3,595 $1,797 $99,277 

2056 87,100 6,300 93,500 $96,430 $3,692 $1,846 $101,968 

2057 87,600 6,400 93,900 $99,044 $3,792 $1,896 $104,733 

2058 88,000 6,400 94,400 $101,729 $3,895 $1,948 $107,572 

2059 88,400 6,400 94,900 $104,487 $4,001 $2,000 $110,488 

2060 88,900 6,500 95,400 $107,320 $4,109 $2,055 $113,483 

*Toll Leakage assumption is applied in revenue calculation and total toll revenue shown includes video surcharge revenue. 
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Table ES-4 Fiscal Year Estimated Weekday Transactions and Annual Toll Revenue – Base Case 

Year From To 

Average Weekday 
Transactions 

Annual Toll Revenue in '000s                   
(nominal dollars) * 

ETC Video Total 
ETC  

Revenue 

Video 
Base 

Revenue 

Video 
Surcharge 
Revenue 

Total 
Revenue* 

FY 2021 July 1, 2021 
August 31, 

2021 
8,700 2,900 11,600 $726 $124 $62 $913 

FY 2022 
September 

1, 2021 
August 31, 

2022 
10,300 3,300 13,600 $5,323 $845 $422 $6,590 

FY 2023 
September 

1, 2022 
August 31, 

2023 
14,000 4,000 18,000 $7,249 $1,084 $542 $8,875 

FY 2024 
September 

1, 2023 
August 31, 

2024 
18,200 4,900 23,100 $9,509 $1,369 $684 $11,562 

FY 2025 
September 

1, 2024 
August 31, 

2025 
22,200 5,500 27,700 $11,796 $1,561 $781 $14,138 

FY 2026 
September 

1, 2025 
August 31, 

2026 
24,500 5,700 30,200 $13,380 $1,652 $826 $15,858 

FY 2027 
September 

1, 2026 
August 31, 

2027 
26,000 5,800 31,800 $14,642 $1,716 $858 $17,215 

FY 2028 
September 

1, 2027 
August 31, 

2028 
27,700 5,800 33,400 $15,996 $1,752 $876 $18,624 

FY 2029 
September 

1, 2028 
August 31, 

2029 
29,400 5,700 35,100 $17,422 $1,774 $887 $20,084 

FY 2030 
September 

1, 2029 
August 31, 

2030 
34,800 6,200 41,000 $20,421 $1,892 $946 $23,260 

FY 2031 
September 

1, 2030 
August 31, 

2031 
38,900 6,400 45,300 $23,214 $1,958 $979 $26,152 

FY 2032 
September 

1, 2031 
August 31, 

2032 
41,500 6,300 47,800 $25,605 $1,977 $988 $28,570 

FY 2033 
September 

1, 2032 
August 31, 

2033 
44,200 6,100 50,300 $28,116 $1,997 $999 $31,112 

FY 2034 
September 

1, 2033 
August 31, 

2034 
46,800 6,000 52,800 $30,726 $2,018 $1,009 $33,753 

FY 2035 
September 

1, 2034 
August 31, 

2035 
49,400 5,900 55,300 $33,441 $2,038 $1,019 $36,498 

FY 2036 
September 

1, 2035 
August 31, 

2036 
52,800 5,700 58,500 $36,790 $2,049 $1,025 $39,864 

FY 2037 
September 

1, 2036 
August 31, 

2037 
56,600 5,600 62,200 $40,529 $2,055 $1,028 $43,612 

FY 2038 
September 

1, 2037 
August 31, 

2038 
60,400 5,400 65,800 $44,407 $2,060 $1,030 $47,498 

FY 2039 
September 

1, 2038 
August 31, 

2039 
64,200 5,200 69,400 $48,437 $2,065 $1,032 $51,534 

FY 2040 
September 

1, 2039 
August 31, 

2040 
67,900 5,100 73,000 $52,622 $2,069 $1,034 $55,725 

FY 2041 
September 

1, 2040 
August 31, 

2041 
70,100 5,100 75,200 $55,591 $2,129 $1,064 $58,784 

FY 2042 
September 

1, 2041 
August 31, 

2042 
71,600 5,200 76,800 $57,979 $2,220 $1,110 $61,309 

FY 2043 
September 

1, 2042 
August 31, 

2043 
73,000 5,300 78,400 $60,469 $2,315 $1,158 $63,942 

FY 2044 
September 

1, 2043 
August 31, 

2044 
74,500 5,400 80,000 $63,066 $2,415 $1,207 $66,689 

FY 2045 
September 

1, 2044 
August 31, 

2045 
76,100 5,500 81,600 $65,775 $2,518 $1,259 $69,553 
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Year From To 

Average Weekday 
Transactions 

Annual Toll Revenue in '000s                   
(nominal dollars) * 

ETC Video Total 
ETC  

Revenue 

Video 
Base 

Revenue 

Video 
Surcharge 
Revenue 

Total 
Revenue* 

FY 2046 
September 

1, 2045 
August 31, 

2046 
77,300 5,600 83,000 $68,352 $2,617 $1,309 $72,278 

FY 2047 
September 

1, 2046 
August 31, 

2047 
78,500 5,700 84,200 $70,904 $2,715 $1,357 $74,976 

FY 2048 
September 

1, 2047 
August 31, 

2048 
79,700 5,800 85,500 $73,551 $2,816 $1,408 $77,775 

FY 2049 
September 

1, 2048 
August 31, 

2049 
80,900 5,900 86,800 $76,296 $2,921 $1,461 $80,678 

FY 2050 
September 

1, 2049 
August 31, 

2050 
82,100 6,000 88,100 $79,144 $3,030 $1,515 $83,690 

FY 2051 
September 

1, 2050 
August 31, 

2051 
83,000 6,100 89,100 $81,828 $3,133 $1,567 $86,527 

FY 2052 
September 

1, 2051 
August 31, 

2052 
83,900 6,100 90,000 $84,464 $3,234 $1,617 $89,315 

FY 2053 
September 

1, 2052 
August 31, 

2053 
84,700 6,200 90,900 $87,186 $3,338 $1,669 $92,193 

FY 2054 
September 

1, 2053 
August 31, 

2054 
85,600 6,200 91,800 $89,995 $3,446 $1,723 $95,163 

FY 2055 
September 

1, 2054 
August 31, 

2055 
86,400 6,300 92,700 $92,894 $3,557 $1,778 $98,230 

FY 2056 
September 

1, 2055 
August 31, 

2056 
87,000 6,300 93,300 $95,570 $3,659 $1,830 $101,059 

FY 2057 
September 

1, 2056 
August 31, 

2057 
87,400 6,400 93,800 $98,161 $3,758 $1,879 $103,798 

FY 2058 
September 

1, 2057 
August 31, 

2058 
87,900 6,400 94,300 $100,822 $3,860 $1,930 $106,612 

FY 2059 
September 

1, 2058 
August 31, 

2059 
88,300 6,400 94,700 $103,555 $3,965 $1,983 $109,503 

FY 2060 
September 

1, 2059 
December 
31, 2059 

88,400 6,400 94,900 $35,309 $1,352 $676 $37,337 

*Toll Leakage assumption is applied in revenue calculation and total toll revenue shown includes video surcharge revenue. 
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Chapter 1 

Introduction 

CDM Smith was retained by the Texas Department of Transportation (TxDOT) to conduct a 

comprehensive traffic and toll revenue analysis for the proposed 25.5-mile extension of State 

Highway 249 (SH 249) corridor between FM 1774 in Pinehurst in Montgomery County and State 

Highway 105 (SH 105) in Grimes County. This analysis is part of TxDOT’s ongoing efforts to 

evaluate the toll revenue potential of the proposed corridor and provides traffic and toll revenue 

forecasts to support TxDOT’s efforts to finance the project.  

1.1 Objective and Scope of Study 
This following report details the data, methodology, and results of the Comprehensive (investment-

grade) Traffic and Toll Revenue Study for the proposed extension of the SH 249 corridor. CDM 

Smith has been supporting the evaluation of this corridor and other adjoining corridors within the 

Houston region developing traffic and toll revenue (T&R) estimates under varying project 

assumptions and configurations since 2015, as shown in Figure 1-1.  

Figure 1-1 SH 249 Project Study Timeline  

 

The study report summarizes the in-depth assessment undertaken to support the development of 

40-year annual toll revenue forecasts based on a detailed analysis of the traffic demand patterns in 

the study area.  

An extensive data collection effort was undertaken in October and November of 2017 and included:  

▪ Traffic counts collected along SH 249 and several screenlines. These counts complemented 

other traffic counts collected in May and September of 2016 as a part of the Intermediate-

TxDOT SH 249 Intermediate Plus T&R Study 
Traffic Data Collection (2015) 
Origin/Destination Data  
Stated Preference Survey 
Socioeconomic Assessment 
 

November 2015 

TxDOT SH 249 Intermediate Plus T&R Study Update 
Traffic Data Collection (2016) 
Origin/Destination Data 
Letter update to the 2015 Stated Preference Survey  
Socioeconomic Assessment  
 

November 2016 

TxDOT SH 249 Comprehensive T&R Study 
Traffic Data Collection (2017) 
Origin/Destination Data 
Letter update to the 2015 Stated Preference Survey 
Socioeconomic Assessment 
 

November 2018 
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Plus study and in combination were used to establish a current baseline of traffic patterns in 

the study area for the purpose of calibrating the base travel demand model. 

▪ Speed and delay data along SH 249 and several other competing facilities. This data was 

collected to establish a current baseline of travel speeds and traffic congestion patterns 

within the study area to support the calibration of the base travel demand models. 

▪ Origin-Destination (O-D) data that was extracted using StreetLight data sources at several 

locations across the study area to estimate the distribution and patterns of local traffic as 

well as long distance or through trips. 

▪ Stated Preference (SP)/market behavioral data based on a 2017 letter update to the 

stated preference survey previously conducted in 2015 to investigate the willingness-to-pay 

characteristics within the study area and to encapsulate other key preferences affecting the 

use of the proposed SH 249 Project. 

▪ Economic development data based on an independent socioeconomic review conducted at 

the regional-level, county-level, city-level, and at the traffic analysis zones (TAZs) level for 

the entire 8-county region covered by the Houston-Galveston Area Council (H-GAC) and for 

Grimes County through which the proposed corridor also traverses.  

The comprehensive traffic and toll revenue study described herein provides a detailed description 

of the existing trends and characteristics of traffic within the SH 249 Project study area, as depicted 

in Chapter 2, and investigates the toll revenue potential of the SH 249 Project under the Base Case 

scenario identified by the TxDOT project team. The overall scope of work for this analysis included 

a review of background material, data collection, analysis of the regional economic growth, model 

calibration and development, and estimates of traffic and toll revenue for Project Segment 1. The 

modeling of the corridor demand was performed by calibrating a subarea model encompassing the 

Project study area that was extracted from a 9-county regional traffic assignment and using the 

corridor-specific data collected as part of this study. The travel demand model databases used for 

the analysis included updated network and trip tables, the latest readily available socioeconomic 

projections from the Houston-Galveston Area Council’s 2040 Regional Transportation Plan (H-

GAC’s 2040 RTP) and the socioeconomic data that was updated by Community Development 

Strategies (CDS) in November 2017.  

1.2 Existing Corridor Description 
The SH 249 highway designation includes several roadways running approximately 

northwest/southeast through the northwest Houston region. The SH 249 facility begins at the 

intersection of IH 45 in Houston and extends approximately 26.6 miles northwest and currently 

ends at the intersection of FM 1774 and FM 149 in Pinehurst in Montgomery County. The proposed 

SH 249 Segments 1 and 2, referred to herein as the “SH 249 Project”, as shown in Figure 1-2, begin 

at its existing northernmost terminus at FM 1774 in Pinehurst and continues northwest for 

approximately 25.5-miles to SH 105 near Navasota in Grimes County.  
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Figure 1-2 SH 249 Project Limits  

 

1.3 SH 249 Project Description 
The SH 249 Project is part of the H-GAC’s 2040 RTP to address future regional transportation needs. 

The proposed configuration for the 25.5-mile SH 249 Project is analyzed as an extension of the 

existing SH 249 along a new alignment and includes the construction of two toll lanes in each 

direction for the 14.8-mile section between FM 1774 in Pinehurst and FM 1774 at Todd Mission 

(Segment 1) and one toll-free lane in each direction with several at-grade intersections for the 

remaining 10.7 miles between FM 1774 at Todd Mission and SH 105 (Segment 2). Segment 1 is 

scheduled to open by July 2021 and Segment 2 is planned to open by September 2022. 

The toll configuration used for Segment 1 of the Project includes two mainlane toll gantry locations 

and four pairs of ramp toll gantries. The location of toll gantries was optimized to reflect a 

configuration that maximized the toll revenue generation potential while minimizing the toll 

transactions and associated toll collection costs. There will be two mainlane toll gantries along 

Segment 1, one located north of FM 149 and the other south of Montgomery/Grimes County line. 

The two pairs of ramp toll gantries that will be located on the ramps south of FM 149, and south of 

FM 1486 are assumed to open with Segment 1. The remaining two ramp toll gantries located on 

the ramps connecting future thoroughfares will be located south of CR 107, and south of CR 115 

and are assumed to open along with the two thoroughfare projects (CR 115 and CR 107) in 2030. 
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A line diagram depicting the project configuration and the toll collection plan for SH 249 Project is 

shown in Figure 1-4.  

The SH 249 Project will serve as a link between the growing economies of College Station/Bryan, 

Navasota and Montgomery County to the Houston region. It will also serve as an alternate route to: 

• SH 6: a major divided state highway 

• US 290: a major radial expressway 

• SH 105: a rural undivided highway 

• FM 1774: a rural undivided signalized roadway 

Figure 1-3 Regional Map  
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1.4 Report Structure 
In addition to this chapter, the report is divided into the following five chapters that describe the 

major work elements undertaken as part of the study: 

▪ Chapter 2 – Existing Traffic Trends and Characteristics:  

The extensive traffic data collected as part of this study is described and summarized in this 

chapter. The data collection effort included a comprehensive traffic data collection program 

and speed and delay observations. This data was complemented by further data collection 

efforts that included an origin-destination survey and a stated preference survey letter 

update. The methodologies implemented for each of these efforts and their respective 

results are detailed and summarized herein.  

▪ Chapter 3 – Background Transportation Characteristics: 

This chapter provides information about existing and forecasted transportation 

characteristics throughout the study area. The information provided in this chapter draws 

upon the 2040 RTP, adopted in 2016 by the H-GAC. The planned highway projects and the 

overall future transportation characteristics anticipated within the study area are briefly 

summarized in this chapter, based on the H-GAC’s 2040 RTP, with input regarding phasing 

and opening-year assumptions for specific projects received from TxDOT project team. 

▪ Chapter 4 – Demographic Growth:  

This chapter describes a review of the historical demographic growth trends in the Houston 

region and the expected future growth trends. This review focused on a historical and future 

evaluation of the socioeconomic variables that drive the travel demand forecasting process 

used by the H-GAC. These variables include population, households, employment, and major 

employment establishments including proposed developments that may have an impact on 

the traffic demand within the SH 249 Project study area. The review of the demographics 

was also supported with an independent socioeconomic review and assessment of the 

region-wide and county-level demographics, as well as at the city-level and for individual 

TAZs within the specific municipalities that the proposed toll road will serve. The 

independent socioeconomic review was commissioned to evaluate the H-GAC’s 2040 RTP 

forecasts and provide modifications based on more recent trends (where applicable) to the 

future growth of population, households, and employment for each TAZ within the study 

area. These modified demographics were used as part of this study and were input into the 

four-step travel demand forecasting models to generate the model trip tables that were used 

to develop traffic and toll revenue forecasts for the SH 249 Project. 

▪ Chapter 5 – Travel Demand Modeling: 

This chapter describes the travel demand modeling process used for developing the traffic 

and toll revenue forecasts for the proposed SH 249 Project. The calibration of the base year 

travel demand model is described along with other major elements undertaken as part of 

the modeling process, which included the global demand projections, subarea model 

development, and market share analysis.    

 



Chapter 1  •  Introduction 

1-6 

▪ Chapter 6 – Traffic and Toll Revenue Estimates:  

The key assumptions used to develop the traffic and toll revenue estimates for the proposed 

SH 249 Project are presented and summarized herein, along with the proposed toll collection 

plan, toll rate sensitivity analyses, and the final forecasted traffic and toll revenue estimates 

for the Base Case scenario that was analyzed as part of this study.  
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Chapter 2    

Existing Traffic Trends and Characteristics  

This chapter provides a summary of the historical traffic trends and infrastructure characteristics 

along the major roadways competing with and feeding the SH 249 Project located in Montgomery 

and Grimes counties in Texas. Databases from the Texas Department of Transportation (TxDOT) 

were consulted and reviewed to investigate the typical travel characteristics, and historical trends 

observed within the study area. To complement the data, a comprehensive traffic count program 

was undertaken using automatic traffic recorder (ATR) counts at several strategic locations and 

across screenlines within the SH 249 Project study area. This comprehensive data collection was 

conducted originally in May and September of 2016 and again in October and November of 2017. 

This effort included an origin-destination study, speed data collection and a stated preference 

survey letter update. The traffic and operational data collected within the study area and 

summarized in this chapter was used as input to calibrate and validate the travel demand models 

that were utilized to develop the traffic and toll revenue forecasts for the proposed SH 249 Project.  

2.1 Description of Existing Facilities in the Study Area 
The existing SH 249 is a multi-lane highway that runs between IH 45 in Houston and the 

intersection of FM 1774 and FM 149 in Pinehurst, Montgomery County. SH 249 has the following 

varying configuration as it traverses through Harris and Montgomery counties: 

▪ A six-lane at-grade arterial (with a center dual left turn lane) between IH 45 and Hollister 

Road, just south of Sam Houston Tollway (a circumferential toll road forming the 

second/outer loop around Houston (the IH 610 is the innermost loop).  

▪ A six-lane expressway with continuous frontage roads between Sam Houston Tollway and 

Northpointe Boulevard. 

▪ A six-lane tolled expressway with continuous frontage roads between Northpointe 

Boulevard and FM 2920. This section of SH 249 is named Tomball Tollway – Phase I (Segment 

5) and was recently constructed as a toll road that opened to traffic in April 2015.  

▪ A six-lane at-grade arterial (with a center dual left turn lane) from FM 2920 to the 

Harris/Montgomery County line. This section is also being reconstructed as a toll road 

named Tomball Tollway – Phase II (Segment 4) and is expected to open on January 1, 2020. 

▪ A six-lane at-grade arterial (with 240 feet median to accommodate a future toll road) from 

the Harris/Montgomery County line to north of Woodtrace Boulevard in Montgomery 

County (Segment 3). The existing alignment will become the frontage roads to the future toll 

road which is expected to open on March 1, 2020. 

The SH 249 Project being studied herein, as shown in Figure 2-1, connects to the existing northern 

terminus of SH 249 in Montgomery County near Pinehurst and terminates at SH 105 near Navasota 

in Grimes County. 
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Figure 2-1 SH 249 Project – Proposed Corridor Alignment 

 

There are several highways and controlled access facilities that feed and compete with the 

proposed SH 249 Project. Each of these facilities serves diverse markets of local and intercity 

travelers as briefly described below: 

▪ SH 6 is a major state highway that serves travel between College Station/Bryan, Navasota 

and the greater Houston region and connects to US 290 in Waller County. East of its 

intersection with US 290 in Waller County, SH 6 has a dual designation with US 290 through 

to the interchange with FM 1960. At this interchange SH 6 splits off from US 290 and 

continues south and eventually southeast, finally terminating at IH 45 north of Galveston. 

▪ US 290 is a major east-west highway connecting Houston metro region to Austin. It 

transitions into a major radial expressway connecting northwest suburbs within the 

Houston region and terminates at IH 610 Loop West. 

▪ SH 105 is a rural highway that connects Navasota in Grimes County to IH 45 at Conroe in 

Montgomery County.  

▪ FM 1774 is a rural roadway that connects to SH 105 in Plantersville, passes through Todd 

Mission and Magnolia before finally terminating at the northern limit of the existing SH 249 

in Pinehurst in Montgomery County. 
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▪ FM 1488 is an east-west rural roadway that connects US 290 in Waller County to IH 45 in 

Montgomery County, and crosses the proposed SH 249 Project.  

▪ IH 45 is an interstate highway connecting Houston to Dallas and serves as a major radial 

feeder to Houston from the northern suburbs like Conroe and The Woodlands in 

Montgomery County. 

2.2 Historical Traffic Growth Trends 
The following section summarizes observed historical traffic trends (utilizing the available TxDOT 

traffic count data) of routes that will likely compete with or funnel traffic to the SH 249 Project.  

This section contains a review of the annual average daily traffic (AADT) volumes on key routes 

between 1990 and 2016.  Table 2-1 lists historical traffic counts (AADT volumes) for select years 

between those two years for the locations shown in Figure 2-2. The table also shows compound 

average growth rates (CAGR) between the referenced years.  These historical traffic trends are 

summarized as follows: 

▪ Between 1990 and 2010, all routes shown on the table experienced moderate growth rates, 

which in part was reflective of the population increase in Montgomery County that grew at 

approximately five percent per year during this period.  

▪ Between 2010 and 2016, the absolute traffic volumes declined along several of the routes in 

the study area. These negative growth rates were partly due to the lingering effects of the 

national recession and also due to construction along some of the major roadways. The one 

exception to this trend was the traffic along FM 1488 west of IH 45 which continued to show 

strong growth at an annual rate of 11 percent during this period. 
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Table 2-1 Historical Trends in Annual Average Daily Traffic (AADT) 

ID Facility Location 

Annual Average Daily Traffic 
Average Annual 

Growth Rate 

1990 2000 2010 2016 
1990-
2010 

2010-
2016 

SH 249 

1 SH 249 North of FM 1960 41,000 99,000 139,000 162,000 6.3% 2.6% 

2 SH 249 South of Montgomery County 17,900 31,000 40,000 44,500 4.1% 1.8% 

3 SH 249 South of FM 1774 11,200 19,300 24,000 30,100 3.9% 3.8% 

4 SH 249 West of TC Jester Blvd. 37,000 46,000 47,000 47,100 1.2% 0.0% 

5 SH 249 South of Spring Cypress Road 30,000 79,000 108,000 127,600 6.6% 2.8% 

SH 105 

6 SH 105 West of FM 362 5,000 7,100 8,600 10,500 2.7% 3.4% 

7 SH 105 East of I-45 20,000 21,000 22,000 25,700 0.5% 2.6% 

8 SH 105 West of FM 1774 4,600 6,600 7,900 11,400 2.7% 6.3% 

9 SH 105 West of Buffalo Springs Drive 7,900 14,800 17,300 20,000 4.0% 2.4% 

FM  1774 

10 FM 1774 South of Grimes County 2,300 4,200 5,700 6,700 4.6% 2.7% 

11 FM 1774 North of FM 149 9,300 14,800 18,000 23,100 3.4% 4.2% 

12 FM 1774 South of FM 203 1,900 3,300 4,300 5,000 4.2% 2.5% 

13 FM 1774 North of SH 105 1,050 1,250 1,850 2,000 2.9% 1.3% 

FM  1488 

14 FM 1488 East of FM 1774 3,800 8,100 10,300 13,200 5.1% 4.2% 

15 FM 1488 West of I-45 9,600 11,600 26,000 48,500 5.1% 11.0% 

16 FM 1488 West of FM 2978 3,600 10,800 21,000 29,700 9.2% 5.9% 

17 FM 1488 East of FM 362 2,200 3,500 4,300 5,600 3.4% 4.5% 

IH 45 

18 I-45 North of Harris County 88,000 142,000 224,000 245,700 4.8% 1.6% 

19 I-45 North of SH 261 185,000 254,000 318,000 278,000 2.7% -2.2% 

20 I-45 North of SH 242 62,000 102,000 147,000 180,400 4.4% 3.5% 

21 I-45 North of FM 1097 27,000 45,000 57,000 64,100 3.8% 2.0% 

US 290 

22 US 290 North of FM 1960 50,000 102,000 149,000 158,000 5.6% 1.0% 

23 US 290 West of Mueschke Road 19,000 58,000 84,000 90,200 7.7% 1.2% 

24 US 290 West of Roberts Road 0 45,000 51,000 47,300 N/A -1.2% 

25 US 290 East of SH 6 0 35,000 36,000 38,400 N/A 1.1% 

SH 6 

26 SH 6 South of FM 2 7,300 17,500 18,500 21,100 4.8% 2.2% 

27 SH 6 North of FM 3090 8,800 18,800 24,000 27,500 5.1% 2.3% 

28 SH 6 South of FM 2154 0 22,000 27,000 37,100 N/A 5.4% 

29 SH 6 South of FM 158 23,000 45,000 59,000 66,300 4.8% 2.0% 
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Figure 2-2 Count Locations for Historical Traffic Volumes Data 

 

2.2.1 Seasonal Variation Trends 
TxDOT has several permanent traffic counters (Automatic Traffic Recorders or ATRs) installed 

along state highways throughout Texas that continuously record the traffic volumes every year at 

specific locations. To gauge the monthly/seasonal variation of traffic compared to the overall yearly 

average, traffic data was obtained for the permanent count station along US 290 located 4.8 mile 

west of FM 1960. Figure 2-3 shows the monthly/seasonal indices at this location from 2011 

through 2014, while Figure 2-4 provides a summary of the observed weekday versus weekend 

variations. 

Figure 2-3 illustrates a consistent seasonal variation of traffic during different months with the 

peak traffic typically occurring in April, May and October. 
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Figure 2-3 Monthly/Seasonal Variations in Traffic along US 290 

 
November and December data not available for 2014. 

Figure 2-4 summarizes the annual average weekday versus weekend factors for US 290 and 

demonstrates that the average weekend traffic is approximately 90 percent of average weekday 

traffic – a reasonable range for a typical interurban type facility. 

Figure 2-4 Average Weekday vs. Weekend Distribution of Traffic along US 290 
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2.3 Traffic Count Data Collection 
A comprehensive traffic data collection program was conducted in May and September of 2016 and 

the counts were updated in October and November of 2017. The count data included a series of 

traffic counts within the SH 249 study area for several screenlines encompassing the Project and 

at several spot count locations.  The traffic data collection program for this study is described and 

summarized herein. 

C J Hensch & Associates, Inc., a traffic data collection firm, was retained to conduct traffic counts 

along the roadways within the SH 249 study area. These counts included volume counts and vehicle 

classification counts at select locations. Most of the counts were collected for a continuous 48-hour 

period, with the exception of two locations in the 2016 count program where the data was collected 

for a continuous seven-day period to obtain information regarding daily variation in traffic and the 

weekend travel patterns within the study area. The automatic traffic counts were summarized by 

15-minute time periods to establish a disaggregated temporal distribution of traffic demand that 

currently exists along the corridor and to facilitate the calibration of the base year travel demand 

model to reflect the existing travel patterns and trends along the SH 249 Project, as further 

described in Chapter 5. 

Figure 2-5 and Figure 2-6 illustrate the count locations along the SH 249 corridor for the various 

screenlines and highlights the spot counts where traffic data was collected in 2016 and 2017, 

respectively. Data obtained from the traffic count program was used to calibrate the travel demand 

model to verify and reflect the most recent traffic patterns. In addition, the data was also used to 

extract samples of other relevant traffic statistics, such as truck percentages, axle distributions, and 

temporal distributions; all of which supported the assumptions used in the analysis and are 

summarized in the subsequent sections. Traffic counts collected along the major facilities within 

the corridor provided information regarding the current average weekday traffic volumes, and the 

morning peak, evening peak and off-peak period traffic demands that are currently exhibited 

within the study area. Counts collected were initially evaluated for consistency with historical 

trends, historical seasonal variations, and overall reasonableness with regards to the magnitude of 

the observed traffic demand. The final reviewed traffic volumes were then used to calibrate the 

base year travel demand model that was then used to evaluate the SH 249 Project’s future demand 

potential.  

A total of 48 counts along eight screenlines were collected in the study area as part of the 2016 and 

2017 data collection effort, as listed in Table 2-2. A list of the 12 spot count locations within the 

SH 249 corridor is shown in Table 2-3. Each table provides the assigned identification or location 

number, the type of roadway, the direction of the count, a description of the count location, the 

duration of the count, the type of the count conducted and the start date for the traffic count.
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Table 2-2 Screenline Count Locations  

Location 
ID 

Location 
Type 

Direction Location Description 
Duration 
(Hours) 

Count Type 
2016 Count 
Start Date 

2017 Count 
Start Date 

101 Arterial NB/SB 
SH 6 - south of Falkenbury 

Loop 
48 Vehicle Classification 9/13/2016 10/24/2017 

102 Arterial NB/SB FM 362 - south of FM 306 48 Traffic Count N/A 10/24/2017 

103 Arterial EB/WB FM 1774 - south of SH 105 48 Vehicle Classification 5/10/2016 10/24/2017 

104 Arterial NB/SB FM 1486 - south of SH 105 48 Traffic Count N/A 10/24/2017 

105 Arterial NB/SB FM 149 - south of SH 105 48 Traffic Count N/A 11/14/2017 

106 Arterial NB/SB 
McCaleb Road - south of 

SH 105 
48 Traffic Count N/A 10/24/2017 

201 Arterial NB/SB SH 6 - north of SH 290 48 Vehicle Classification 9/13/2016 11/14/2017 

202 Arterial NB/SB 
FM 362 - north of FM 

1488 
48 Traffic Count 9/13/2016 10/24/2017 

203 Arterial EB/WB 
FM 1774 - west of FM 

1486 
48 Vehicle Classification 5/10/2016 10/25/2017 

204 Arterial NB/SB 
FM 1486 - north of FM 

1774 
48 Traffic Count 5/10/2016 10/24/2017 

205 Arterial NB/SB 
Jackson Road - north of SH 

149 
48 Traffic Count 5/10/2016 10/24/2017 

206 Arterial NB/SB 
SH 149 - east of Jackson 

Road 
48 Traffic Count 5/10/2016 10/24/2017 

207 Arterial NB/SB 
Sendera Ranch Drive - 

north of FM 1488 
48 Traffic Count 9/13/2016 10/24/2017 

208 
Frontage 

Road 
SB 

IH 45 SB Frontage Road - 
north of FM 1488 

48 Traffic Count 9/13/2016 10/24/2017 

209 Mainlane SB 
IH 45 SB - north of FM 

1488 
48 Vehicle Classification 9/13/2016 10/24/2017 

210 Mainlane NB 
IH 45 NB - north of FM 

1488 
48 Vehicle Classification 9/13/2016 10/24/2017 

211 
Frontage 

Road 
NB 

IH 45 NB Frontage Road - 
north of FM 1488 

48 Traffic Count 5/10/2016 10/24/2017 

301 
Frontage 

Road 
EB 

US 290 EB Frontage Road - 
west of SH 99 

48 Traffic Count 9/28/2016 11/14/2017 

302 Mainlane EB US 290 EB - west of SH 99 48 Vehicle Classification 9/13/2016 10/24/2017 

303 Mainlane WB US 290 WB - west of SH 99 48 Vehicle Classification 9/13/2016 10/24/2017 

304 
Frontage 

Road 
WB 

US 290 WB Frontage Road 
- west of SH 99 

48 Traffic Count 9/28/2016 10/24/2017 

305 Arterial NB/SB 
SH 249 - north of Zion 

Road 
48 

Traffic Count 
(2016)/Vehicle 

Classification (2017) 
9/13/2016 10/24/2017 

306 
Frontage 

Road 
SB 

IH 45 SB Frontage Road - 
north of Hardy Toll Road 

48 Traffic Count 9/13/2016 10/24/2017 

307 Mainlane SB 
IH 45 SB - north of Hardy 

Toll Road 
48 

Traffic Count 
(2016)/Vehicle 

Classification (2017) 
9/13/2016 10/24/2017 

308 Mainlane NB 
IH 45 NB - north of Hardy 

Toll Road 
48 Vehicle Classification 9/13/2016 10/24/2017 

309 
Frontage 

Road 
NB 

IH 45 NB Frontage Road - 
north of Hardy Toll Road 

48 Traffic Count 9/13/2016 10/24/2017 
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Table 2-2 Screenline Count Locations (Continued) 

Location 
ID 

Location 
Type 

Direction Location Description 
Duration 
(Hours) 

Count Type 
2016 Count 
Start Date 

2017 Count 
Start Date 

401 
Frontage 

Road 
EB 

US 290 EB Frontage Road 
- west of Huffmeister 

Road 
48 Traffic Count 9/13/2016 10/24/2017 

402 Mainlane EB 
US 290 EB - west of 
Huffmeister Road 

48 Vehicle Classification 9/13/2016 10/24/2017 

403 Mainlane WB 
US 290 WB - west of 

Huffmeister Road 
48 Vehicle Classification 9/13/2016 10/24/2017 

404 
Frontage 

Road 
WB 

US 290 WB Frontage Rd - 
west of Huffmeister 

Road 
48 Traffic Count 9/13/2016 10/24/2017 

405 
Frontage 

Road 
EB 

SH 249 EB Frontage Road 
- west of Cypress Creek 

Pkwy 
48 Traffic Count 9/13/2016 10/24/2017 

406 Mainlane EB 
SH 249 EB - west of 

Cypress Creek Parkway 
48 Vehicle Classification 9/13/2016 10/25/2017 

407 Mainlane WB 
SH 249 WB - west of 

Cypress Creek Parkway 
48 Vehicle Classification 9/13/2016 10/24/2017 

408 
Frontage 

Road 
WB 

SH 249 WB Frontage 
Road - west of Cypress 

Creek Parkway 
48 Traffic Count 9/13/2016 10/24/2017 

409 
Frontage 

Road 
SB 

IH 45 SB Frontage Road - 
south of Cypresswood 

Drive 
48 Traffic Count 9/13/2016 N/A 

410 Mainlane SB 
IH 45 SB - south of 
Cypresswood Drive 

48 Vehicle Classification 9/13/2016 N/A 

412 Mainlane NB 
IH 45 NB - south of 
Cypresswood Drive 

48 Vehicle Classification 9/13/2016 N/A 

413 
Frontage 

Road 
NB 

IH 45 NB Frontage Road - 
south of Cypresswood 

Drive 
48 Traffic Count 9/28/2016 N/A 

501 Arterial EB/WB SH 105 - west of FM 362 48 Vehicle Classification 9/13/2016 11/14/2017 

503 Arterial EB/WB FM 1488 - east of SH 6 48 Traffic Count N/A 10/24/2017 

504 Arterial NB/SB 
SH 290/SH 6 - east of SH 

359 
48 Vehicle Classification 9/13/2016 10/25/2017 

601 Arterial EB/WB 
SH 105 - west of FM 

1774 
48 Traffic Count 9/13/2016 11/14/2017 

602 Arterial EB/WB 
FM 1488 - west of FM 

1774 
48 Traffic Count 5/10/2016 10/24/2017 

701 Arterial EB/WB SH 105 - east of FM 1774 48 Vehicle Classification 5/10/2016 11/14/2017 

702 Arterial EB/WB 
FM 1488 - east of FM 

1774 
48 Vehicle Classification 5/10/2016 10/25/2017 

703 Arterial NB/SB 
FM 149 - north of FM 

1774 
48 Traffic Count 9/13/2016 10/24/2017 

801 Arterial EB/WB SH 105 - west of IH 45 48 Vehicle Classification 9/13/2016 10/24/2017 

802 Arterial EB/WB 
FM 1488 - west of FM 

242 
48 

Traffic Count 
(2016)/Vehicle 

Classification (2017) 
9/13/2016 10/24/2017 
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Table 2-3 Spot Count Locations in the SH 249 Study Area 

Location 
ID 

Location 
Type 

Direction Location Description 
Duration 
(Hours) 

Count Type 
2016 Count 
Start Date 

2017 Count 
Date Start 

A4 Arterial NB/SB 
FM 1774 - north of Todd 

Mission 

168 (2016)/ 

48 (2017) 

Traffic Count 
(2016)/Vehicle 

Classification (2017) 
5/7/2016 10/25/2017 

A6 Arterial NB/SB FM 1774 - north of SH 149 48 Traffic Count 5/10/2016 10/24/2017 

A8 Arterial EB/WB US 290 - west of Hwy 6 48 Traffic Count 9/13/2016 N/A 

A9 Arterial NB/SB Hwy 6 - south of US 290 48 Traffic Count N/A 10/24/2017 

A12 Arterial EB/WB SH 30 - west of Hoke Road 48 Traffic Count 9/14/2016 N/A 

A13 Arterial NB/SB 
Hwy 6 - north of N Lasalle 

Street 
48 Traffic Count 9/13/2016 10/24/2017 

A14 Arterial EB/WB 
SH 30 - east of William D. 

Fitch 
48 

Traffic Count 
(2016)/Vehicle 

Classification (2017) 
9/13/2016 N/A 

A15 Arterial NB/SB FM 2854 - south of SH 105 48 Vehicle Classification N/A 10/24/2017 

A16 Arterial EB/WB SH 105 - east of FM 159 48 Traffic Count 9/13/2016 N/A 

A25 Arterial EB/WB SH 249 – south of FM 149 
168 (2016)/ 

48 (2017) 
Traffic Count 10/7/2016 N/A 

A26 Arterial NB/SB CR 304 – south of CR 344 48 Traffic Count 9/13/2016 N/A 

A27 Arterial  EB/WB CR 306 – east of FM 1748 48 Traffic Count 9/28/2016 N/A 

 

2.3.1 Screenline Counts 
The following eight screenlines, as illustrated in Figure 2-5 and Figure 2-6, were selected to 

evaluate the existing total traffic demand characteristics within the SH 249 study area and to 

establish a reliable base condition for which the travel demand model was calibrated: 

▪ Screenline 1: South of SH 105   

▪ Screenline 2: North of FM 1488   

▪ Screenline 3: North of Grand Parkway   

▪ Screenline 4: North of FM 1960 

▪ Screenline 5: East of SH 6  

▪ Screenline 6: West of FM 1774 

▪ Screenline 7: East of FM 1774 

▪ Screenline 8: West of IH 45 

Screenlines 1-4 are oriented in an east-west direction and encompass traffic along SH 249 and its 

competing routes. Screenlines 6-8 are oriented in a north-south direction along the SH 249 

corridor. These screenlines encompass traffic crossing and/or accessing the SH 249 corridor. 

Table 2-4 summarizes the 2016 and 2017 average daily traffic volumes along each screenline, the 

total traffic for the screenline, and the share of traffic along each roadway crossing the screenline. 
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Table 2-4 Screenline Traffic Counts 
Screenline 1: South of SH 105 2016 ADT 2017 ADT 2017 % Share 

SH 6 21,700 22,000 46.0% 

FM 362 N/A 1,100 2.3% 

FM 1774 5,400 5,100 10.7% 

FM 1486 N/A 3,200 6.7% 

FM 149 N/A 6,600 13.8% 

McCaleb Road N/A 9,800 20.5% 

Total 27,100 47,800 100.0% 

Screenline 2: North of FM 1488 2016 ADT 2017 ADT 2017 % Share 

SH 6 21,800 24,000 9.4% 

FM 362 1,800 2,000 0.8% 

FM 1774 9,000 8,600 3.4% 

FM 1486 5,200 5,100 2.0% 

Jackson Rd 2,900 3,100 1.2% 

SH 149 7,000 6,900 2.7% 

Sendera Ranch Drive 17,000 19,200 7.5% 

IH 45 Frontage Roads 17,500 19,200 7.5% 

IH 45 Mainlanes 154,100 167,200 65.5% 

Total 236,300 255,300 100.0% 

Screenline 3: North of Grand Parkway 2016 ADT 2017 ADT 2017 % Share 

US 290 Frontage Roads 11,100 12,000 2.9% 

US 290 Mainlanes 66,700 64,200 15.4% 

SH 249 50,500 52,900 12.7% 

IH 45 Frontage Roads 31,300 37,500 9.0% 

IH 45 Mainlanes 229,200 250,000 60.0% 

Total 388,800 416,600 100.0% 

Screenline 4: North of FM 1960 2016 ADT 2017 ADT 2017 % Share 

US 290 Frontage Roads 20,400 17,100 5.0% 

US 290 Mainlanes 128,500 131,100 38.0% 

SH 249 Frontage Roads 38,600 42,400 12.3% 

SH 249 Mainlanes 149,200 154,400 44.8% 

IH 45 Frontage Roads 23,800 N/A N/A 

IH 45 Mainlanes 226,500 N/A N/A 

Total 587,000 345,000 100.0% 

Screenline 5: East of SH 6 2016 ADT 2017 ADT 2017 % Share 

SH 105 10,100 10,300 17.2% 

FM 1488 N/A 5,200 8.7% 

SH 6 39,400 44,400 74.1% 

Total 49,500 59,900 100.0% 

Screenline 6: West of FM 1774 2016 ADT 2017 ADT 2017 % Share 

SH 105 10,600 11,100 50.0% 

FM 1488 11,500 11,100 50.0% 

Total 22,100 22,200 100.0% 

Screenline 7: East of FM 1774 2016 ADT 2017 ADT 2017 % Share 

SH 105 8,600 8,800 24.2% 

FM 1488 16,100 15,300 42.0% 

FM 149 12,800 12,300 33.8% 

Total 37,500 36,400 100.0% 

Screenline 8: West of IH 45 2016 ADT 2017 ADT 2017 % Share 
SH 105 37,200 35,600 46.8% 

FM 1488  43,400 40,400 53.2% 

Total 80,600 76,000 100.0% 
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Figure 2-7 and Figure 2-8 provide a graphical summary of the average weekday traffic volume at 

each of the screenline and spot count locations. The volumes for each location are shown in 

thousands of vehicles.   

Figure 2-7 2016 Average Weekday Traffic Volumes (in thousands)  
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Figure 2-8 2017 Average Weekday Traffic Volumes (in thousands)  

 

The key travel characteristics along each screenline are described in more detail below. For 

roadways with frontage roads, such as US 290 and IH 45, the appropriate frontage road volumes 

are included in the summaries. 

▪ Screenline 1: South of SH 105 consists of six two-way count locations. SH 6 captures most 

of the traffic and accounts for approximately 46 percent of the total screenline traffic. The 

share of screenline traffic using FM 1774, FM 149, and McCaleb Road ranges between 11 and 

21 percent. The remaining two roadways account for less than seven percent. 

▪ Screenline 2: North of FM 1488 consists of seven two-way and two one-way count 

locations. IH 45 mainlanes and frontage roads capture almost 73 percent of the total 

screenline traffic. The share of screenline traffic using SH 6, FM 1774, and Sendara Ranch 

Drive ranges between three and nine percent. Each of the four remaining roadways account 

for less than three percent of the total screenline demand. 

▪ Screenline 3: North of Grand Parkway consists of four one-way count locations and one 

two-way count location. IH 45 mainlanes and frontage roads capture approximately 69 

percent of the total screenline traffic while US 290 mainlanes and frontage roads capture 

another 18 percent. The existing SH 249 accounts for 13 percent of the total screenline traffic.   
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▪ Screenline 4: North of FM 1960 consists of four one-way count locations. SH 249 mainlanes 

and frontage roads account for 57 percent of the total screenline traffic. US 290 mainlanes 

and frontage roads capture the remaining 43 percent.  

▪ Screenline 5: East of SH 6 consists of three two-way count locations. SH 6 captures the 

majority share (74 percent) of the total screenline traffic while SH 105 accounts for 17 

percent and FM 1488 accounts for 9 percent.  

▪ Screenline 6:  West of FM 1774 consists of two two-way count locations. Both FM 1488 and 

SH 105 capture 50 percent of the total screenline traffic. 

▪ Screenline 7: East of FM 1774 consists of three two-way count locations. FM 1488 captures 

about 42 percent of the total screenline traffic, FM 149 captures almost 34 percent and SH 

105 captures about 24 percent of the traffic on the screenline. 

▪ Screenline 8: West of IH 45 consists of two two-way count locations. FM 1488 captures 

about 53 percent of the total screenline traffic while SH 105 captures the remaining 47 

percent. 

2.3.2 Time-of-Day Traffic Distribution 
In addition to evaluating the magnitude of the average weekday traffic volumes, the temporal 

distribution of traffic at seven select locations was also reviewed and is summarized in Figure 2-9 

and is further described below: 

▪ Figure 2-10 through Figure 2-17 summarize the average hourly weekday traffic peaking 

characteristics by direction of travel along the roadways in the study area. Overall, the results 

showed that traffic peaks in the southbound or eastbound direction during the morning 

period and northbound or westbound direction during the evening period. This pattern is 

consistent with the typical commuter pattern of traffic traveling into Houston and Harris 

County for work in the morning and returning home in the evening. Traffic patterns during 

Midday and Night periods were nearly equally balanced by direction. 

▪ The proportion of traffic for each time period by direction is shown in Figure 2-18 through 

Figure 2-25. Along SH 249 (Figure 2-18 and Figure 2-19), the morning traffic split ranged 

from 27 to 28 percent in the peak direction and 12 to 16 percent in the off-peak direction. 

The Midday traffic share ranged between 30 and 33 percent at both locations. In the 

afternoon, peak direction traffic ranged between 35 and 37 percent while traffic in the off-

peak direction was in the range of 22 to 23 percent. Night traffic ranged between 17 and 20 

percent. 
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Figure 2-9 Temporal Distribution of Traffic 
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Figure 2-10 Time-of-Day Traffic Profile for SH 249 Mainlane – West of Cypress Creek Parkway 

 

Figure 2-11 Time-of-Day Traffic Profile for SH 249 – North of Zion Road 

 

Figure 2-12 Time-of-Day Traffic Profile for IH 45 Mainlane – North of Hardy Toll Road 
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Figure 2-13 Time-of-Day Traffic Profile for US 290 Mainlane – West of SH 99 

 

Figure 2-14 Time-of-Day Traffic Profile for FM 1488 – East of FM 1774 

 

Figure 2-15 Time-of-Day Traffic Profile for SH 6 – North of US 290 
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Figure 2-16 Time-of-Day Traffic Profile for SH 105 – West of FM 362 

 

Figure 2-17 Time-of-Day Traffic Profile for FM 1774 – West of FM 1486 

 

Figure 2-18 Time-of-Day Traffic Proportions for SH 249 Mainlane – West of Cypress Creek Parkway 
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Figure 2-19 Time-of-Day Traffic Proportions for SH 249 – North of Zion Road 

 

Figure 2-20 Time-of-Day Traffic Proportions for IH 45 Mainlane – North of Hardy Toll Road 

 

Figure 2-21 Time-of-Day Traffic Proportions for US 290 Mainlane – West of SH 99 
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Figure 2-22 Time-of-Day Traffic Proportions for FM 1488 – East of FM 1774 

 

Figure 2-23 Time-of-Day Traffic Proportions for SH 6 – North of US 290 

 

Figure 2-24 Time-of-Day Traffic Proportions for SH 105 – West of FM 362 
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Figure 2-25 Time-of-Day Traffic Proportions for FM 1774 – West of FM 1486 

 

Table 2-5 summarizes the directional split of traffic (portion of traffic in each direction) by each 

time period along roadways in the SH 249 study area and is described in more detail below: 

▪ The morning peak traffic splits vary between a near even split along IH 45 (due to severe 

congestion in the southbound direction as well as increasing northbound commuting traffic) 

to a 65/35 (southbound/northbound) split along SH 249. These traffic splits reflect the 

commuter-oriented traffic patterns along SH 249. 

▪ As is usually the case, the Midday and Night traffic is more balanced with almost an even 

distribution at all the locations and the traffic splits ranged between 46 and 54 percent. 

▪ The afternoon directional splits are reverse of the morning splits but were sometimes less 

skewed than those observed during the morning peak period. This is mainly because there 

are more diverse trips occurring in the evening with commuter trips interspersed with 

shopping, entertainment and other trip purposes.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

20.7%

34.2%

27.1%

18.0%

12.6%

32.2% 33.8%

21.4%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

AM (6:00am - 9:00am) MD (9:00am - 3:00pm) PM (3:00pm - 7:00pm) NT (7:00pm - 6:00am)

P
e

rc
e

n
t 

o
f 

To
ta

l D
ai

ly
 T

ra
ff

ic

SB NB



Chapter 2  •  Existing Traffic Trends and Characteristics 
 

2-24 

Table 2-5 Directional Traffic Shares by Time Period  

Location Direction AM Midday PM Night Total Daily 

SH 249 Mainlane - West of Cypress Creek Parkway 
Eastbound 65% 53% 41% 51% 52% 

Westbound 35% 47% 59% 49% 48% 

SH 249 - North of Zion Road 
Southbound 69% 52% 38% 46% 50% 

Northbound 31% 48% 62% 54% 50% 

IH 45 Mainlane - North of Hardy Toll Road 
Southbound 51% 50% 51% 53% 51% 

Northbound 49% 50% 49% 47% 49% 

US 290 - West of SH 99 
Eastbound 45% 51% 57% 49% 51% 

Westbound 55% 49% 43% 51% 49% 

FM 1488 - East of FM 1774 
Eastbound 57% 51% 43% 48% 49% 

Westbound 43% 49% 57% 52% 51% 

SH 6 - North of US 290 
Southbound 46% 51% 56% 49% 51% 

Northbound 54% 49% 44% 51% 49% 

SH 105 - West of FM 362 
Eastbound 36% 50% 60% 52% 51% 

Westbound 64% 50% 40% 48% 49% 

FM 1774 – West of FM 1486 
Eastbound 41% 46% 49% 49% 46% 

Westbound 37% 48% 55% 54% 49% 

 

2.3.3 Corridor Traffic Profiles 
The directional and total traffic count data collected along the major roadways within the SH 249 

study area is shown graphically for the daily and peak periods in Figure 2-26 through Figure 2-

28. 

As shown in Figure 2-26, the highest total daily traffic along the SH 249 corridor was seen along 

the segment west of Cypress Creek at approximately 154,400 vehicles per day (vpd). The average 

daily traffic along SH 249 north of Zion Road was approximately 52,900 vpd. The total daily traffic 

along IH 45 north of Hardy Toll Road was observed to be 250,000 vpd and was distributed 

approximately equally in both directions of travel. At the northern end of the corridor along SH 

105, west of FM 362, the average daily traffic was approximately 10,300 vpd. Directional volumes 

were shown to be fairly balanced throughout the study area.   

A more detailed assessment of the temporal distribution of the average weekday hourly traffic 

counts was also conducted for the morning and afternoon peak periods to better understand the 

demand occurring along the roadways in the SH 249 study area. The three-hour AM peak period 

(from 6:00 AM to 9:00 AM) as summarized in Figure 2-27 shows that the total morning traffic 

peaks west of Cypress Creek, where the three-hour traffic volume was observed to be 32,800 

vehicles. The AM peak period traffic volume was 10,600 vehicles along SH 249 north of Zion Road, 

and 2,100 vehicles along SH 105 west of FM 362. 
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Figure 2-26 Directional Daily Traffic Profiles 

 

Figure 2-27 AM Peak Period (6:00 AM – 9:00 AM) Traffic Profiles 

 

Figure 2-28 shows the traffic volumes during the four-hour PM peak period (from 3:00 PM to 7:00 

PM). The highest traffic volume along SH 249 was again observed west of Cypress Creek with 

approximately 43,700 vehicles. The PM peak period traffic volume was 15,900 vehicles along SH 

249 north of Zion Road and 3,000 vehicles along SH 105 west of FM 362. 
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Figure 2-28 PM Peak Period (3:00 PM – 7:00 PM) Traffic Profiles 

 

2.3.4 Day-of-Week Traffic Distribution 
As part of the traffic count program, seven-day counts were collected in 2016 along SH 249 south 

of FM 149 and along FM 1774 north of Todd Mission to quantify variations in traffic demand during 

the weekdays and weekends. The weekend factor, defined as a ratio between the magnitude of 

average daily weekend traffic compared to the average weekday traffic, was calculated from the 

observed traffic count data. These factors provide a gauge of the differences between the weekday 

and the weekend traffic that may potentially use the proposed SH 249 Project.  

Table 2-6 summarizes the average weekend factors for the two locations within the SH 249 study 

area. The overall average weekend traffic volume is approximately 88 percent and 95 percent of 

the average weekday traffic volume in the southbound and northbound direction, respectively, 

along SH 249. The weekend traffic is approximately 112 percent of the average weekday traffic 

along FM 1774. The ratio is higher at the northern end of the SH 249 Project where rural 

recreational traffic is a higher portion of the total traffic. The ratio is lower at the southern end of 

the corridor along the existing SH 249 where urban/commuter traffic patterns dominate the traffic 

demand. 

Table 2-6 Average Weekend Traffic Factor 

Location Direction 
Average Weekend 

Factor 

SH 249 South of FM 149 
Southbound 0.88 

Northbound 0.95 

FM 1774 North of Todd Mission 
Southbound 1.12 

Northbound 1.13 
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2.3.5 Vehicle Classification Counts 
The 13-class vehicle classification counts collected along the SH 249 Project and nearby major 

highways were conducted at the following locations: 

▪ FM 1774 south of SH 105 

▪ SH 6 north of SH 290 

▪ FM 1774 west of FM 1486 

▪ SH 105 west of FM 362 

▪ SH 105 east of FM 1774 

▪ FM 1488 east of FM 1774 

▪ SH 105 west of IH 45 

▪ FM 1488 west of FM 242 

▪ FM 1774 north of Todd Mission 

▪ FM 2854 south of SH 105 

Classification count data is summarized in Figure 2-29 through Figure 2-38. Of the 14 locations 

studied, the highest truck shares were around 40 percent and 27 percent along SH 105 west of FM 

362 in the eastbound and westbound directions of travel respectively (Figure 2-32). The lowest 

proportion of trucks (approximately 12.5 percent) was observed along FM 1488 westbound east 

of FM 1774 (Figure 2-34). The directional truck shares were approximately the same at most count 

locations with three exceptions. At SH 105, west of FM 362, the eastbound direction had 40 percent 

trucks compared to 27 percent in the westbound direction. Counts collected along SH 105 west of 

IH 45, showed about 39 percent trucks in the eastbound direction while 23 percent trucks were 

observed in the westbound direction (Figure 2-35). At FM 1488, west of FM 242 (Figure 2-36), 

there were 26 percent trucks in the northbound direction as compared to 13 percent in the 

southbound direction. 

Data on truck distribution among different truck categories (2-axle, 3-axle, 4-axle, 5-axle and 6-

axle) are also summarized in Figure 2-29 through Figure 2-38. As shown, the percentage of 2-axle 

trucks at most of the locations was higher relative to other categories.  

Figure 2-29 Vehicle Classification on FM 1774 south of SH 105 
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Figure 2-30 Vehicle Classification on SH 6 north of SH 290 

 

Figure 2-31 Vehicle Classification on FM 1774 west of FM 1486 

 

Figure 2-32 Vehicle Classification on SH 105 west of FM 362 

 

Figure 2-33 Vehicle Classification on SH 105 east of FM 1774 
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Figure 2-34 Vehicle Classification on FM 1488 east of FM 1774 

 

Figure 2-35 Vehicle Classification on SH 105 west of IH 45 

 

Figure 2-36 Vehicle Classification on FM 1488 west of FM 242 

 

 

Figure 2-37 Vehicle Classification on FM 1774 north of Todd Mission 
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Figure 2-38 Vehicle Classification on FM 2854 south of SH 105 

 

2.4 Speed and Delay Information 
Speed and delay information was obtained from INRIX, a private firm specializing in collecting 

travel speed data, as well as by conducting “speed runs” using a probe vehicle outfitted with a 

Global Positioning System (GPS) tracking device. There were 15 routes included in the speed and 

delay study. INRIX provided data for ten of the fifteen routes but speed data was unavailable for 

the five remaining routes as INRIX does not have coverage for those areas. In place of INRIX data, 

GPS-based “speed run” data was gathered along these routes. For the speed runs, the cumulative 

time and distance measurements were recorded on GPS units every one-tenth of a mile, and this 

data was used to calculate the average operating speeds along these routes. The speed and delay 

information was collected for the month of September 2016. This data was collected to 

complement the traffic count data collection efforts to identify situations where congested 

conditions may have affected the average hourly traffic demand. Additionally, it was used to 

identify instances where congestion may have artificially lowered the peak period hourly volumes 

below those observed in the off-peak periods. 

The fifteen-primary feeder and competing routes to the SH 249 Project identified within the study 

area are listed in Table 2-7 and illustrated in Figure 2-39. The speed and delay data was obtained 

from INRIX for ten routes (Routes 1-8, 11 and 15), while GPS “speed run” data was obtained for the 

remaining five routes (Routes 9, 10, 12, 13 and 14).  
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Table 2-7 Speed and Delay Data Collection Routes 

Speed and Delay Routes 
Distance 

(miles) 

Route 1: US 290 from SH 6 to FM 1960 31.5 

Route 2: SH 6 from SH 105 to US 290 18.6 

Route 3: SH 105 from SH 6 to IH 45 38.9 

Route 4: IH 45 from SH 105 to FM 1960/Cypress Creek Parkway 20.6 

Route 5: FM 1960/Cypress Creek Parkway from US 290 to IH 45 13.3 

Route 6: 249 from FM 149 to Cypress Creek Parkway  17.0 

Route 7: FM 1774 from SH 105 to FM 149  17.4 

Route 8: FM 1488 from US 290 to IH 45 39.4 

Route 9: FM 362 from SH 105 to FM 1488 14.7 

Route 10: FM 1486 from SH 105 to FM 1488 10.6 

Route 11: FM 149 from SH 105 to SH 249 15.7 

Route 12: McCaleb Road/Fish Creek Thoroughfare/Sendera Ranch Drive from SH 105 to FM 1488 9.7 

Route 13: FM 2 from SH 6 to FM 362 4.2 

Route 14: Jackson Road from FM 1486 to FM 149 5.1 

Route 15: FM 2920 from US 290 to IH 45 31.5 

 

Figure 2-39 Routes where Speed and Delay was Collected 
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Figure 2-40 through Figure 2-42 show the AM peak hour, the Midday, and the PM peak hour 

average travel speeds along the fifteen routes as listed in Table 2-7. 

Figure 2-40 Average Travel Speeds – AM Peak Hour (2016)  

 

During the AM peak period, the average travel speeds for the fifteen routes showed that there were 

minor delays in the northwestern part of the study area, and speeds were generally higher than 50 

miles per hour (mph) in that area. Two major highways, namely IH 45 and US 290, were also shown 

to maintain high speeds through this period. The slowest speeds within the study area were 

observed along FM 1960, which is reflective of the at-grade arterial passing through a densely 

developed urban area with numerous traffic signals that causes the average speeds to drop below 

40 mph. The speeds along the Tomball Tollway (Segment 5) varied between 40 and over 60 mph, 

while the speeds along its frontage roads ranged between 30 and 50 mph.  

During the midday hour shown in Figure 2-41, the average travel speeds along most routes were 

very similar to those observed during the morning peak hour.  

 

  



Chapter 2  •  Existing Traffic Trends and Characteristics 
 

2-33 

Figure 2-41 Average Travel Speeds – Midday Peak Hour (2016)  

 

The PM peak period average travel speeds are shown in Figure 2-42. The speeds along major 

routes, including SH 249, appear to be more congested in the morning and evening periods than 

during the midday. Along FM 1774/SH 249 in Montgomery County, congested speeds were 

observed in the southbound direction in the AM period and in the northbound direction in the PM 

period. The speeds along US 290 were mostly above 60 mph during the evening. The observed 

speeds along IH 45 drop to below 30 mph along the southern end segments of the corridor. The 

slowest speeds were again observed along FM 1960, with several sections degrading to speeds 

below 30 mph. The speeds along Tomball Tollway (Segment 5) were observed to range between 

30 and over 60 mph, while speeds along its frontage roads were observed to fall below 50 mph for 

most of the northbound direction. 
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Figure 2-42 Average Travel Speeds – PM Peak Hour (2016)  

 

2.5 Origin-Destination Data 
Origin-Destination (O-D) data representing the average condition for the nine-month period from 

September 2016 through May 2017 was obtained from StreetLight Data, a private firm specializing 

in collecting O-D data. The data was analyzed to better understand the through-trips between 

selected origins and destinations along the corridor and along major competing and feeding 

facilities. The data is summarized in Figure 2-43 through 2-47 and in Table 2-8 for an average 

weekday condition between Monday and Thursday.   

The figures display the origin (O) and destination (D) location and percentage of trips as vehicles 

travel along a specified road. As shown in Figure 2-43, a large percentage of both passenger 

vehicles (PV) and commercial vehicles (CV) traveling along FM 1774 (as depicted by the red arrow) 

continue traveling north to SH 6 in Brazos County. From Figure 2-44, it can be seen that most of 

the traffic traveling southbound along FM 1774 continues onto SH 249 or heads east along FM 

1488. Note that the percentages shown at individual locations (boxes) are cumulative and do not 

add up to 100 percent as some of the trips are observed at multiple locations as they travel through 

the area.  
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Figure 2-43 Northbound Origin-Destination Patterns along FM 1774 

 
Locations without a callout box represent less than one percent.  
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Figure 2-44 Southbound Origin-Destination Patterns along FM 1774 

 
Locations without a callout box represent less than one percent.  

Figure 2-45 shows that trips traveling on SH 249 along the depicted red arrow going towards FM 

1774 or FM 149 are mostly going to local destinations within the vicinity of the SH 249 corridor. 

From Figure 2-46, it can be seen that many of the trips traveling southbound along SH 249 

originate from FM 149 (60.3 percent for passenger vehicles and 46.5 percent for commercial 

vehicles).  
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Figure 2-45 Northbound Origin-Destination Patterns along SH 249 

 
Locations without a callout box represent less than one percent.  
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Figure 2-46 Southbound Origin-Destination Patterns along SH 249 

  
Locations without a callout box represent less than one percent.  

Travel patterns in the northwest and southeast directions along the study area were also studied 

as shown in Table 2-8. The O-D station locations of these trips are shown in Figure 2-47. The 

majority of traffic, both passenger and commercial vehicles beginning at SH 6 (Station 1) continues 

to travel south toward US 290 (Station 2). Similarly, more trips traveling toward SH 6 originate 

from US 290 than they do from SH 249 and IH 45. 

Table 2-8 Northbound-Southbound Weekday Origin-Destination Pattern 

                 Destination 

Origin 
1 2 3 4 

1 - 
54.5% (PV) 

53.7% (CV) 

2.7% (PV) 

1.0% (CV) 

1.2% (PV) 

1.7% (CV) 

2 
26.3% (PV) 

27.2% (CV) 
- - - 

3 
1.9% (PV) 

3.0% (CV) 
- - - 

4 
0.0% (PV) 

0.3% (CV) 
- - - 
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Figure 2-47 North-South OD Locations 

 

2.6 Existing Traffic and Toll Revenue Trends 
A section of the SH 249 corridor, Tomball Tollway Phase I (Segment 5), is currently is a toll road 

operated by the Harris County Toll Road Authority (HCTRA). This 4.4-mile toll road opened in April 

2015 and extends from Northpointe Boulevard to FM 2920. It is located south of the SH 249 Project 

as seen in Figure 2-48. This segment generated 15.6 million transactions and $21 million in toll 

revenue in 2016. Monthly transaction and toll revenue trends for Tomball Tollway Phase I are 

shown in Figure 2-49 based on amiable data for this segment. 
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Figure 2-48 Tomball Tollway Phase I 

 

Figure 2-49 Tomball Tollway Phase I - Transactions and Revenue  

 
*Unaudited HCTRA transactions and revenue data found in the February 2018 MCTRA 249 Tollway Comprehensive Traffic & 

Revenue Study    
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2.7 Stated Preference Survey 
An important element of the travel demand model development for a traffic and toll revenue study 

is the estimation of the potential willingness-to-pay characteristics of the traveler markets to be 

served by the toll corridor. This behavioral characteristic provides a gauge that helps to determine 

the likely market shares that may be captured by the proposed toll road. The primary technique 

used to estimate these behavioral qualities comes through the use of a stated preference (SP) 

survey, which allows for the development of toll sensitivities through value-of-time (VOT) 

estimates based on trade-off variable testing using different regimes of toll cost and associated 

travel time savings. A stated preference survey was conducted in February 2015 that focused on 

the travelers using the existing SH 249 in Harris County and FM 1774 and SH 105 in Montgomery 

and Grimes counties. An overview of the above survey that provided estimates of VOT for the SH 

249 toll road is summarized below. 

The stated preference survey was performed by Resource Systems Group, Inc. (RSG) and 

implemented through a computer-assisted self-interview (CASI) technique, which was customized 

for each respondent by presenting and modifying questions according to their answers to previous 

questions. This dynamic function facilitated accurate and efficient data collection; and a total of 

1,173 respondents completed the survey in February 2015. The number of useable records was 

filtered following data checks and the removal of outliers during the VOT estimation process. 

Sampling errors in the process were minimized by screening survey respondents to ensure that 

they were true users of the existing corridor. The outliers in the survey data were identified and 

screened for extreme values in the respondent input data, inconsistent or irrational choice 

behavior, fast survey completion times, and the respondents who implied traveling at speeds over 

90 mph.  

Several utility equation structures were tested using the key variables captured in the stated 

preference scenarios and were segmented by relevant trip characteristics and homogeneous 

demographic variables. The general structure of these equations, or specifications, was similar to 

the final specifications used. However, several other variables were introduced, to test potential 

interactions with Time and Cost variables. These model specifications were developed to determine 

if respondents’ responses for items other than travel time and cost may have significantly 

influenced their choices in the stated preference scenarios.  

The multinomial logit (MNL) models were estimated for travelers using the corridor during the 

peak periods (6:00 AM - 9:00 AM or 3:00 PM - 7:00 PM) and during the off-peak periods which 

included all other time periods outside of the two peak periods. The MNL model specifications were 

used to develop mixed multinomial logit (MMNL) models to estimate the distribution of VOTs 

within the sample. 

For passenger vehicle travelers, average VOT varied by trip begin and end location (home versus 

other) and trip purpose (work versus non-work), and generally fell within a range of $8 per hour 

to $17 per hour. The median values of the peak and the off-peak VOTs ranged between $12.5 and 

$14.8 per hour in 2015 dollars. The survey and choice model results indicate that the toll amount 

and travel time savings provided by the SH 249 Project extension could have a significant impact 

on travel behavior. The 2015 stated preference survey was revised through a letter update in 2017. 

The full report along with the letter update prepared by RSG is included as Appendix B. 
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The VOTs were adjusted to reflect the observed CPI growth from 2015 to 2017 as part of model 

calibration. This adjustment was necessary to replicate the demand for the currently open 

segments of Tomball Tollway and Grand Parkway. The VOTs were then escalated at an average rate 

of 2.0 percent from 2017 to 2018, and 2.2 percent per year beyond 2018, based on an economic 

analysis of the region. 

 



 
 
 

3-1 

Chapter 3 

Background Transportation Improvements  

This chapter provides information regarding the existing and forecasted transportation 

characteristics of the study area and its surroundings within the Houston region. The information 

described herein draws upon the Houston-Galveston Area Council’s (H-GAC’s) 2040 Regional 

Transportation Plan (2040 RTP) revised in March 2016 and the latest amendment from December 

2016, and congestion data from other sources. H-GAC is the designated Metropolitan Planning 

Organization (MPO) for the eight-county Houston-Galveston Transportation Planning Area. This 

area includes Brazoria, Chambers, Fort Bend, Galveston, Harris, Liberty, Montgomery and Waller 

counties and currently has a population of more than 6 million people. The 2040 RTP is approved 

and adopted by the Transportation Policy Council (TPC) of H-GAC that is advised by the Technical 

Advisory Committee (TAC). The TAC formed the Regional Transportation Plan Subcommittee, 

which is responsible for the development and maintenance of a comprehensive, cooperative, and 

continuous regional transportation planning process for the area under its jurisdiction. This 

chapter incorporates information from the H-GAC area and Grimes County, which is currently not 

part of the H-GAC region and through which part of the Project traverses. The 2040 RTP identifies 

the future transportation needs of the Houston region based on a comprehensive look at the 

current transportation system, the socioeconomic trends and the anticipated funding available to 

support future transportation projects. 

3.1 Traffic Congestion Trends and Trip Patterns 
Spurred by economic growth and the expansion of freight-intensive sectors such as energy and 

manufacturing, the traffic and overall travel demand along the roadways and rail system continues 

to increase in the H-GAC region. Some key highlights of the prevalent and anticipated traffic 

congestion patterns in the region as reported within the 2040 RTP are summarized below: 

▪ Daily Vehicle-Miles of Travel (VMT) in the eight-county area increased two percent (an 

additional four million vehicle-miles traveled each day) in a single year between 2015 and 

2016. 

▪ High-growth suburban areas are expected to experience higher traffic growth, thereby 

putting a strain on the overall transportation network performance. 

▪ The Planning Time Index (PTI) for the region is currently 1.581, meaning that a trip that 

normally takes 30 minutes may take up to 47 minutes, after taking into account the prevalent 

traffic congestion.  

▪ Over the next 25 years, vehicular travel is expected to increase 60 percent and the movement 

of freight is expected to double. 

                                                                 

1 Texas A&M Transportation Institute (TTI), 2015 



Chapter 3 •  Background Transportation Improvements 
 

 
3-2 

According to the 2017 ranking of Texas’ most congested roadways by the Texas A&M 

Transportation Institute (TTI), the Houston - Woodlands-Sugar Land Metropolitan Statistical Area 

(MSA) contains 38 of the top 100 most congested roadways in Texas. Table 3-1 provides a list of 

the top 10 most congested roads in Texas as ranked in 2017 (and previously in 2016), six of which 

are in Harris County as highlighted, including West Loop Freeway/IH 610, which was ranked the 

most congested. 

Table 3-1 Top 10 Most Congested Roadways in Texas in 2016/2017 

2017 
Ranking 

County Roadway Segment From To 
2016 

Ranking 

1 Harris West Loop Fwy / IH 610 Katy Fwy / IH 10/ US 90 Southwest Fwy / US 59 / IH 69 1 

2 Travis IH 35 US 290 N  Ben White Blvd / SH 71 2 

3 Harris 
Southwest Fwy / IH 69 / 

US 59 
W Loop Fwy / IH 610 South Fwy / SH 288 11 

4 Dallas 
Woodall Rodgers Fwy / SH 

366 
US 75 N Beckley Ave 4 

5 Harris Eastex Fwy / IH 69 / US 59 SH 288 IH 10 3 

6 Dallas 
Stemmons Fwy / IH 35E/ 

US 77 
John W. Carpenter Fwy / 

SH 183 
Tom Landry Fwy / IH 30 8 

7 Harris Katy Fwy / IH 10 / US 90 N Eldridge Pkwy Sam Houston Tollway W 5 

8 Harris Gulf Fwy/ IH 45 IH 10 / US 90 S Loop E Fwy/ IH 610 10 

9 Harris North Fwy / IH 45 Sam Houston Tollway N N Loop Fwy / IH 610 6 

10 Dallas US 75 
Lyndon B Johnson Fwy / 

IH 635 
Woodall Rodgers Fwy / SH 

366 
13 

Source: Texas A&M Transportation Institute (TTI) 100 Most Congested Roadways in Texas 2017 Report: 

https://static.tti.tamu.edu/tti.tamu.edu/documents/TTI-2017-7.pdf 

Figure 3-1 provides an illustration of the existing roadways that experienced the most traffic 

congestion in the H-GAC region. 
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Figure 3-1 Most Congested Facilities in the Houston-The Woodlands-Sugar Land MSA 

 
 Source: Texas A&M Transportation Institute (TTI) Texas’ Most Congested Roadways 2017: https://mobility.tamu.edu/texas-most-

congested-roadways/  

The 2040 RTP also reports the expected future congestion using a metric called ‘level of mobility’. 

The morning and evening peak levels of mobility in the H-GAC region expected by 2040 are 

summarized in Figure 3-2 and Figure 3-3. 
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Figure 3-2 Morning-Peak Level of Mobility for the H-GAC Region in 2040 

Source: H-GAC 2040 RTP 
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Figure 3-3 Evening-Peak Level of Mobility for the H-GAC Region in 2040 

Source: H-GAC 2040 RTP 

The 2040 RTP also includes the development of forecasts to refelct the overall expected travel 

demand within the region. All areas of the H-GAC region are expected to experience increased 

travel demand over the next 25 years. The currently adopted H-GAC forecasts indicate that:  

▪ Driven by the residential and employment location choices of the population, vehicular travel 

is projected to increase from 170 million vehicle-miles-traveled (VMT) on an average 

weekday to 285 million VMT, an increase of 64 percent by 2040.  

▪ Sustained growth in suburban Harris County and the adjacent counties will result in an 

increase in suburban travel such that travel to, from or within the area outside Beltway 8 is 

expected to represent 70 percent of all regional trips by 2040.  

▪ The largest increase in travel is expected to be for trips that both begin and end in the area 

outside the Grand Parkway (SH 99) corridor (currently the third highway loop being 

constructed in phases around Houston), and these trips are forecasted to almost double by 

2040. 

▪ Employment centers beyond the IH 610 Loop have constantly led to significant commuting 

in traditionally non-peak directions on many of the regions freeways and toll roads. This 
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reversal in peak travel direction is expected to continue, particularly along major travel 

corridors such as parts of IH 69 (US 59) South, IH 10 West and IH 45 North.  

The projected percent growth in trips for the next 25 years between 2015 and 2040 across the H-

GAC region is summarized in Figure 3-4 (Source: H-GAC 2040 RTP). 

Figure 3-4 Percent Growth in Trips Across the H-GAC Region 

 
Source: H-GAC 2040 RTP 

3.2 MPO Demographic Growth Scenarios 
The 2040 RTP includes demographic and socioeconomic analyses, and updates to prior regional 

planning assumptions regarding future population and employment growth. The 2040 RTP uses 

these to garner a fresh perspective on the expected future travel demand. Population is expected 

to increase from the Census estimate of 5.8 million in 2010 to 9.6 million by 2040, which translates 

to a population growth of 66 percent over the 30-year period. Employment is projected to increase 

from 2.7 million in 2010 to 4.2 million by 2040, an increase of 1.5 million workers, or employment 

growth of 56 percent over the 30-year period.  
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This rapid level of growth poses many challenges for the local and state government transportation 

planning initiatives in addition to the special mobility needs arising from the need to serve an aging 

population. As per the 2040 RTP projections, the share of the population that is 65 years and older 

is expected to increase from 8 percent in 2010 to about 20 percent by 2040. There are also several 

spatial issues attributed to this rapid growth, and as reported by the 2040 RTP, the region is likely 

to experience population and employment decentralization. The share of population and 

employment inside the IH 610 Loop is expected to decrease by two percent and four percent 

respectively by 2040. The officially adopted population and employment forecasts of the 2040 RTP 

are shown in Figure 3-5. 

Figure 3-5 Population and Employment Density in the H-GAC Region 

 
Source: H-GAC 2040 RTP 
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3.3 Thoroughfare Plan Background Projects 
Upon discussion with TxDOT, additional sources were also reviewed to gather information 

regarding local projects not currently identified in the 2040 RTP. These included the 2016 

Montgomery County Thoroughfare Plan (MCTP): Corridor Inventory List (July 2016), the 2017-

2020 Transportation Improvement Program (June 2016), and the H-GAC RTP Online Project 

Viewer. These projects were selected for inclusion in the model networks based on their proximity 

to the SH 249 Project, and their ability to influence the traffic operations and travel demand within 

the corridor. Since these projects are not currently listed as corridor-based major investments in 

the 2040 RTP, their funding sources are not yet confirmed, however, there is strong indication from 

TxDOT and local agencies/partners that these projects will be approved and constructed. The fast-

growing nature of the Houston region necessitates the construction of feeder/arterial networks to 

support the growing development and the inclusion of these projects in the study and the subarea 

model.  

3.4 Background Highway Improvements 
Several new freeways, tolled facilities, and arterial improvements are identified in the 2040 RTP 

and are expected to be constructed by the 2040 timeframe. The planned capacity improvement 

projects that are likely to have significant impact on the proposed SH 249 Project are discussed in 

the following sections. These transportation improvements are an important consideration to 

gauge the patterns of future traffic demand that is likely to funnel travel demand towards or away 

from the SH 249 Project. 

Figure 3-6 shows the proposed capacity improvement projects reported in the 2040 RTP, for the 

entire H-GAC region while Figure 3-7 illustrates the proposed network of toll roads and managed-

lanes anticipated to be open in the region by 2040. 
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Figure 3-6 Proposed Roadway Capacity Improvements in the H-GAC Region by 2040 

Source: H-GAC 2040 RTP 

A significant portion of the SH 249 Project and northern terminus at SH 105 extends beyond the H-

GAC region into Grimes County. Since Grimes County is not part of the H-GAC region, additional 

local sources were used to determine the proposed background transportation improvements 

within the Grimes County area. These mainly included the City of Navasota Comprehensive Plan, 

the TxDOT Statewide Planning Map, and the TxDOT current project listings database. The key 

projects identified as relevant to the study area in the Grimes County region are listed in Table 3-

5. 
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Figure 3-7 Proposed Tollway Network in the H-GAC Region by 2040 

Source: H-GAC 2040 RTP 

Table 3-2 contains a comprehensive list of the future background projects and thoroughfare 

improvements within the H-GAC region that may potentially impact the SH 249 Project. These 

projects add transportation capacity in the region and may serve either as competition, or act as 

traffic feeders to the SH 249 Project. In order to condense the list and facilitate the review process, 

only those key projects listed under ‘Corridor-Based Major Investments’ were included for 

consideration in the study. Table 3-3 and Table 3-4 show the projects listed under the 2017-2020 

Transportation Improvement Program (TIP) including the H-GAC RTP Online Project Viewer, and 

the 2016 Montgomery County Thoroughfare Plan (MCTP) that were in the vicinity of the study 

corridor and were included in the model networks. More discussion on these projects can be found 

in Section 3.4. All the background projects listed in Table 3-2 through Table 3-4 are also 

illustrated visually in Figure 3-8 with their corresponding serial numbers displayed for 

identification.   
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Figure 3-8  Background Transportation Projects in the TxDOT SH 249 Project Study Area 

 

3.5 Regional Public Transportation System 
The regional transit system in the H-GAC region is composed of seven public transportation 

providers, the largest of them being the Metropolitan Transit Authority of Harris County 

(commonly referred to as METRO). The transit system is mainly comprised of local bus routes, 

park-n-ride/commuter service, demand responsive transit services, and light-rail. Three park-&-

ride stations near the SH 249 Project include Seton Lake, Cypress, and Kuykendahl. The 2040 RTP 

describes that the region’s first dedicated bus lanes are under development parallel to the state’s 

most congested roadway, the Loop IH 610 West. Park-N-Ride services cater to major employment 

centers using larger-capacity vehicles. Demand responsive services are user-specific and may run 

along fixed routes or provide flexible routing. According to the RTP analysis, the number of transit 

users or other alternative modes of travel is increasing after several years of declining ridership, 

especially in park-n-ride service routes. Public transit services in the H-GAC region are summarized 

in Figure 3-9. These expected service enhancements are included in the H-GAC model and their 

mode choice diversion to transit trips are included in the trip tables develop to support the traffic 

and toll revenue assessment of the SH 249 Project. 
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Figure 3-9 Public Transportation System and Regional Transit Services in the H-GAC Region 

Source: H-GAC 2040 RTP 
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Chapter 4 

Demographics 

A comprehensive review of the historical and projected demographic growth within the Houston 

region was conducted as part of this study. The key socioeconomic trends influencing the travel 

demand patterns within the region were reviewed at the macroscopic and corridor-level using 

multiple forecast sources that included: the Houston-Galveston Area Council’s (H-GAC’s) 2040 

Regional Transportation Plan (2040 RTP), an independent socioeconomic review performed by 

Community Development Strategies (CDS), and several other reputable sources of independent 

socioeconomic forecasts. Data was obtained from the March 2016 version of the 2040 RTP along 

with the latest amendment from December 2016. This chapter provides a summary of the major 

socioeconomic characteristics within the immediate vicinity of the proposed SH 249 Project 

influencing existing and future traffic patterns. A brief description of the H-GAC demographic 

forecasting process is provided along with summaries of the historical and future regional growth 

that is expected within the eight-county H-GAC modeling region which includes Brazoria, Chambers, 

Fort Bend, Galveston, Harris, Liberty, Montgomery and Waller counties based on the official H-GAC 

forecasts. A description of the historical and future demographic growth within Grimes County, 

which is outside of H-GAC modeling region, is also included in this chapter. The observed historical 

and projected future growth within the major municipalities along the corridor are then described 

and summarized to highlight the characteristics of the major cities along the SH 249 Project. For the 

purposes of the socioeconomic review, the project study area consisted of Grimes County and 

portions of Montgomery and Harris counties.  

The demographic information described within this chapter was used as one of the key variables to 

develop future travel demand within the project study area and along the SH 249 Project. The 

forecasts developed by the independent economist were used to develop the regional trip tables to 

emulate the current and future travel demand patterns within the H-GAC region and Grimes County. 

The process used to develop the trip tables using these socioeconomic forecasts is described in more 

detail in Chapter 5. 

4.1 Historical and Future Regional Growth  
As required by federal legislation, H-GAC periodically develops and updates future demographic 

forecasts at the county-level control totals as well as for the more detailed traffic analysis zones 

(TAZs) used in the regional travel demand model. The demographics prepared for the 2040 RTP are 

considered the official demographics used in the metropolitan planning process and are 

incorporated into the H-GAC travel demand modeling forecasts to support the development of the 

RTP. An analysis of the historical and future demographic growth is described and summarized 

herein, based on the two key socioeconomic variables that are most influential to the regional travel 

demand, namely; population, and employment. The population and employment statistics provide 

relative indicators of changes in the trip productions and attractions resulting in changes to the 

overall travel patterns that influence the future demand placed upon the regional transportation 

infrastructure. 
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A credible comparative source of existing and forecasted population within Texas comes from the 

Texas State Data Center (TxSDC) which is a part of the State Data Center System, a national network 

of 53 data centers (all 50 states, plus Washington DC, Puerto Rico and the Virgin Islands). These data 

centers are responsible for disseminating demographic information within each jurisdiction. The 

TxSDC population forecasting process includes the rate of regional migration as a key element. 

Three scenarios with different rates of migration are usually developed that range between a no net 

migration scenario (Scenario 0.0), and a more aggressive scenario (Scenario 1.0) assuming the 

trends in the net migration rates by age, sex and race/ethnicity into Texas, in the future, will be 

characterized by those that occurred between 2000 and 2010. Population forecasts developed by 

TxSDC in 2014 for Scenarios 0.5 (which assumes that the net migration rates into Texas in the future 

will be one-half of those that occurred previously) and Scenario 1.0 and their comparison with the 

H-GAC forecasts for the eight-county region are summarized in Table 4-1. The table also shows the 

2017 population projections as a reference from Woods & Poole and Moody’s, two private firms that 

also develop independent long-term socioeconomic forecasts. The 2040 population forecasts range 

from 8.92 million under the 50 percent migration scenario (TxSDC Scenario 0.5) to 11.46 million 

under the 100 percent migration scenario (TxSDC Scenario 1.0) which represent a compounded 

annual growth rates of 1.35 percent and 2.23 percent respectively over the 2015-2040 timeframe. 

Woods & Poole forecasts expect the eight-county population to increase to 10.22 million by 2040, 

which represents a compounded annual growth rate of 1.75 percent over 2015 levels. The official 

2040 H-GAC forecasted population of 10.08 million for the eight-county region also reflects the same 

compounded annual growth rate of 1.75 percent over the 2015-2040 timeframe, which is enveloped 

by the TxSDC Scenario 0.5 and 1.0.  

Table 4-1 Population Control Totals – Eight-County H-GAC Region 

SOURCE 2010 * 2015 2020 2030 2040 
CAGR 

2015-2040 

TxSDC Scenario 0.5 5,892,000 6,373,200 6,865,200 7,887,000 8,921,100 1.35% 

TxSDC Scenario 1.0 5,892,000 6,589,800 7,376,700 9,232,100 11,460,000 2.24% 

Woods & Poole 2017 5,919,900 6,627,400 7,254,700 8,676,600 10,226,000 1.75% 

Moody’s 2017 5,919,800 6,617,900 7,264,700 8,641,100 10,076,900 1.70% 

H-GAC TDM 2017 5,809,900 6,533,700 7,253,900 8,684,500 10,084,500 1.75% 

Source:  Texas State Data Center, 2014 Population Projections Data; H-GAC Travel Demand Model (TDM) 
* 2010 Population is from 2010 US Decennial Census 
H-GAC TDM data was available for Model Years 2010, 2020, 2025 and 2040. The data for years 2015 and 2030 was interpolated 
CAGR = Compound Annual Growth Rate 

Table 4-2 shows the same information as provided above for Grimes County. The 2040 population 

forecasts range from 32.6 thousand under Moody’s projection to 38.7 thousand under the 100 

percent migration scenario (TxSDC Scenario 1.0) which represent compounded annual growth rates 

of 0.70 percent and 1.22 percent respectively over the 2015-2040 timeframe. Woods & Poole 

forecasts that Grimes County population will increase to 33.4 thousand by 2040, which represents 

a compounded annual growth rate of 0.78 percent. Both Woods & Poole and Moody’s projections 

fall in a range similar to the TxSDC Scenario 0.5 projections. 
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Table 4-2 Population Control Totals – Grimes County  

SOURCE 2010 * 2015 2020 2030 2040 
CAGR 

2015-2040 

TxSDC Scenario 0.5 26,600 27,900 29,300 31,900 33,800 0.77% 

TxSDC Scenario 1.0 26,600 28,600 30,900 35,200 38,700 1.22% 

Woods & Poole 2017 26,600 27,500 28,700 31,200 33,400 0.78% 

Moody’s 2017 26,600 27,400 28,500 30,600 32,600 0.70% 

Source:  Texas State Data Center, 2014 Population Projections Data;  
* 2010 Population is from US Census 
CAGR = Compound Annual Growth Rate 

The projections of employment growth for the eight-county region are presented in Table 4-3. The 

employment control totals in 2010, 2020, 2025 and 2040 were generated by the H-GAC to forecast 

the employment growth in the eight-county Houston region. H-GAC estimates show that the total 

employment in the Houston region is expected to increase from 3.19 million in 2015 to 4.50 million 

by 2040, which translates into a compounded annual growth rate of 1.38 percent over the 2015-

2040 timeframe. The 2017 projections from Woods & Poole and Moody’s are also shown for 

comparison. Similar employment data for Grimes County is presented in Table 4-4. 

Table 4-3 Employment Control Totals – Eight-County H-GAC Region 

SOURCE 2010 2015 2020 2030 2040 
CAGR 

2015-2040 

H-GAC TDM 2017 2,742,600 3,198,200 3,457,400 3,976,700 4,504,900 1.38% 

Woods & Poole 2017 3,418,600 4,012,500 4,430,500 5,340,900 6,318,500 1.83% 

Moody’s 2017 2,553,900 2,985,500 3,220,400 3,654,600 4,009,700 1.19% 

TDM data was available for Model Years 2010, 2020, 2025 and 2040. The data for years 2015 and 2030 was interpolated 
CAGR = Compound Annual Growth Rate 

Table 4-4 Employment Control Totals – Grimes County  

SOURCE 2010 2015 2020 2030 2040 
CAGR 

2015-2040 

Woods & Poole 2017 12,100 13,300 14,400 16,500 18,500 1.33% 

Moody’s 2017 7,500 8,300 8,700 9,100 9,200 0.41% 

TDM data was available for Model Years 2010, 2020, 2025 and 2040. The data for years 2015 and 2030 was interpolated 
CAGR = Compound Annual Growth Rate 

 

4.2 Historical County-Level Growth Trends 
The eight-county greater Houston region encompasses Brazoria, Chambers, Fort Bend, Galveston, 

Harris, Liberty, Montgomery and Waller counties. The SH 249 Project extends into Grimes County 

and the combined nine-county region map is shown in Figure 4-1.  
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Figure 4-1 Eight-County H-GAC Region Plus Grimes County 

 

4.2.1 Population Trends 
Growth patterns for each of the nine counties during the last 60 years is shown in Table 4-5. Harris 

County experienced rapid growth beginning in 1950, exhibiting an annual average rate of 4.4 

percent between 1950 and 1960. The county then experienced stable and consistent growth at an 

annual average rate of over three percent during the next twenty years thereafter until 1980 and 

grew by under two percent annually between 1980 and 2010. Montgomery County first began 

showing signs of increased growth between 1960 and 1970, in part because of saturation of 

development within Harris County and the ensuing suburban sprawl that was occurring. The county 

grew at an annual average rate in excess of 4.5 percent over the twenty-year period between 1990 

and 2010.  
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Table 4-5 Historical Long-Term Population Growth Trends 

COUNTY 1950-1960 1960-1970 1970-1980 1980-1990 1990-2000 2000-2010 

Brazoria 5.1% 3.7% 4.5% 1.3% 2.3% 2.6% 

Montgomery 0.9% 6.3% 10.0% 3.6% 4.9% 4.5% 

Fort Bend 2.7% 2.6% 9.6% 5.6% 4.6% 5.1% 

Harris 4.4% 3.4% 3.3% 1.5% 1.9% 1.9% 

Galveston 2.2% 1.9% 1.4% 1.0% 1.4% 1.5% 

Waller 0.1% 1.7% 3.3% 1.7% 3.4% 2.8% 

Grimes -1.7% -0.7% 1.4% 3.3% 2.3% 1.2% 

Chambers 2.8% 1.6% 4.3% 0.8% 2.6% 3.0% 

Liberty 1.7% 0.4% 3.6% 1.1% 2.9% 0.8% 

Source: US Census Bureau Decennial Census 

The more recent or short-term population growth trends (2001-2016) for each of the nine counties 

are presented in Table 4-6. Between 2001 and 2016, the nine-county area population grew at an 

annual average rate of 2.3 percent, and despite the economic downturn, the nine-county region 

gained almost 406,800 new residents during the national recessionary period between 2007 and 

2010. Additionally, Harris County has seen continued population growth in recent years and as of 

2015, was home to approximately 68 percent of the total residents in the nine-county region and is 

shown to have maintained the same share in 2016. 

Table 4-6 Historical Short-Term Population Trends 

Source: U.S. Census Bureau, Population Estimates Program, Population Estimates Vintage 2016 
CAGR = Compound Annual Growth Rate 

County 
July 1, 
2001 

Estimate 

July 1, 
2002 

Estimate 

July 1, 
2003 

Estimate 

July 1, 
2004 

Estimate 

July 1, 
2005 

Estimate 

July 1, 
2006 

Estimate 

July 1, 
2007 

Estimate 

July 1, 
2008 

Estimate 

Brazoria 248,300 255,200 261,300 268,100 274,300 284,200 293,300 301,300 

Chambers 26,800 27,500 28,000 28,700 29,400 30,000 30,700 31,600 

Fort Bend 375,700 397,900 418,700 441,100 463,000 490,900 516,600 543,000 

Galveston 254,500 260,100 265,300 269,800 274,800 279,200 283,800 288,600 

Grimes 24,200 24,700 25,000 25,200 25,400 25,600 26,000 26,300 

Harris 3,471,300 3,536,700 3,586,100 3,630,200 3,681,800 3,807,400 3,863,300 3,938,600 

Liberty 71,700 73,300 73,700 74,300 74,300 74,300 74,500 74,900 

Montgomery 311,400 326,500 341,500 357,600 372,500 392,500 411,400 429,800 

Waller 33,700 35,100 36,300 36,900 37,200 38,300 39,800 40,600 

9-County Total 4,817,600 4,937,000 5,035,900 5,131,900 5,232,700 5,422,400 5,539,400 5,674,700 

County 
July 1, 
2009 

Estimate 

July 1, 
2010 

Estimate 

July 1, 
2011 

Estimate 

July 1, 
2012 

Estimate 

July 1, 
2013 

Estimate 

July 1, 
2014 

Estimate 

July 1, 
2015 

Estimate 

July 1, 
2016 

Estimate 

Brazoria 309,200 314,500 319,300 324,400 330,100 337,800 345,700 354,200 

Chambers 34,200 35,400 35,600 36,400 37,200 38,100 38,800 39,900 

Fort Bend 569,100 590,400 607,000 625,800 653,300 684,600 713,800 741,200 

Galveston 287,400 292,500 295,600 301,100 306,700 313,700 321,500 329,400 

Grimes 26,400 26,600 26,700 26,700 26,800 27,100 27,400 27,700 

Harris 4,034,900 4,108,300 4,179,700 4,259,200 4,346,900 4,441,900 4,533,300 4,589,900 

Liberty 75,000 75,800 76,100 76,400 77,000 78,200 79,700 81,700 

Montgomery 445,800 459,300 471,600 484,700 499,000 518,000 536,400 556,200 

Waller 42,100 43,400 44,000 44,300 45,400 46,800 48,600 50,100 

9-County Total 5,824,100 5,946,200 6,055,600 6,179,000 6,322,400 6,486,200 6,645,200 6,770,300 
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4.2.2 Employment Trends 
The growth and distribution of employment within the nine-county Houston region are important 

factors that influence regional travel patterns. The historical and forecasted employment statistics 

are typically very subjective given the varied methods of collecting and classifying employment data. 

The official H-GAC socioeconomic forecasts use the Texas Workforce Commission (TWC) data as the 

key source for the development of employment estimates. These represent a summation of all 

employment/jobs that are physically located within each respective TAZ which are then aggregated 

to generate county control totals. The future year forecasts were also developed by H-GAC by 

reviewing the base year numbers and historical growth trends. Other independent sources that 

were used to validate the H-GAC forecasts included the Bureau of Labor Statistics (BLS) employment 

data. BLS is a federal statistical agency that tracks current and historical employment figures and 

the data is made available to the public through their Quarterly Census of Employment and Wages 

(QCEW) database. The QCEW and TWC (upon which the H-GAC forecasts were based) reflect similar 

employment estimating procedures, such that the BLS’s county-level employment data and the H-

GAC’s county employment control totals are directly comparable. The 2001-2016 historical 

employment trends as estimated by the BLS methodology are summarized in Table 4-7. 

Table 4-7 Employment Estimates Trend  

CAGR = Compound Annual Growth Rate 
Source: Bureau of Labor Statistics, http://www.bls.gov/lau/#tables - County Data Tables 

  

BLS Employment 
Data 

2001 2002 2003 2004 2005 2006 2007 2008 

Brazoria County 116,300 118,400 119,800 122,300 125,900 128,000 131,900 135,100 

Chambers County 12,700 12,800 12,800 13,000 13,100 13,100 13,200 13,500 

Fort Bend County 186,700 195,300 203,000 212,200 222,700 233,000 242,800 253,800 

Galveston County 123,100 124,400 125,600 127,100 129,800 130,500 131,700 133,900 

Grimes County 9,400 9,200 9,500 9,600 9,600 9,900 10,000 10,300 

Harris County 1,669,700 1,680,800 1,683,600 1,693,800 1,720,000 1,780,500 1,818,000 1,842,500 

Liberty County 28,800 29,100 28,900 29,100 29,200 28,900 29,000 29,000 

Montgomery County 153,800 159,600 165,200 172,400 180,100 186,700 195,000 203,400 

Waller County 14,700 14,900 15,000 14,900 15,000 14,900 15,300 15,400 

9-County Total 2,315,200 2,344,500 2,363,400 2,394,400 2,445,400 2,525,500 2,586,900 2,636,900 

BLS Employment 
Data 

2009 2010 2011 2012 2013 2014 2015 2016 

Brazoria County 134,300 142,000 145,900 150,600 154,800 158,200 159,400 168,400 

Chambers County 14,000 15,000 15,200 15,800 16,300 16,800 16,900 18,000 

Fort Bend County 257,100 275,500 286,500 300,400 316,000 331,400 333,900 359,600 

Galveston County 128,900 133,900 136,600 141,600 145,500 148,800 149,900 158,800 

Grimes County 10,600 10,300 10,700 11,100 11,100 11,300 10,800 11,000 

Harris County 1,822,200 1,892,800 1,944,900 2,015,800 2,072,700 2,118,900 2,135,600 2,255,100 

Liberty County 28,300 27,000 27,400 28,000 28,400 28,800 28,900 31,200 

Montgomery County 205,000 207,500 215,400 225,200 233,800 242,600 244,400 260,700 

Waller County 15,100 18,200 18,700 19,100 19,600 20,200 20,300 21,800 

9-County Total 2,615,500 2,722,200 2,801,300 2,907,600 2,998,200 3,077,000 3,100,100 3,284,600 
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According to QCEW historical data, the nine-county region added a net of approximately 969,400 

jobs over the last 15 years (2001-2016), which reflects an average annual growth of nearly 64,600 

jobs within the nine-county region. The Harris County share of this increase in employment over the 

last 15 years accounted for 585,400 jobs which reflected an average annual growth rate of 2.0 

percent. Meanwhile, Montgomery County, within which Segment 1 of the SH 249 Project will be 

located, experienced an employment growth of 106,900 jobs, exhibiting an annual average growth 

rate of 3.6 percent over the same 15-year period. Grimes County, where Segment 2 of the SH 249 

Project will be located, showed a modest increase of 1,600 jobs over the 15-year period, with an 

annual average growth rate of 1.1 percent. 

4.2.3 Median Household Income Trends 
Median household income trends provide an indication of the disposable income for the population 

within the nine-county region and serves as a proxy for the motorists’ likely willingness-to-pay tolls. 

A comparison of median household income for the nine-county region from the U.S. Census is 

provided in Table 4-8. The median household income of all nine counties, when reported in 2016 

real dollars, has generally kept up with the long-term inflation trends. Real household incomes 

however, do not show significant growth in all nine counties and in some instances even show small 

decreases because of the economic downturn most noticeably in Montgomery and Harris counties. 

From 2009 to 2016, the real median household income for Montgomery County showed a decline of 

-0.37 percent, whereas Grimes County showed a growth of 1.22 percent.  
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4.3 Future Growth Based on H-GAC Forecasts 
The current development patterns and future economic growth potential along the SH 249 Project 

was reviewed to identify the key economic generators along the corridor that are likely to affect 

the existing and future traffic demand. This assessment identified major employment 

establishments and major upcoming developments planned within the vicinity of the corridor over 

the next couple of years. 

A detailed TAZ-level verification of the existing and future planned developments within the SH 

249 Project was undertaken to gain a better understanding of the population and employment 

growth patterns expected within the corridor over the next 25 years. The population and 

employment growth between 2017 and 2040 for the TAZs along the SH 249 Project based on the 

2040 RTP is highlighted in Figure 4-2 and Figure 4-3 respectively.  

4.3.1 Population Growth  
The projected growth in population between 2017 and 2040 is illustrated in Figure 4-2 and it 

highlights that many of the TAZs along the proposed SH 249 Project, mainly to the south and east 

are expected to experience substantial growth, gaining over 1,500 additional residents each, over 

the next 25 years. This population growth is expected to place additional traffic demand on the 

transportation network within the SH 249 Project given the limited north-south alternate routes. 

4.3.2 Employment Growth  
The projected growth in employment between 2017 and 2040 is illustrated in Figure 4-3. Most 

TAZs in Montgomery County are expected to experience modest employment growth over the next 

25 years.  

A review of the patterns of expected population and employment growth based on Figures 4-2 and 

4-3 illustrate that current land-use policies and socioeconomic trends may continue to result in 

disparities in the future origin and destination patterns in the larger area encompassing the project 

corridor. The urban sprawl of population along many of the radial facilities will likely place 

increased traffic demands along the SH 249 Project especially along the southern section (Segment 

1) of the project corridor and necessitate a viable transportation solution to avoid significant future 

congestion.  
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Figure 4-2 2017 to 2040 Population Growth Based on H-GAC Forecasts 

 
Source: H-GAC 2040 Travel Demand Model 
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Figure 4-3 2017 to 2040 Employment Growth Based on H-GAC Forecasts 

 
Source: H-GAC 2040 Travel Demand Model 
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4.4 Independent Socioeconomic Review  
Houston-Galveston metropolitan area is a dynamic and rapidly growing region of Texas that is 

experiencing strong population and employment growth. As part of this study, an independent 

socioeconomic assessment was undertaken to evaluate the validity of the current and anticipated 

growth of population, households, and employment within the nine-county Houston region. A 

summary of the results from the independent socioeconomic review and a comparison to the H-

GAC’s forecasts is described in this section.    

CDM Smith employed the services of a subconsultant, CDS Community Development Strategies 

(CDS), to conduct an independent socioeconomic review and development update along the SH 249 

Project and provide an opinion on the underlying socioeconomic growth forecasts. The CDS review 

included the eight-county region within the H-GAC jurisdiction as well as Grimes County which is 

outside the jurisdiction of H-GAC. The detailed report titled State Highway 249 Economic and 

Demographic Forecast 2017 Update is included as Appendix A to this report. The independent 

socioeconomic review evaluated the recently approved 2040 RTP forecasts and provided 

modifications based on more recent trends, where applicable, to the future growth of population, 

households, and employment for each TAZ. The forecasts developed as part of the independent 

socioeconomic review are referred to as the “revised forecasts.” The revised demographics were 

used as input to the four-step travel demand forecasting model to generate the model trip tables 

used for this study. 

Starting with the regional forecast, the county-level forecasts were prepared using Dr. Barton 

Smith’s Shift-Share model whereby changing shares of regional growth were allocated to each 

county in the region. Dr. Barton Smith, formerly of University of Houston-Institute for Regional 

Forecasting (UH-IRF) and now working as an independent consultant, is a veteran Houston area 

economist and demographer. The county-level forecasts are shown in Table 4-9 through Table 4-

11. 

Table 4-9 County-Level Employment Forecasts 

County 
   Payroll Employment in the County 

1980 1990 2000 2010 2015 2020 2025 2030 2035 2040 

9-County Total 1,616,100 1,819,400 2,261,400 2,477,200 2,885,900 3,086,300 3,394,400 3,714,700 4,021,300 4,353,000 

Brazoria 68,100 71,000 77,500 85,800 103,600 113,100 128,000 145,000 160,800 178,100 

Chambers 7,500 6,000 8,300 9,400 12,700 14,400 17,100 20,800 24,100 28,000 

Fort Bend 37,500 50,500 99,800 130,200 169,800 192,500 233,600 285,400 346,000 409,700 

Galveston 72,800 80,200 94,100 94,500 102,900 110,400 122,700 137,800 151,700 167,700 

Grimes N/A 7,500 9,300 7,300 7,900 9,100 10,000 11,000 11,900 13,700 

Harris 1,384,100 1,539,000 1,855,100 1,993,700 2,290,900 2,424,600 2,618,400 2,798,000 2,955,800 3,121,700 

Liberty 13,900 14,300 17,900 16,200 16,500 17,500 19,700 22,900 27,500 32,500 

Montgomery 26,400 43,300 89,600 127,200 165,200 186,000 221,800 265,900 310,200 362,100 

Waller 5,900 7,600 9,900 13,000 16,300 18,700 23,000 27,900 33,400 39,400 
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Table 4-10 County-Level Population Forecasts 

County 
Population in Households 

1980 1990 2000 2010 2015 2020 2025 2030 2035 2040 

9-County Total 3,118,500 3,749,900 4,693,100 5,838,000 6,559,100 6,973,100 7,600,900 8,318,200 9,005,300 9,749,100 

Brazoria 169,600 191,700 241,800 302,600 335,100 362,300 412,000 480,000 553,200 638,900 

Chambers 18,500 20,100 26,000 34,900 38,500 41,400 47,000 54,300 63,100 73,500 

Fort Bend 131,000 225,400 354,500 579,400 708,400 782,000 896,200 1,039,100 1,183,300 1,335,000 

Galveston 195,700 217,400 250,200 287,000 316,500 333,800 363,800 402,500 441,600 485,800 

Grimes N/A 18,800 23,500 23,600 24,500 25,100 26,700 29,000 32,000 36,000 

Harris 2,409,500 2,818,200 3,400,600 4,047,900 4,484,100 4,707,500 5,007,200 5,277,100 5,501,900 5,726,000 

Liberty 47,100 52,700 70,200 70,500 74,600 78,700 91,100 113,800 139,700 169,300 

Montgomery 127,200 182,200 293,800 452,500 532,900 593,800 695,900 838,800 983,000 1,149,200 

Waller 19,800 23,400 32,700 39,500 44,400 48,500 60,900 83,700 107,400 135,400 

 

Table 4-11 County-Level Households Forecasts 

County 
Number of Households 

2010 2015 2020 2025 2030 2035 2040 

9-County Total 2,060,600 2,296,700 2,455,400 2,692,200 2,963,600 3,227,300 3,514,400 

Brazoria 106,600 117,000 127,000 145,000 169,900 197,200 229,500 

Chambers 12,000 13,400 14,400 16,500 19,100 22,400 26,400 

Fort Bend 187,400 224,900 251,900 293,300 345,600 399,500 456,600 

Galveston 109,000 119,400 125,800 136,600 150,800 165,400 182,100 

Grimes 8,900 8,600 8,800 9,400 10,200 11,300 12,800 

Harris 1,435,200 1,590,100 1,678,900 1,796,800 1,904,200 1,995,300 2,086,800 

Liberty 25,100 26,000 27,500 32,000 40,300 50,000 61,100 

Montgomery 162,500 181,900 204,200 241,200 293,600 347,500 410,000 

Waller 14,000 15,400 16,900 21,400 29,800 38,600 49,200 

 

The changes to the H-GAC forecasts made by the independent economist were based on current 

information on housing and commercial development that existed within each respective TAZ 

taking into consideration the overall countywide population and employment control totals and 

trends. The final results of the independent review are illustrated in Figure 4-4 through Figure 4-

7. As shown in Figure 4-4, the eight-county population is expected to increase from 5,814,400 in 

2010 to 9,713,100 by 2040, which reflects a compounded annual growth rate of 1.73 percent. Like 

the population growth patterns, the employment is expected to grow at a rate of 1.90 percent from 

2,469,900 to 4,339,300 over the 30-year timeframe between 2010 and 2040 as shown in Figure 4-

5. The population for Grimes County is expected to grow from 23,600 in 2010 to 36,000 by 2040 

at an annual average growth rate of 1.42 percent. The employment for Grimes County during the 

same period is expected to grow from 7,300 in 2010 to 13,700 in 2040 at an annual average growth 

rate of 2.12 percent. The population and employment allocations among the eight counties are 

shown to grow at varying pace and indicate that the differing growth patterns between the 

population and employment will create additional travel demand between the various counties.  
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Figure 4-4 H-GAC and CDS Population Forecasts for the Eight-County Region 

     

Figure 4-5 H-GAC and CDS Employment Forecasts for the Eight-County Region                                                                                       
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Figure 4-6 CDS Population Forecasts for Grimes County 

 

Figure 4-7 CDS Employment Forecasts for Grimes County 
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Table 4-12 shows the comparison between the revised forecasts from the independent economist 

and the 2040 RTP forecasts. Compared to 2040 RTP forecasts, the independent economist estimated 

more conservative population and employment numbers for both base estimates and future year 

growth for the regional control totals, except for the 2015 population which was very similar. The 

revised 2040 population estimate is lower by 3.7 percent compared to the 2040 RTP estimate. The 

difference in employment forecasts between 2040 RTP and the independent economist is more 

significant compared to population. The revised employment in 2015 is 10.0 percent lower than 

the 2040 RTP estimates and are 3.7 percent lower by 2040.  

Table 4-12 Total Percent Changes between H-GAC and CDS Forecasts for the Eight-County Region 

Socioeconomic Variable 2015 2020 2030 2040 

Population 0.0% -4.2% -4.6% -3.7% 

Employment -10.0% -11.0% -6.9% -3.7% 

 

Overall, the independent economist forecasted lower employment in Harris and Montgomery 

counties compared to the 2040 RTP, as shown in Figure 4-8 and Figure 4-9. Harris County 

employment forecasts grow at a consistent rate for both H-GAC 2017 and CDS 2017 forecasts. For 

Montgomery County, H-GAC’s projected employment growth rates level off as they reach 2040. The 

CDS estimates forecast growth rate increases over time that result in higher employment forecast 

for Montgomery County as compared to H-GAC by 2040.  
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Figure 4-8 H-GAC and CDS Employment Forecasts for Harris County 

 

Figure 4-9 H-GAC and CDS Employment Forecasts for Montgomery County 
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The independent economist also forecasted that Grimes County population will increase in the 

long-term at a faster rate during the 2030-2040 timeframe than anticipated between 2020 and 

2030. Grimes County employment growth, like population growth, is expected to accelerate after 

2025.  Most of this employment growth should come from service and education jobs tied to 

population growth.  Moody’s forecast for Grimes County showed modest growth in employment 

after 2015. 

The TAZ-level comparison between the revised forecasts from the independent economist and 

2040 RTP forecasts for 2017 and 2040 are illustrated in Figure 4-10 through Figure 4-13 and 

highlight the demographic revisions that were implemented for several TAZs within the study area 

based on a thorough review of characteristics of each TAZ and anticipated future development 

patterns., The revised projections for the model base year of 2017 reduced the population forecasts 

from the H-GAC’s estimates for most of the TAZs along the SH 249 Project. Several TAZs were 

revised with reductions to employment within the area along SH 249 by 2040, whereas the 

population for several zones increased as compared to the original H-GAC’s forecasts. 

Figure 4-14 and Figure 4-15 illustrate the population and employment growth respectively under 

the revised socioeconomic forecasts developed by the independent economist. 

CDM Smith reviewed the CDS estimated socioeconomic forecasts and upon thorough review of the 

projections, reduced the growth beyond 2025 by 75 percent in selected high-growth zones for the 

Base Case scenario to reflect a more dampened outlook over the long-term forecast. The detailed 

modeling and the resulting traffic and toll revenue estimates for the proposed SH 249 Project are 

presented in Chapter 5 and Chapter 6 respectively. 
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Figure 4-10  Zonal Population Forecast Changes in 2017 
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Figure 4-11 Zonal Employment Forecast Changes in 2017 
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Figure 4-12 Zonal Population Forecast Changes in 2040 
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Figure 4-13 Zonal Employment Forecast Changes in 2040 
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Figure 4-14 2017 to 2040 Population Growth Based on the Revised Forecasts 
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Figure 4-15 2017 to 2040 Employment Growth Based on the Revised Forecasts 
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Aside from population and employment forecasts, CDS also provided current and proposed 

development activity data near the SH 249 Project that is expected to occur in the near term. Figure 

4-16 highlights zones with commercial activity in the region. This includes new shopping centers, 

business parks, and grocery stores. Figure 4-17 displays zones with residential activity which 

includes additional homes, apartment complexes, and subdivisions.  

Figure 4-16 Zones with Commercial Activity 
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Figure 4-17 Zones with Residential Activity 

 

4.5 Impacts of Hurricane Harvey  
A significant recent event that occurred within the Houston region was Hurricane Harvey, which 

struck the region in late August 2017 and the long-term effects of this natural disaster are still being 

assessed. CDS in their update considered the effects of Hurricane Harvey on their forecasts at the 

regional and county level, and concluded that, while the storm may have had significant impacts in 

some areas at the localized level, it will likely not alter the overall growth trajectory of the region 

from recently-expected trends. Discussion of the potential impact of the hurricane on Houston’s 

future growth, and an initial assessment of its impacts on the regional and county forecasts is 

included as part of Appendix A. 
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Chapter 5 

Travel Demand Modeling    

This chapter describes the development and calibration of the travel demand model that was used 

to analyze and evaluate the proposed extension of the SH 249 Project located in Montgomery and 

Grimes counties within the Greater Houston region. Figure 5-1 illustrates the travel demand 

modeling methodology that was used to develop the traffic and toll revenue forecasts for the 

proposed SH 249 Project. This methodology ensures that the forecast results remain consistent 

with previous analyses conducted for toll facilities in the Houston region. Most traffic and revenue 

studies attempt to answer four fundamental questions: 

1. How much demand currently exists in the corridor? 

2. How much will the demand grow in future?  

3. What share of traffic can be expected to use the proposed tolled facilities? and 

4. What are the traveler’s willingness-to-pay for the travel time savings? 

A detailed profile of the existing traffic demand is presented in Chapter 2 which provides a 

comprehensive description of the corridor area traffic characteristics. These travel characteristics 

became the foundation upon which the travel demand models were developed and calibrated. The 

model development for the traffic and toll revenue estimation process involved two levels of 

analysis as described below. 

▪ 1. Global Demand Estimates – The global demand is an estimate of the amount of total traffic 

that currently uses the SH 249 corridor under the existing conditions and will likely continue 

to use the corridor under future conditions. An assessment of the regional socioeconomics 

was performed to provide a gauge of the total future global demand within the corridor. The 

regional highway networks obtained from the Houston-Galveston Area Council (H-GAC) and 

for Grimes County were reviewed to ensure that the future planned improvements within 

the project study area were coded correctly in the model networks. The networks were then 

updated to incorporate the latest schematic design for the proposed SH 249 Project 

extension. Updated regional socioeconomic data developed by an independent economist (as 

described in Chapter 4) was used to develop global travel demand estimates for the corridor. 

The updated socioeconomic data was incorporated within the H-GAC model and the Grimes 

County model to develop existing and future year trip tables. 

▪ 2. Market-Share Subarea Model – The market-share subarea model was used to estimate 

the traffic that will elect to use the toll road under the proposed geometric configuration and 

toll rates. The share of the corridor traffic that diverts to the toll road is based on several 

factors that include: the location of access points/interchanges along the proposed SH 249 

Project, the traffic conditions along alternative toll-free routes like FM 1774, the time savings 

offered by the toll road and the magnitude of tolls charged. For this study, the market-share 
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subarea model procedures were incorporated into the traffic assignment routine to forecast 

traffic for the entire SH 249 Project. 

The flow chart in Figure 5-1 shows the general relationship between the various analysis 

components. 

Figure 5-1 Travel Demand Modeling Process 

 

5.1 Model Development 
The travel demand model for the H-GAC’s 2040 Regional Transportation Plan (2040 RTP) was the 

basis for the development of trip tables which were used to forecast traffic and toll revenue 

estimates for this study. However, Grimes County where approximately one-half of the proposed 

SH 249 Project is located, is not part of the 8-county H-GAC model which includes Harris, 

Montgomery, Liberty, Chambers, Galveston, Brazoria, Fort Bend and Waller counties within the 

greater Houston region. The H-GAC model consisted of 5,217 Traffic Analysis Zones (TAZs) and an 

additional 46 external TAZs representing the roadways crossing the model area boundary. 

Different modeling options were evaluated to address the challenges of the study corridor crossing 

outside the H-GAC model area. The preferred option was to expand the H-GAC model area to 

include the necessary portions of Grimes County to provide the opportunities for trips from/or 

crossing through Grimes County to access the proposed SH 249 Project. This approach was found 

to be infeasible due to current H-GAC model use policies that warrant that all runs pertaining to 
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the H-GAC model be run through the agency and exclusively for the H-GAC revised network or 

demand scenarios. As such, the lack of full access to the H-GAC model made it difficult to fully 

integrate the Grimes County area into the complete four-step modeling process. An alternate 

approach was developed where a stand-alone model was developed for Grimes County and then 

the trip tables and networks from the two models were combined into a common traffic assignment 

for development of the study subarea market share model. Figure 5-2 shows the eight counties 

included in the H-GAC model along with Grimes County (shaded) which was added as part of the 

model enhancements for this study as discussed herein. 

Figure 5-2 Eight-County H-GAC Model Area plus Grimes County 
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The overall modeling effort can be summarized in the following components: 

▪ Development of Grimes County Model: An independent model was developed for Grimes 

County to provide external forecasts to the corridor and loadings to the SH 249 Project and 

the overall study area. 

▪ Creation of Combined Networks and Trip Tables for the 9-County Region: In support of the 

subarea model development and calibration, trip tables and networks from the Grimes 

County and H-GAC model areas were combined to perform a traffic assignment for the 9-

county region from which the subarea model was then extracted. A method was developed 

to integrate traffic flows at the cordon line between the two models. 

▪ Subarea Model Calibration: The final step of the modeling process for this study included the 

creation of a subarea model which was used to develop the traffic and toll revenue forecasts 

for the SH 249 Project. Figure 5-3 shows the subarea model boundary. Subarea model 

networks and trip tables were extracted from the combined 9-county networks and trip 

tables described above. The calibration efforts were mainly focused within the subarea 

model where most of the recently collected traffic data was available as described in Chapter 

2.  

Figure 5-3 Subarea Model Boundary 
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5.2 Grimes County Model 
The primary goal for the creation of the Grimes County Model was to develop demand inside the 

study area that could potentially use the SH 249 Project and secondly to provide a framework to 

extend the study area into Grimes County in the northwesterly direction. 

The development of the Grimes County Model started with the creation of traffic analysis zones 

(TAZs) that were consistent with those used in the H-GAC model and with the Census geography 

(using Census Tracts as the starting point for the zonal boundaries). Zones were further split based 

on block and block group boundaries to allow for easier development of the attribute data. The 

TAZs were defined using typical constraints including major roadways, geographic boundaries and 

other impedances to travel, including railroads and rivers or streams. In addition to the existing 

roadway system, the general alignment and access points for the proposed SH 249 Project were 

considered when developing the TAZ boundaries. The zonal attributes used in the Grimes County 

Model followed a similar structure as used by the H-GAC model to allow for consistency in the data 

needs and for the application of trip parameters in the model application. 

The network for Grimes County was developed using centerline files for all streets in the county. 

The streets deemed necessary for inclusion in the network were identified and retained.  Additional 

refinement was added where necessary, specifically for the freeway sections of State Highway 6 in 

the southwest portion of the county. The attributes for each link in the network were also 

developed to be consistent with the structure used by the H-GAC model.  This allowed for better 

consistency when the networks were combined.   

The Grimes County Model used a three-step model structure of trip generation, trip distribution 

and traffic assignment. It also used a time-of-day structure to estimate the demand for travel during 

the AM, Midday, PM and Night periods consistent with the H-GAC model. The time-of-day structure 

was again chosen to provide consistency with the H-GAC portion of the model. The trip generation 

parameters were borrowed from the H-GAC model area for a simplified set of trip purposes to 

include home-based-work, home-based-other and non-home-based (NHB) related travel. The NHB 

activities were further stratified into work and non-work related. The trip rates were adjusted 

during validation to correct for the more rural nature of Grimes County as compared to the H-GAC 

region.   

A key component of the Grimes County Model in relation to the SH 249 Project was the 

development of external travel demand for Grimes County. The external demand along the Grimes 

County / H-GAC boundary was used as part of the process to combine the trip tables and is 

discussed in more detail later in this chapter.  For Grimes County, the external model included the 

following components: 

▪ External / Internal (EI) Auto Trips 

▪ External / Internal (EI) Truck Trips 

▪ External / External (EE) Auto Trips 

▪ External / External (EE) Truck Trips 
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Using a combination of TxDOT traffic count data and the data collected for this study, a volume was 

defined for each external station that included the percentage of autos and trucks. The distribution 

of external through trips versus external / internal trips for each external station was based on an 

analysis of the OD data. Using the defined zone structure from the OD data including the externals, 

the zonal pairs that used the Grimes County network were identified. From this demand, a 

distribution of EE and EI auto trips was established based on the distribution of trips from OD 

survey. In this case EE movements represented those crossing through Grimes County. Using 

TxDOT historical count data, a growth rate was established for each external station which was 

then used to develop 2020, 2025 and 2040 forecasts. The distribution of auto versus truck and EE 

versus EI trips were held constant for each horizon year. 

5.3 Development of Trip Tables for the 9-County Region 
The Grimes County and H-GAC Model trip tables were merged into a common platform for use as 

input to the subarea model. The networks were also merged together to provide a framework for 

a 9-county assignment that could then be used for development of the study subarea that is 

discussed later in this chapter. The approach for development of the 9-county trip tables used the 

following assumptions: 

▪ Internal / Internal (II) Trips: The intra model demand (II trips) from each source model was 

maintained in the combined trip table.   

▪ External Trips: EI and EE trips for stations not included in the combined cordon line were 

also not changed from either model.  

▪ Trips Crossing Cordon: For trips crossing the Grimes / H-GAC model boundary, the external 

trips from each model were integrated to create a unique set of interaction trips. 

5.3.1 Justification for Methodology 
Ideally when studying a corridor that crosses outside a model area, in this case the H-GAC model, 

it is preferred to expand the model to include the entire study area. Doing so ensures that the 

interaction of trips in the study area (trip distribution) is not restricted and fixed by the external 

station boundaries and is thus allowed to adjust directly based on changes in demographic 

forecasts. For SH 249 Project, this approach proved infeasible due to several constraints. The main 

one was primarily due to the complexity of the new H-GAC models and the fact that external 

consultants are no longer provided access to the complete H-GAC model executables to perform 

independent modeling exercises. In addition, the H-GAC was not able to expand its model into 

Grimes County or provide model support for this task since it lies outside the H-GAC MPO 

boundary. These restrictions necessitated the use of an alternate but credible approach to model 

the external trips from both H-GAC and Grimes County as integrated trips across the cordon. H-

GAC was able to provide alternate model runs with the revised demographic inputs prepared by 

CDS which were used in the development of the subarea model. 

Some risks in using this approach lie in the assumption that no changes in growth and thus travel 

patterns within Grimes County are modeled to occur from the extension of the SH 249 Project. As 

such no additional increase in trip making or external growth trends across the cordon was 

assumed. Therefore, this approach may be considered somewhat conservative with regards to the 
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traffic demand for the SH 249 Project. Several sources of data were, however, evaluated to test the 

reasonableness of the external growth rates applied to the Grimes County model and demonstrated 

sufficient capture of the anticipated change in travel patterns. Data reviewed included: 

▪ Census Journey-to-Work (JTW) Data: A comparison was made of the 2000 and 2010 JTW 

trends for Grimes County. 

▪ County Population and Employment Growth Rates: Analysis of the growth rates for 

population and employment by county. 

▪ Population / Employment (P/E) Ratio Trends: Changes in the P/E ratio over time were 

analyzed based on the population and employment changes. 

▪ Historical External Growth Rates: These growth rates were evaluated using the TxDOT 

historical traffic counts along several key routes. 

5.3.2 Allocation of Trips Crossing the Grimes County and H-GAC Models 
Allocation of the trips crossing the boundary between the Grimes County and H-GAC models was 

based upon the source model distribution patterns for trips at each external station along the 

shared boundary. The resulting distribution was then used to allocate the trip ends within the 

respective model areas. Instead of having a set of trips on each side of the model boundary focused 

on the external station, the trip allocation process created a set of internal trips based on the 

combined zone structure for the 9-county region. 

A program was developed using GISDK (scripting language used in TransCAD planning software) 

to process the trip tables crossing the shared boundary of the two models for each modeled period. 

5.4 Global Demand Estimates 
The global traffic demand, defined as the total potential traffic traveling within the proposed SH 

249 Project (including the existing sections of the frontage roads and general-purpose lanes to the 

south and parallel arterials like FM 1774) was estimated using the enhanced 9-county regional 

networks and trip tables developed for this study as described above. The following enhancements 

were incorporated into the 9-county networks and trip tables used to support this study: 

▪ Trip tables were developed for the years 2017, 2025, 2035, and 2040 for the four-time 

periods as defined in the H-GAC model and also incorporated in the Grimes County model.  

AM Peak Period – 6:00 AM to 9:00 AM 

Midday Period – 9:00 AM to 3:00 PM 

PM Peak Period – 3:00 PM to 7:00 PM 

Night Period – 7:00 PM to 6:00 AM  

The trip tables were also segmented into auto and trucks to facilitate a more detailed 

analysis of each market segment. 

▪ Some minor adjustments were implemented to several assignment parameters such as the 

link speeds and capacities, and the speed/flow relationships to reflect the current travel 

characteristics in the corridor, where applicable. This process utilized the extensive traffic 
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data collected in 2016 and 2017 to ensure that the model reasonably replicated the current 

traffic volumes and speeds along the existing SH 249 corridor and along the major routes 

within the study area. 

The model development efforts to generate the future global demand estimates required several 

updates and modifications to the highway network, the socioeconomic databases, and the trip 

tables, all of which are described in more detail below.  

5.4.1 Highway Network 
The H-GAC model regional highway network based on the 2040 RTP was the original base network 

and was used as a starting point for this study. A separate network was developed for Grimes 

County and the two networks were combined into a single 9-county network which was used to 

develop the regional trip tables as described above in Section 5.3. The roadways within the SH 249 

Project study area were then reviewed and updated to ensure the future projects and highway 

improvements were correctly coded in all future year networks. The network coding for the SH 

249 Project was edited to incorporate the latest proposed design of the project including 

configuration of all ramps, segment lengths, and number of lanes. Other elements in the overall 

networks that were reviewed included centroid connections, free-flow speeds, link lengths and link 

capacities.  

5.4.2 Socioeconomic Assumptions 
The H-GAC’s demographic forecasts (adopted in November 2017 as the Houston region’s official 

demographic forecasts) were the basis for developing the trip tables that were used in the official 

H-GAC model. An independent economic review was conducted by CDS to update the 

socioeconomic forecasts to the most current information, as summarized in Chapter 4.  These 

updated forecasts were used to develop the 2017 base year as well as 2025, 2035 and 2040 future 

year trip tables for both the 8-county H-GAC model and the Grimes County model and were used 

as part of this study to derive the expected future travel demand characteristics using the combined 

9-county region trip tables. The final traffic and toll revenue estimates developed for the SH 249 

Project, presented in Chapter 6, are based on the revised demographic datasets that were 

developed by CDS.  

5.4.3 Trip Tables 
The subarea trip tables used for the development of traffic forecasts for this study were developed 

using the combined 9-county trip tables that were based on the revised demographic datasets 

developed for this study and used in the two individual models (H-GAC and Grimes) as mentioned 

above. The daily trip tables generated for the 9-county region included the four-time periods, as 

previously mentioned. The regional 9-county traffic assignments for future-years (2025, 2035 and 

2040) were used to quantify the future corridor traffic demand along the SH 249 Project and were 

influenced by several factors including: 

▪ Population and employment growth in the region. 

▪ Additional new roadway capacity competing with the toll road being studied herein. 
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▪ Highway improvements to other freeways and arterials in the region providing accessibility 

to the corridor, as described in Chapter 3. 

5.5 Market-Share Subarea Model 
As previously described, a market-share subarea model that provided an indication of the potential 

users of the proposed toll road was used to develop traffic and toll revenue forecasts for the SH 249 

Project. As part of this modeling procedure, the travel time between a path using the toll road is 

compared to the travel time along a path using the next best toll-free route. For each travel 

movement, the proportion of motorists expected to use the toll road was a function of the computed 

travel time savings and the cost to use the toll road versus the value placed on time savings by the 

motorist (value-of-time or VOT).  The toll diversion algorithm that provided potential demand for 

the toll road was incorporated into the traffic assignment routine used in the market-share subarea 

model. The share of traffic using the toll road was based on the estimated distribution of VOT 

developed from the stated preference surveys of travelers in the SH 249 study area. Motorists with 

higher VOTs tended to be more likely to choose the toll road while those with lower VOTs tended 

to not choose the toll facility. The choice to use the toll road is also dependent on the origin-

destination patterns of the travelers.   

5.6 Model Calibration 
The model calibration effort was mainly focused on the subarea model used to develop traffic and 

toll revenue forecasts for this study as shown in Figure 5-3. The traffic counts collected in 2016 

and 2017 were analyzed by time period and the overall travel characteristics were extracted and 

summarized for each respective count location. The traffic data based on this analysis was used to 

calibrate and adjust the model parameters where needed.  

5.6.1 Assignment Calibration 
Table 5-1 lists the ratios of the model-estimated and observed vehicle-miles-traveled (VMT) along 

links categorized by area-type (AT) and facility-type (FT) for the daily traffic. Table 5-2 shows the 

number of (one-way) model links where traffic counts observations were made for each area-type 

and facility-type category. The table shows that on a 24-hour basis for each of the four area-type1 

(row totals) and six facility-type (column totals) categories, the model-estimated VMT is within ten 

percent of the observed VMT. For most major facilities such as freeways, toll roads and principal 

arterials, the difference between observed and estimated VMT is within five percent. The overall 

estimated VMT for the model was within three percent of the observed VMT.  

Table 5-3 through Table 5-6 show the same information for each of the four individual time 

periods used in the model. Table 5-7 shows the number of (one-way) model links where hourly 

count data was available which allowed for the estimation of VMT ratios for the four-time periods 

used in the model. For each of the four-time periods, the overall estimated VMT for all the four area-

type categories1 were generally within the acceptable limit of ten percent variation from the 

observed values. The VMT ratios for five of the six facility-type categories were also generally 

within ten percent variation from the observed values. The frontage roads were somewhat over-

                                                                 

1 There were no counts in Central Business District (CBD) category because it is located outside the project study area. 
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assigned during the PM peak period. This was primarily because of an over-assignment in the 

Urban category where only six counts observations (three locations) were available for this 

category. The overall estimated VMT for the model during all four time periods was within three 

percent of the observed VMT.   

Table 5-1 Estimated / Observed VMT Ratios for Daily Traffic 

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD               

Urban           1.09 1.09 

Suburban   0.99 1.02 1.16   1.05 1.06 

Suburban Fringe  0.99 0.99 1.03 0.91 1.06 1.02 0.99 

Rural 1.01 0.99 1.07 1.25 1.07 1.74 1.06 

All 1.00 0.99 1.05 1.10 1.06 1.07 1.03 

 
Table 5-2 Number of One-way Links with Counts used in the Estimation of Daily VMT Ratios  

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD            0 

Urban          6 6 

Suburban   8 10 40   26 84 

Suburban Fringe  10 16 25 36 38 26 151 

Rural 8 2 74 46 158 2 290 

All 18 26 109 122 196 60 531 

 
Table 5-3 Estimated / Observed VMT Ratios for AM Peak Period   

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD               

Urban           1.13 1.13 

Suburban   0.99 1.07 1.12   1.09 1.03 

Suburban Fringe  0.97 0.99 1.00 1.12 1.06 0.88 1.00 

Rural 0.93 0.99 0.99 1.01 1.21   1.01 

All 0.96 0.99 1.03 1.11 1.10 1.07 1.02 

 
Table 5-4 Estimated / Observed VMT Ratios for Midday Period 

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD               

Urban           1.07 1.07 

Suburban   0.98 0.99 1.05   1.00 1.00 

Suburban Fringe  1.09 0.98 0.99 1.07 1.13 1.01 1.05 

Rural 1.15 0.97 0.98 1.16 1.08   1.11 

All 1.11 0.98 0.99 1.06 1.12 1.03 1.04 
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Table 5-5 Estimated / Observed VMT Ratios for PM Peak Period 

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD               

Urban           1.25 1.25 

Suburban   1.00 1.01 1.07   1.08 1.03 

Suburban Fringe  0.83 0.99 1.02 1.09 1.05 1.13 0.96 

Rural 0.93 1.00 0.92 1.41 1.10   1.00 

All 0.86 1.00 0.99 1.09 1.06 1.14 0.99 

 
Table 5-6 Estimated / Observed VMT Ratios for Night Period 

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD               

Urban           0.91 0.91 

Suburban   1.00 0.99 1.03   0.98 1.01 

Suburban Fringe  1.08 1.00 1.00 1.01 0.98 0.98 1.04 

Rural 1.07 0.98 1.00 0.99 1.07   1.05 

All 1.08 1.00 1.00 1.02 1.00 0.96 1.03 

 
Table 5-7 Number of One-way Links with Counts used in the Estimation of Time Period VMT Ratios 

AT\FT Freeways Toll Roads 
Principal 
Arterials 

Arterials Collectors 
Frontage 

Roads 
All 

CBD 0 0 0 0 0 0 0 

Urban 0 0 0 0 0 6 6 

Suburban 0 8 2 30 0 25 65 

Suburban Fringe  8 16 3 18 26 25 96 

Rural 6 2 8 6 16 0 38 

All 14 26 13 54 42 56 205 

Several screenlines were also developed to investigate and compare the base model outputs with 

the current traffic characteristics in the study area. Figure 5-4 shows the location of the seven 

screenlines that were developed for this purpose and Table 5-8 shows the comparison of the 

model estimated volumes with the observed traffic along each of the seven screenlines. The table 

shows the 24-hour observed traffic counts and the corresponding 24-hour model estimated traffic 

volumes for each of the individual count locations, as well as the total for each screenline. The table 

also shows the percentage variation in model-assigned volumes as compared to the observed 

traffic counts. The total estimated screenline volumes are within ten percent of the observed counts 

for six of the eight screenlines. Screenline 3 was over-assigned by 23 percent mainly due to over-

assignment along US 290, which has been under construction in some sections, resulting in lower 

counts. Screenline 5 was over-assigned by 16 percent but it consisted of only two count locations 

and has the lowest total traffic of all screenlines. Some of the individual roadways also showed 

rather large differences between the observed counts and the model assignment but those were 

generally along frontage roads and other lower volume roads which are typically more difficult to 

calibrate due to the aggregate manner in which the traffic gets assigned from individual zones in a 

travel demand model. The main purpose of comparing the traffic at the aggregated screenline level 

is to make sure that the overall trip movements across different regions of the network are 
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reasonably accounted for in the model. Therefore, the overall model calibration based on the total 

screenline volumes was well within the acceptable range for a model representing suburban and 

rural areas. 

Figure 5-4 Screenline Locations 

 

Table 5-8 Observed and Estimated Screenline Volumes 
Screenline 1 Count Model % Diff 
SH 6 - South of Falkenbury Loop  22,000 22,600 3% 

FM 362 - South of FM 306  1,100 2,700 145% 

FM 1774 - South of SH 105  5,100 5,400 6% 

FM 1486 - South of SH 105  3,200 2,700 -16% 

FM 149 - South of SH 105  6,600 5,500 -17% 

McCaleb Road - South of SH 105  9,800 6,400 -35% 

TOTAL 47,800 45,300 -5% 

 Screenline 2 Count Model % Diff 
SH 6 - North of SH 290  24,000 26,300 10% 

FM 362 - North of FM 1488  2,000 1,700 -15% 

FM 1774 - West of FM 1486  8,600 9,200 7% 

FM 1486 - North of FM 1774  5,100 6,800 33% 

Jackson Rd - North of SH 149  3,100 3,900 26% 

SH 149 - East of Jackson Rd  7,000 7,400 6% 

Sendera Ranch Dr - North of FM 1488  19,200 17,200 -10% 

IH 45 Frontage Rd - North of FM 1488  19,200 22,600 18% 

IH 45 - North of FM 1488  167,200 160,300 -4% 

TOTAL 255,400 255,400 0% 
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Table 5-8 Observed and Estimated Screenline Volumes (continued) 
 Screenline 3 Count Model % Diff 
US 290 Frontage Rd - West of SH 99  12,000 13,100 9% 

US 290 - West of SH 99  64,200 154,500 141% 

SH 249 - North of Zion Road  52,900 55,200 4% 

IH 45 - North of Hardy Toll Road  256,300 256,900 0% 

IH 45 Frontage Rd - North of Hardy Toll Road  30,500 30,200 -1% 

TOTAL 415,900 509,900 23% 

 Screenline 4 Count Model % Diff 
US 290 Frontage Rd - West of Huffmeister Rd  17,100 20,100 18% 

US 290 - West of Huffmeister Rd  131,100 146,500 12% 

SH 249 Frontage Rd - West of Cypress Creek Pkwy  42,400 37,900 -11% 

SH 249 - West of Cypress Creek Pkwy  154,400 149,700 -3% 

IH 45 - South of Cypresswood Dr1 226,500 240,900 6% 

IH 45 Frontage Rd - South of Cypresswood Dr1 23,800 25,000 5% 

TOTAL 345,000 354,200 3% 

 Screenline 5 Count Model % Diff 
SH 105 - West of FM 362  10,300 10,100 -2% 

FM 1488 - East of SH 6  5,300 200 -96% 

US 290 - East of SH 359  44,400 48,300 9% 

TOTAL 60,000 58,600 -2% 

Screenline 6 Count Model % Diff 
SH 105 - West of FM 1774  11,100 10,000 -10% 

FM 1488 - West of FM 1774  11,100 15,800 42% 

TOTAL 22,200 25,800 16% 

 Screenline 7 Count Model % Diff 
SH 105 - East of FM 1774  8,800 7,800 -11% 

FM 1488 - East of FM 1774  15,300 16,100 5% 

FM 149 - North of FM 1774  12,300 15,100 23% 

TOTAL 36,400 39,000 7% 

 Screenline 8 Count Model % Diff 
SH 105 - West of IH 45  35,600 37,300 5% 

FM 1488 - West of FM 242  40,400 43,600 8% 

TOTAL 76,000 80,900 6% 
1Count shown is from 2016, count data from 2017 was not available 

5.6.2 Calibration of Network Speeds 
In addition to the calibration of the model link volumes, the model results were also reviewed to 

confirm that the congested travel speeds estimated by the model along the roadways in the SH 249 

corridor study area were reasonable. This analysis was performed to ensure that the toll traffic 

predicted by the model was based on acceptable estimates of speeds and travel times within the 

SH 249 corridor study area. This was an essential part of the model calibration since the level of 

congestion along the study area roadways is the primary reason for diversion of traffic to the toll 

road. Figure 5-5 shows the location of the various routes where the speed and delay data was 

collected. Table 5-9 summarizes the model estimated and observed average travel speeds during 

the AM peak period (6:00 AM to 9:00 AM) for the existing segments of SH 249 corridor and 13 other 

routes within the vicinity of the project study area. The table provides a range of observed average 

speeds (minimum and maximum) in addition to the estimated average travel speeds along each of 

the roadway segments. Table 5-10 and Table 5-11 provide the same information for the Midday 

(9:00 AM to 3:00 PM) and the PM peak period (3:00 PM to 7:00 PM), respectively. 
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In the majority of cases, the model-estimated average speeds fell within the range of observed 

maximum and minimum values with the exception of a few segments where several miles were 

outside these observed ranges. Overall, the level of calibration of travel speeds was deemed 

reasonable for the travel demand model, given that it does not inherently have the operational 

capability to directly model queue spillbacks and delays associated with weaving movements and 

traffic signals. 

Figure 5-5 Location of Speed and Delay Routes 
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Table 5-9 Observed and Estimated Average Travel Speeds during the AM Peak Period 

  
SEGMENT 

  

NB /EB SB /WB 

Observed 
Estimated 

Observed 
Estimated 

Min Max Avg Min Max Avg 

US 290 from SH 6 to SH 99 65.4 68.7 67.1 68.8 65.0 70.3 67.7 68.8 

US 290 from SH 99 to Cypress Creek 
Pkwy 54.0 70.4 65.7 68.8 64.9 71.7 67.8 68.8 

SH 6 from US 290 to SH 105 63.9 70.5 67.1 64.0 63.8 69.4 65.8 64.0 

SH 105 from SH 6 to FM 1486 51.2 61.5 57.6 59.9 57.2 61.1 58.5 59.7 

SH 105 from FM 1486 to IH 45 34.2 42.5 37.9 46.5 30.5 44.7 39.9 45.1 

IH 45 from SH 105 to SH 99 41.8 71.5 62.1 66.7 17.9 68.0 46.2 59.1 

IH 45 from SH 99 to Cypress Creek 
Pkwy 29.0 46.0 40.8 49.1 39.6 69.4 54.9 55.6 

Cypress Creek Pkwy from US 290 to 
SH 249 21.6 30.1 26.0 26.0 24.3 36.9 29.1 31.5 

Cypress Creek Pkwy SH 249 to IH45 24.7 30.1 27.1 29.9 23.3 31.0 27.5 27.6 

SH 249 from SH 99 to FM 149 35.4 45.8 40.2 39.2 30.7 44.0 38.3 35.4 

SH 249 from Cypress Creek Pkwy to 
SH 99 33.8 45.6 40.0 52.1 37.2 46.5 41.7 30.9 

FM 1774 from FM 149 to SH 105 38.0 46.5 42.9 46.9 29.6 42.9 35.1 41.2 

FM 1488 from US 290 to FM 1774 39.3 43.5 41.4 52.8 41.2 47.9 47.0 53.2 

FM 1488 from FM 1774 to IH 45 27.4 41.3 34.9 41.5 28.6 42.2 36.0 44.5 

FM 149 from SH 249 to SH 105 42.2 49.4 45.8 49.1 34.8 49.0 44.9 42.6 

FM 2920 from US 290 to SH 249 37.6 45.8 41.6 49.2 40.5 47.5 44.8 50.0 

FM 2920 from SH 249 to IH 45 28.7 39.8 33.3 32.0 28.1 36.0 31.5 36.8 

 
Table 5-10 Observed and Estimated Average Travel Speeds during the Midday Period 

  
SEGMENT 

  

NB /EB SB /WB 

Observed 
Estimated 

Observed 
Estimated 

Min Max Avg Min Max Avg 

US 290 from SH 6 to SH 99 63.9 69.9 66.5 68.1 64.7 69.7 66.3 67.1 

US 290 from SH 99 to Cypress Creek 
Pkwy 64.2 72.3 67.0 58.8 63.1 68.9 66.0 63.4 

SH 6 from US 290 to SH 105 63.3 67.9 66.2 63.5 63.2 70.2 66.7 63.5 

SH 105 from SH 6 to FM 1486 54.9 60.6 58.1 59.3 53.1 62.0 57.9 59.1 

SH 105 from FM 1486 to IH 45 32.6 44.5 39.7 45.4 38.5 45.0 41.7 45.5 

IH 45 from SH 105 to SH 99 65.5 70.2 67.5 64.5 65.7 68.8 67.1 65.0 

IH 45 from SH 99 to Cypress Creek 
Pkwy 65.4 71.1 67.9 63.3 64.8 70.1 67.5 63.9 

Cypress Creek Pkwy from US 290 to 
SH 249 24.8 37.1 30.6 23.1 24.2 31.7 28.3 23.5 

Cypress Creek Pkwy SH 249 to IH45 21.8 27.3 24.4 30.6 24.3 28.2 26.2 29.6 

SH 249 from SH 99 to FM 149 38.6 46.9 42.8 38.4 36.4 46.5 43.0 36.4 

SH 249 from Cypress Creek Pkwy to 
SH 99 38.8 46.3 41.9 47.2 35.4 44.1 39.5 43.9 

FM 1774 from FM 149 to SH 105 39.6 49.2 46.1 44.5 45.6 51.2 48.1 44.6 

FM 1488 from US 290 to FM 1774 41.2 45.4 44.5 53.0 44.7 47.3 46.2 49.4 

FM 1488 from FM 1774 to IH 45 38.3 47.1 42.6 41.5 39.6 45.1 42.7 39.6 

FM 149 from SH 249 to SH 105 45.1 49.8 47.9 49.1 40.4 50.2 47.3 49.0 

FM 2920 from US 290 to SH 249 36.6 48.6 43.0 32.0 37.2 48.6 44.8 33.6 

FM 2920 from SH 249 to IH 45 31.7 39.9 35.0 37.3 28.5 38.5 34.8 40.6 
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Table 5-11 Observed and Estimated Average Travel Speeds during the PM Peak Period 

  
SEGMENT 

  

NB /EB SB /WB 

Observed 
Estimated 

Observed 
Estimated 

Min Max Avg Min Max Avg 

US 290 from SH 6 to SH 99 40.7 69.5 58.4 65.2 63.2 68.5 65.9 67.9 

US 290 from SH 99 to Cypress 
Creek Pkwy 46.5 67.0 61.0 63.7 35.5 56.1 44.6 53.7 

SH 6 from US 290 to SH 105 64.2 69.2 66.2 64.0 64.6 69.0 66.9 64.0 

SH 105 from SH 6 to FM 1486 57.8 61.7 59.2 59.6 51.5 60.0 56.8 59.9 

SH 105 from FM 1486 to IH 45 36.5 44.8 41.0 46.0 33.3 41.8 38.0 45.4 

IH 45 from SH 105 to SH 99 31.6 53.3 42.0 50.2 37.7 54.9 44.9 55.7 

IH 45 from SH 99 to Cypress Creek 
Pkwy 8.4 53.9 25.7 42.7 61.0 69.3 65.5 65.3 

Cypress Creek Pkwy from US 290 
to SH 249 19.9 29.4 23.1 14.3 14.1 23.8 19.4 19.4 

Cypress Creek Pkwy SH 249 to 
IH45 18.4 27.7 22.5 23.8 18.2 26.8 21.9 25.1 

SH 249 from SH 99 to FM 149 25.4 41.4 34.5 30.7 30.0 42.9 37.6 31.0 

SH 249 from Cypress Creek Pkwy 
to SH 99 25.6 34.7 29.3 33.3 33.0 45.0 37.8 35.0 

FM 1774 from FM 149 to SH 105 41.7 46.1 44.2 42.6 34.6 48.3 44.8 38.9 

FM 1488 from US 290 to FM 1774 46.7 49.2 47.4 41.7 45.3 51.1 48.6 47.5 

FM 1488 from FM 1774 to IH 45 38.5 44.1 42.2 41.2 26.4 40.7 34.6 39.3 

FM 149 from SH 249 to SH 105 34.4 48.8 41.0 47.5 31.9 49.3 42.5 48.9 

FM 2920 from US 290 to SH 249 42.5 47.6 44.5 24.8 38.1 47.2 42.9 26.3 

FM 2920 from SH 249 to IH 45 25.8 35.1 29.5 36.4 24.5 34.8 29.9 34.2 

5.6.3 Calibration of Existing Toll Roads 
Another key aspect of model calibration was the ability of the model to replicate the traffic utilizing 

the existing segments of toll roads within the vicinity of the SH 249 corridor study area. Table 5-

12 shows a comparison of model estimated traffic and observed transactions at the mainlane toll 

gantry locations along Tomball Tollway and several segments of Grand Parkway. As shown in the 

table, the model estimates were within five percent of the observed data at four of the five locations. 

The model estimated approximately eight percent lower traffic along Grand Parkway west of SH 

249. 

Table 5-12 Calibration of Existing Toll Roads 
Toll Gantry Location Observed Estimated % Difference 

Tomball Tollway ML Gantry 47,000 46,100 -1.9% 

Grand Pkwy East of SH 249 54,000 56,100 3.9% 

Grand Pkwy West of SH 249 66,800 61,300 -8.2% 

Grand Pkwy West of IH 45 57,500 57,200 -0.5% 

Grand Pkwy North of US 290 53,200 54,200 1.9% 
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5.7 Additional Key Parameters 
Value-of-Time (VOT):  The VOTs used in this study were based on an analysis of the responses to 

stated preference surveys conducted in the spring of 2015, which was revised through a letter 

update in 2017, by an independent subconsultant, Resource Systems Group, Inc. (RSG). Details of the 

survey process are included in Appendix B. The VOTs were adjusted to reflect the observed CPI 

growth from 2015 to 2017 as part of model calibration. This adjustment was necessary to replicate 

the demand for the currently open segments of Tomball Tollway and Grand Parkway. The VOTs 

were then escalated at an average rate of 2.0 percent from 2017 to 2018, and 2.2 percent per year 

beyond 2018, based on an economic analysis of the region.  

Vehicle Operating Costs: The vehicle operating costs used in this analysis were based on the 

average per-mile cost of gasoline and to a lesser extent, maintenance and wear and tear of the tires. 

For this study, an average vehicle operating cost of 17.2 cents per mile in 2017 was used for 

passenger vehicles (passenger cars and light trucks) based on the information obtained from the 

American Automobile Association (AAA) regarding the typical vehicle operating cost per mile. It 

was assumed that the average fuel efficiency will increase in future years. The average fuel 

efficiency of passenger cars was assumed to increase from approximately 29 miles per gallon (mpg) 

in 2017 to 52 mpg in 2040. Future gasoline prices were assumed to remain at approximately $3.00 

per gallon in real terms. The resulting vehicle operating costs adopted for this study are shown in 

Table 5-13. 

Table 5-13 Vehicle Operating Costs in Nominal Dollars 

Year 
Passenger Cars 

($/mile) 

Trucks 
($/mile) 

 

2017 $0.17 $0.91 

2020 $0.19 $1.00 

2025 $0.20 $1.03 

2040 $0.24 $1.24 
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Chapter 6 

Traffic and Toll Revenue Estimates  

The following chapter presents the traffic and toll revenue estimates for the proposed SH 249 

Project located in northwest Houston, Texas connecting Montgomery and Grimes counties. These 

estimates are based on the proposed future configuration along the Project as described in Chapter 

1, the historical and existing traffic data as described in Chapter 2, the background highway 

facilities and proposed future transportation improvements as described in Chapter 3, the 

socioeconomic and demographic trends and characteristics as described in Chapter 4, and the 

travel demand models and procedures as outlined in Chapter 5. The Base Case traffic and toll 

revenue scenario that was evaluated as part of this study is briefly summarized herein. The 

transactions and toll revenue estimates were developed for a 40-year forecast horizon.  

6.1 Project Description 
The existing SH 249 corridor extends from Interstate 45 in north Houston to the intersection of FM 

1774 and FM 149 in Pinehurst. The Tomball Parkway segment of SH 249 is presently a 6-lane 

arterial south of Sam Houston Toll Road and a 6-lane freeway with 3-lane frontage roads to the 

north between Sam Houston Toll Road and Northpointe Boulevard. The SH 249 segment from 

Northpointe Boulevard to FM 2920 is a 6-lane toll road named Tomball Tollway Phase - I (–Segment 

5) and is currently open to traffic. Tomball Tollway Phase – II (Segment 4) between FM 2920 and 

Harris/Montgomery county line and Montgomery County Toll Road Authority (MCTRA) 249 

Tollway between Harris/Montgomery county line and Woodtrace Boulevard (Segment 3) are 

future toll road projects and are expected to open in early 2020. SH 249 is currently configured as 

frontage roads with three lanes in each direction between FM 2920 and FM 1774 at Pinehurst.  

The proposed SH 249 Project is approximately 25.5 miles long extending in the northwest direction 

from FM 1774 in Pinehurst in Montgomery County to SH 105 near Navasota in Grimes County, as 

shown in Figure 6-1. The proposed configuration along the south segment (Segment 1) from FM 

1774 in Pinehurst to FM 1774 at Todd Mission (approximately 14.8 miles) includes two toll lanes 

in each direction. The north segment (Segment 2) from FM 1774 at Todd Mission to SH 105 

(approximately 10.7 miles) includes one toll-free lane in each direction with several at-grade 

intersections. Segment 1 is assumed to be open on July 1, 2021 and Segment 2 on September 1, 

2022.  

The corridor configuration and toll collection plan, along with the relevant assumptions and the 

subsequent summary of traffic and toll revenue projections for the Base Case are described in more 

detail in the following sections. 
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Figure 6-1 SH 249 Corridor 

 

6.2 Project Configuration and Toll Collection Plan 
The toll configuration for the SH 249 Project includes two mainlane toll gantry locations and four 

pairs of ramp toll gantries located along Segment 1. Segment 2 will be a two-lane toll-free section 

with several at-grade intersections as described earlier. The locations of toll gantries were 

optimized to minimize toll transactions and associated toll collection costs. The line diagram 

depicting the toll collection plan for SH 249 Project is shown in Figure 6-2.  
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6.3 Traffic and Revenue Assumptions 
The 40-year traffic and toll revenue estimates for the Base Case scenario were developed based on 

the following key assumptions: 

▪ The proposed SH 249 Segment 1 with two toll lanes in each direction from FM 1774 in 

Pinehurst to FM 1774 at Todd Mission is assumed to open on July 1, 2021. SH 249 Segment 

2, with one toll-free lane in each direction from FM 1774 at Todd Mission to SH 105 near 

Navasota, is assumed to open on September 1, 2022. The configuration along both segments 

was assumed to remain the same throughout the 40-year forecast horizon. 

▪ Annual revenue days are assumed to be 165 in the project opening year of 2021 (to reflect a 

partial year opening), 329 days in 2022, and 320 days by 2031 and 320 days thereafter. The 

weekend revenue reduction was undertaken to reflect the reduced and more evenly 

distributed weekend demand profiles that typically result in lower traffic congestion during 

weekends and thus yield reduced revenue compared to the typical weekday revenue. 

▪ Project configuration, vehicle type eligibility, proposed access locations, and toll rates will all 

be implemented as described in this report. 

▪ The tolls will be collected by electronic-toll-collection (ETC) and video/pay-by-mail tolling 

without the cash option. The video/pay-by-mail tolling surcharge was assumed to be 50 

percent of the ETC toll charge. The ETC operations were assumed to be actively monitored 

and strictly enforced to minimize the potential loss of revenue due to toll evasion. 

▪ The starting ETC regional market share for the entire modeling area was assumed to be 70 

percent in the project opening year of 2021, growing to 90 percent by 2040, which was 

assumed to remain constant for all years thereafter. Based on previous studies, the realized 

ETC transactions tend to be five to ten percent higher than the regional ETC shares in early 

years because of toll elasticity and travel demand sensitivity to the pay-by-mail toll 

surcharge. The difference between the regional ETC share and the realized output ETC 

transaction shares tapers down in future years. 

▪ Toll leakage applied to the annual toll revenue estimates is assumed to be 2.1 percent for 

ETC revenue in 2021 and reducing to 1.3 percent by 2036 and beyond. The video/pay-by-

mail option leakage for all years is assumed to be 61 percent, which includes eligible 

veteran’s (recipient of the Legion of Valor, Medal of Honor, Purple Heart, and certain disabled 

veterans) discounts.   

▪ The traffic and toll revenue results reflect net revenue which is the sum of ETC, video/pay-

by-mail base revenue and video/pay-by-mail video surcharge revenue, after the application 

of toll leakage as noted above. 

▪ All future transportation infrastructure improvements as detailed in H-GAC 2040 Regional 

Transportation Plan as well as those projects in the Montgomery County Thoroughfare Plan 

that connect with the proposed SH 249 Project and described in Chapter 3 will be 

implemented.  
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▪ Single Occupancy Vehicles (SOVs) and High Occupancy Vehicles with two or more occupants 

(HOVs) will use the toll facility by paying the prevailing toll rates without any discounts. 

Trucks will be allowed to access the toll road and will pay an average of three times the auto 

toll rate, as derived from the average truck axle distribution along the corridor. Transit 

vehicles, registered vanpools, emergency vehicles, military vehicles, and eligible veteran 

users will be able to access the toll road without paying a toll. 

▪ A toll rate of 27.4 cents per mile (in 2021 dollars) was assumed for the tolled section of the 

SH 249 Project. The toll rate was escalated at a constant rate of 2.2 percent annually in all 

future years. 

▪ Estimates of annual toll revenue included in this report were adjusted to reflect “ramp-up” 

during the first four years of operation. The ramp-up volume was assumed to be 60 percent 

of the model estimates in the opening year of 2021, 70 percent in 2022, 80 percent in 2023, 

90 percent in 2024, and 100 percent for all subsequent years. 

Ramp-up factors were chosen by analyzing year-to-year transaction growth for some of the 

comparable toll facilities to establish the ramp up factors. The data was looked at from the 

opening year to the first six years since the facility opening and the percent traffic for each 

year was calculated as a percentage of the sixth-year traffic. A similar traffic profile for the 

SH 249 Segment 1 forecasts was achieved by applying the above proposed ramp up 

percentages as shown in Figure 6-3.  

▪ SH 249 System will be well maintained, efficiently operated, and effectively signed and 

promoted to encourage maximum usage. 

▪ The values-of-time (VOTs) were estimated based on an analysis of the data from the stated 

preference (SP) survey conducted in spring 2015. The median values of the peak and the off-

peak VOTs ranged between $12.50 and $14.80 per hour in 2015 dollars. The VOTs were 

escalated at an average rate of 2.0 percent between 2017 and 2018 and 2.2 percent beyond 

2018, based on the economic assessment of the region and thus reflect no real growth in the 

assumed regional VOTs.  

▪ The average vehicle operating costs (VOC) were assumed to be 17.2 cents per mile for 

passenger cars and 90.7 cents per mile for trucks (in 2017 dollars) based on American 

Automobile Association (AAA) data. It was assumed that the average fuel efficiency will 

increase in future years (mainly due to the new CAFÉ standards for new vehicles). The 

average fuel efficiency of passenger cars was assumed to increase from approximately 29 

mpg in 2017 to 52 mpg in 2040. Future gasoline prices were assumed to remain at 

approximately $3.00 per gallon in real terms. 

▪ Economic growth in the SH 249 Project is based upon projections and growth patterns as 

described in Chapter 4. 

▪ Motor fuel and any other source of power for operating the motor vehicles will remain in 

adequate supply and increases in price will not substantially exceed overall inflation over 

the long-term. 
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▪ No local, regional, or national emergency will arise that may abnormally restrict the use of 

motor vehicles. 

▪ No change will occur in vehicle technology that will significantly affect the vehicle carrying 

capacity or vehicle operating speeds.  

Any significant departure from the above basic assumptions could materially affect the estimated 

traffic and toll revenue for the proposed SH 249 System. 

Figure 6-3 Transaction Growth Profile Comparison  

Note: The comparison to actual performance is for general overall reference purposes only given that several facilities 
included extensions or additional connections as well as other recessionary trends that occurred during the six-year ramp 
up phase that may have skewed the ramp up trends. 

6.4 Estimated Toll Rates 
Unlike managed-lanes, a typical toll road is not situated directly next to limited-access toll-free 

lanes running parallel to and competing with it. Frontage roads, if any, do provide the toll-free 

options for travel along the corridor, however, the travel time savings along the toll road is 

comparatively high due to the considerable delay associated with signalized intersections and 

driveway connectivity along the frontage roads. As a result, the toll elasticity and the toll rate 

sensitivity are usually much lower for the traditional toll facilities than managed-lanes facilities. 

Toll roads are also usually not operated under variable toll pricing regimes and instead have fixed 

toll rates based on a predetermined toll policy. The SH 249 toll rate sensitivity analysis was 

performed to understand the toll elasticity of the corridor. Since the SH 249 Segment 1 will be 

constructed as a traditional toll road, a fixed tolling policy was adopted with a flat toll rate of 27.4 

cents per mile throughout the day in the opening year of 2021 and escalated at a rate of 2.2 percent 

annually. The average estimated toll cost for various trip movements during different time periods 

for the years 2021, 2025, and 2040 under the Base Case is shown in Table 6-1. 
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Table 6-1 Cost of Travel Along Segment 1 of the SH 249 Project (Nominal Dollars) – Base Case 

Movement 

TO 

Woodtrace 
Boulevard 

FM 
149 

FM 
1488 

CR 
107* 

FM 
1486 

CR 
115* 

FM 1774 
(Todd Mission) 

2021 

FR
O

M
 

Woodtrace Boulevard - $0.54  $1.76 - $2.61  - $4.05  

FM 149 $0.54  - $1.76  - $2.61  - $4.05  

FM 1488 $1.76  $1.76 - - $0.85  - $2.29  

CR 107* - - - - - - - 

FM 1486 $2.61  $2.61  $0.85  - - - $2.29  

CR 115* - - - - - - - 

FM 1774 (Todd Mission) $4.05  $4.05  $2.29  - $2.29  - - 

2025 

FR
O

M
 

Woodtrace Boulevard - $0.59  $1.92 - $2.84  - $4.42  

FM 149 $0.59  - $1.92  - $2.84  - $4.42  

FM 1488 $1.92  $1.92  - - $0.92  - $2.50  

CR 107* - - - - - - - 

FM 1486 $2.84 $2.84 $0.92 - - - $2.50  

CR 115* - - - - - - - 

FM 1774 (Todd Mission) $4.42  $4.42  $2.50 - $2.50 - - 

2040 

FR
O

M
 

Woodtrace Boulevard - $0.82  $2.65  $3.28  $3.93  $4.38  $6.12  

FM 149 $0.82  - $2.65  $3.28  $3.93 $4.38  $6.12  

FM 1488 $2.65  $2.65  - $0.63  $1.28  $1.73  $3.47  

CR 107 $3.28 $3.28 $0.63 - $1.28 $1.73 $3.47 

FM 1486 $3.93 $3.93  $1.28  $1.28 - $1.73  $3.47  

CR 115 $4.38  $4.38  $1.73  $1.73  $1.73  - $3.47  

FM 1774 (Todd Mission) $6.12  $6.12  $3.47  $3.47  $3.47  $3.47  - 

*CR 107 and CR 115 are new roads scheduled to open in 2030. 

Figure 6-4 provides a comparison of SH 249 Project average per mile toll rate for passenger cars 

(in 2018 dollars) with other similar facilities around the country. The toll rate adopted for SH 249 

Project is comparable to other Houston area toll roads including Tomball Tollway Phase I (Segment 

5). 
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Figure 6-4 Average Per Mile Passenger Car Toll Rate ($/mile) 

Data is current as of January 2018 
SH 249 System toll rate is shown in 2018 dollars 

6.5 Toll Sensitivity 
Toll rate sensitivity analysis for the SH 249 Project was performed to understand the toll elasticity 

of the corridor using 2021 and 2040 model years. The toll elasticity helps to determine the 

optimum toll rate levels that will theoretically deliver the maximum revenue. Figure 6-5 and 

Figure 6-6 show the toll sensitivity curves in 2021 (unadjusted daily revenues in nominal dollars) 

for the SH 249 mainlane toll gantry locations for passenger cars and trucks, analyzed by varying 

the per mile toll rate at 10 cent and 30 cent increments, respectively in 2017 dollars. The vertical 

orange dotted line represents the per mile toll rate that will be charged along the toll corridor 

shown in 2017 dollars. The toll rates for trucks are factored by three to represent the average truck 

toll factor. The figures show that the base toll rate charged at both mainlane toll gantries have 

additional revenue generation potential with the optimum toll rate at the mainlane gantry north of 

FM 149 estimated to be more than double the base toll rate of 25 cents and 75 cents per mile for 

passenger cars and trucks, respectively.  
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Figure 6-5 SH 249 Toll Rate per Mile Sensitivity Profile - 2021 Passenger Cars  

 

Figure 6-6 SH 249 Toll Rate per Mile Sensitivity Profile - 2021 Truck  

 

6.6 Estimated Weekday Traffic 
The estimated weekday traffic for the Base Case along the SH 249 Project in 2022 (unadjusted for 

ramp-up) and 2040 is shown in Figure 6-7 and Figure 6-8, respectively. The traffic volumes shown 

in these figures are based on the toll rates shown in Table 6-1. The traffic volumes shown in these 

figures at individual toll gantries reflect the average weekday traffic forecasts (not in thousands) 

without ramp-up adjustment.   

The highest weekday transactions along Segment 1 of the SH 249 Project occur at the mainlane toll 

gantry north of FM 149, with approximately 9,200 vehicles per day (vpd) in 2022 and 38,200 vpd 

in 2040. However, the highest weekday traffic along Segment 1 is estimated to occur south of FM 

149, with approximately 14,900 vpd in 2022 and 48,500 vpd in 2040. The highest weekday traffic 

along Segment 2 is estimated to occur north of CR 304 in 2022 with approximately 6,600 vpd and 

south of CR 304 in 2040 with approximately 11,700 vpd.   
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6.7 SH 249 Project Share of Screenline Traffic  
The percentage shares of observed daily traffic volume along three selected screenlines for year 

2017 are summarized in Figure 6-9.  The estimated shares of screenline traffic for the forecast 

years of 2022 and 2040 is shown in Figure 6-10 and Figure 6-11 respectively.  

Figure 6-9 shows percentage share of traffic using the existing SH 249 as well as alternate parallel 

routes crossing the screenline which could potentially serve the same traffic movements. 

Screenline 1 tracks just south of FM 1774 and is the only screenline which crosses the existing SH 

249 in 2017. The existing SH 249 carries 45 percent of the total screenline traffic along Screenline 

1. 

Figure 6-9 SH 249 Share of Screenline Traffic – 2017 

 

Figure 6-10 and Figure 6-11 show percentage share of estimated traffic using the SH 249 System 

as well as alternate routes running parallel to the toll road. Screenline 3 crosses Segment 1 of the 

proposed SH 249 Project near the Grimes/Montgomery county line. Screenline 2 passes south of 

FM 1488 and crosses Segment 1 of the SH 249 Project, whereas Screenline 1 crosses the proposed 

MCTRA 249 Tollway facility (Segment 3). As shown in Figure 6-10 and Figure 6-11, SH 249 

Segment 1 is estimated to carry 16 percent of the total traffic along Screenline 3 in 2022 and this 

share is estimated to remain consistent in 2040. SH 249 Segment 1 is estimated to carry 12 percent 

of the total traffic along Screenline 2 in 2022 and this share is estimated to increase to 28 percent 

in 2040. Along Screenline 1, the MCTRA 249 Tollway is estimated to carry 18 percent of the total 

screenline traffic in 2022 and this share is estimated to increase to 34 percent in 2040. 
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Figure 6-10 SH 249 Share of Screenline Traffic – 2022 

 

Figure 6-11 SH 249 Share of Screenline Traffic – 2040 
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6.8 Travel Time Savings Analysis 
The primary factor influencing travelers’ decision to use a toll facility is the travel time savings 

offered by the facility during various times of the day. The estimated average travel time savings 

offered by the SH 249 Project during the morning and the evening peak periods in years 2022 and 

2040 are summarized in Table 6-2 and Table 6-3. Table 6-2 summarizes the time savings that 

are estimated to be realized by long-distance or through trips that will use the full length of the SH 

249 Project. The table provides the average model-estimated travel times along the toll path 

utilizing the entire SH 249 Project and two alternate toll-free paths using SH 6 and US 290, as well 

as SH 105 and FM 1774/SH 249 frontage roads, as shown in Figure 6-12. Table 6-3 summarizes 

the same information for shorter distance or more localized trips that will likely only use Segment 

1 of the SH 249 Project. The table provides average model-estimated travel times along Segment 1 

of the SH 249 Project and the time savings it will offer as compared to FM 1774, the alternate toll-

free route, as shown in Figure 6-13. The two tables also list the respective travel time savings in 

minutes, and the time savings as a percentage of the toll-free path travel times. The time savings 

offered by the SH 249 Project is expected to be significant during the peak periods as congestion 

continues to increase in future years.  

Table 6-2 Travel Time Savings Comparison – Long Distance or Through Trips 

Period Movement Routes 
Toll/ 
Non- 
Toll 

Distance 
(mils) 

2022 2040 

Time 
(minutes) 

Time 
Saved 

(minutes, 
%) 

Time 
(minutes) 

Time 
Saved 

(minutes, 
%) 

AM A to B 

Route 
1 

SH 6 –  

US 290 

Toll-Free 
Route 

51.8 57.7 
16.1 

(28%) 
65.3 

20.8 

(32%) 

Route 
2 

SH 105 –  

FM 1774 – 
SH 249 (FR) 

Toll-Free 
Route 

44.0 64.1 
22.5 

(35%) 
76.0 

31.5 

(41%) 

Route 
3* 

SH 105 –  

SH 249 

Tolled 
Route 

43.3 41.6 - 44.5 - 

PM B to A 

Route 
1 

US 290 –  

SH 6 

Toll-Free 
Route 

51.7 65.3 
24.8 

(38%) 
85.9 

41.6 

(48%) 

Route 
2 

FM 1774 – 

 SH 105–  

SH 249 (FR) 

Toll-Free 
Route 

44.5 67.5 
27.0 

(40%) 
84.2 

39.9 

(47%) 

Route 
3* 

SH 249 –  

SH 105 

Tolled 
Route 

43.6 40.5 - 44.3 - 

*The Tolled Route passes through SH 105 and SH 249 Segment 2 which are non-tolled 
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Figure 6-12 Selected Trip Movements for Travel Time Savings Comparison – Long Distance Trips 

 

 As shown on Figure 6-12 and Table 6-2, the travel time savings during the morning peak period 

for a trip along the eastbound/southbound toll road between SH 6 and SH 105 near Navasota and 

Spring Cypress Road and SH 249 in Houston using SH 105, SH 249 Project, and future/existing SH 

249 Corridor segments (Route 3) compared to the similar trip from A to B but using SH 6, US 290 

and local arterials (Route 1) is estimated to be approximately 16 minutes (28 percent) in 2022. 

Similarly, the time savings during the morning peak period along the tolled route (Route 1) from A 

to B compared to a trip using SH 105, FM 1774, and SH 249 frontage roads (Route 2) is 

approximately 25 minutes (38 percent) in 2022. These time savings along Route 3 compared to 

Route 1 is estimated to increase to approximately 21 minutes (32 percent) and compared to Route 

2 is estimated to increase to approximately 32 minutes (41 percent) in 2040. The time savings for 

the same trip in the northbound/westbound direction (B to A) using tolled route (Route 3) is 

estimated to be approximately 25 minutes (38 percent) compared to Route 1 and 27 minutes (40 

percent) compared to Route 2 during the evening peak period in 2022. These time savings are 

estimated to increase to approximately 41 minutes (48 percent) and 40 minutes (47 percent), 

respectively, in 2040. 
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Table 6-3 Travel Time Savings Comparison – Short Distance or Local Trips 

Period Movement Routes 
Toll/ 
Non- 
Toll 

Distance 
(miles) 

2022 2040 

Time 
(minutes) 

Time Saved 
(minutes, 

%) 

Time 
(minutes) 

Time Saved 
(minutes, 

%) 

AM C to D 

Route 
4 

FM 1774 
Toll-
Free 

Route 
15.1 21.6 

9.4  

(44%) 
23.1 

10.9  

(47%) 

Route 
5 

SH 249 

Segment 
1 

Tolled 
Route 

15.0 12.2 - 12.2 - 

PM D to C 

Route 
4 

FM 1774 
Toll-
Free 

Route 
15.2 20.1 

7.8  

(39%) 
24.1 

11.8  

(49%) 

Route 
5 

SH 249 
Segment 

1 

Tolled 
Route 

15.1 12.3 - 12.3 - 

 

The time savings for a trip along Segment 1 of the SH 249 Project (Route 5) as represented by 

movement from C to D on Figure 6-13 is estimated to be approximately 9 minutes (44 percent 

reduction) compared to an equivalent trip using FM 1774 (Route 4) during the morning peak 

period in 2022. The time savings is estimated to increase to approximately 11 minutes (47 percent) 

in 2040. The time savings for the same trip in the northbound/westbound direction (D to C) is 

estimated to be approximately 8 minutes (39 percent) during the evening peak period in 2022 and 

is estimated to increase to approximately 12 minutes (49 percent) in 2040.  

Figure 6-13 Selected Trip Movements for Travel Time Savings Comparison – Short Distance Trips 
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6.9 Average Weekday Transactions and Annual Toll Revenue 
The average weekday transactions and annual toll revenue (in nominal dollars) for Segment 1 of 

the SH 249 Project under the Base Case is summarized in Table 6-4 for the 40-year forecast 

horizon. These traffic and toll revenue estimates are also illustrated graphically in Figure 6-14 and 

Figure 6-15. The average weekday transactions for the Base Case are estimated to be 

approximately 11,600 in the project opening year of 2021 and are estimated to increase to 95,400 

by the year 2060.  

The annual nominal toll revenue generated under the Base Case is estimated to be approximately 

$2.75 million in the project opening year of 2021 and is estimated to increase to $113.48 million 

by the year 2060.  

Note that Table 6-4 shows an approximately 22 percent increase in transactions and 20 percent 

increase in toll revenue between 2029 and 2030. This is due to the addition of two new 

interchanges that provide access to the SH 249 Segment 1 in 2030 as shown in Figure 6-2. These 

interchanges connect the proposed new thoroughfares CR 107 and CR 115 to SH 249 Segment 1 

resulting in two new pairs of ramp toll gantries located along the southern ramps at each 

interchange. The additional access provided by the new thoroughfares results in some reshuffling 

of traffic along the corridor. Some of the traffic diverts to the toll road earlier (in the north) and 

travels through the southern mainlane gantry instead of accessing the toll road at the southernmost 

ramps at FM 149 realizing the additional travel time savings by using the toll road for a greater 

portion of the trip. This phenomenon results in an increase in transactions and toll revenue, 

however, there is no material increase in corridor traffic where the traffic growth is expected to be 

approximately five percent between 2029 and 2030.  
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Table 6-4 Estimated Average Weekday Transactions and Annual Toll Revenue – Base Case 

Year 

Average Weekday  
Transactions  

Annual Toll Revenue in '000s 
(nominal dollars) * 

ETC Video Total 
 ETC 

Revenue 
Video Base 

Revenue 

Video 
Surcharge 
Revenue 

Total 
Revenue* 

2021 8,700 2,900 11,600 $2,195 $375 $188 $2,758 

2022 11,100 3,400 14,600 $5,822 $897 $448 $7,167 

2023 15,400 4,300 19,800 $7,977 $1,180 $590 $9,747 

2024 19,600 5,200 24,800 $10,290 $1,465 $733 $12,488 

2025 23,400 5,700 29,200 $12,564 $1,610 $805 $14,980 

2026 25,000 5,800 30,800 $13,797 $1,673 $837 $16,307 

2027 26,600 5,800 32,300 $15,073 $1,738 $869 $17,679 

2028 28,300 5,700 34,000 $16,467 $1,760 $880 $19,107 

2029 30,000 5,700 35,700 $17,910 $1,782 $891 $20,582 

2030 37,100 6,500 43,600 $21,703 $1,949 $974 $24,626 

2031 39,800 6,400 46,100 $23,986 $1,963 $982 $26,931 

2032 42,400 6,200 48,600 $26,431 $1,984 $992 $29,407 

2033 45,000 6,100 51,100 $28,975 $2,004 $1,002 $31,982 

2034 47,700 6,000 53,600 $31,620 $2,025 $1,012 $34,657 

2035 50,300 5,800 56,100 $34,370 $2,045 $1,023 $37,437 

2036 54,100 5,700 59,700 $38,026 $2,051 $1,026 $41,103 

2037 57,900 5,500 63,400 $41,806 $2,057 $1,029 $44,892 

2038 61,600 5,400 67,000 $45,735 $2,062 $1,031 $48,828 

2039 65,400 5,200 70,600 $49,816 $2,066 $1,033 $52,915 

2040 69,200 5,000 74,200 $54,054 $2,070 $1,035 $57,159 

2041 70,600 5,100 75,700 $56,376 $2,159 $1,079 $59,614 

2042 72,000 5,300 77,300 $58,797 $2,251 $1,126 $62,174 

2043 73,500 5,400 78,900 $61,323 $2,348 $1,174 $64,845 

2044 75,000 5,500 80,500 $63,957 $2,449 $1,224 $67,630 

2045 76,600 5,600 82,100 $66,704 $2,554 $1,277 $70,535 

2046 77,700 5,700 83,400 $69,194 $2,649 $1,325 $73,168 

2047 78,900 5,700 84,600 $71,777 $2,748 $1,374 $75,899 

2048 80,100 5,800 85,900 $74,456 $2,851 $1,425 $78,732 

2049 81,300 5,900 87,200 $77,235 $2,957 $1,479 $81,671 

2050 82,500 6,000 88,500 $80,119 $3,068 $1,534 $84,720 

2051 83,300 6,100 89,400 $82,700 $3,167 $1,583 $87,450 

2052 84,100 6,100 90,300 $85,365 $3,269 $1,634 $90,267 

2053 85,000 6,200 91,200 $88,115 $3,374 $1,687 $93,176 

2054 85,800 6,300 92,100 $90,954 $3,483 $1,741 $96,178 

2055 86,700 6,300 93,000 $93,885 $3,595 $1,797 $99,277 

2056 87,100 6,300 93,500 $96,430 $3,692 $1,846 $101,968 

2057 87,600 6,400 93,900 $99,044 $3,792 $1,896 $104,733 

2058 88,000 6,400 94,400 $101,729 $3,895 $1,948 $107,572 

2059 88,400 6,400 94,900 $104,487 $4,001 $2,000 $110,488 

2060 88,900 6,500 95,400 $107,320 $4,109 $2,055 $113,483 

*Toll Leakage assumption is applied in revenue calculation and total toll revenue shown includes video surcharge revenue. 
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Figure 6-14 Average Weekday Transactions  

 

Figure 6-15 Annual Toll Revenue in Thousands (nominal dollars)  

 
 
Table 6-5 shows the average annual growth rates in average weekday transactions and annual toll 

revenue for SH 249 Segment 1. These growth rates are relatively high between 2021 and 2025 

because of the ramp up factors applied to the estimated transactions and toll revenue for the first 

four years (2021 through 2024) after the project opening in 2021.  

0

20,000

40,000

60,000

80,000

100,000

120,000

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

2
0

3
1

2
0

3
2

2
0

3
3

2
0

3
4

2
0

3
5

2
0

3
6

2
0

3
7

2
0

3
8

2
0

3
9

2
0

4
0

2
0

4
1

2
0

4
2

2
0

4
3

2
0

4
4

2
0

4
5

2
0

4
6

2
0

4
7

2
0

4
8

2
0

4
9

2
0

5
0

2
0

5
1

2
0

5
2

2
0

5
3

2
0

5
4

2
0

5
5

2
0

5
6

2
0

5
7

2
0

5
8

2
0

5
9

2
0

6
0

$0

$20,000

$40,000

$60,000

$80,000

$100,000

$120,000

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

2
0

3
1

2
0

3
2

2
0

3
3

2
0

3
4

2
0

3
5

2
0

3
6

2
0

3
7

2
0

3
8

2
0

3
9

2
0

4
0

2
0

4
1

2
0

4
2

2
0

4
3

2
0

4
4

2
0

4
5

2
0

4
6

2
0

4
7

2
0

4
8

2
0

4
9

2
0

5
0

2
0

5
1

2
0

5
2

2
0

5
3

2
0

5
4

2
0

5
5

2
0

5
6

2
0

5
7

2
0

5
8

2
0

5
9

2
0

6
0



Chapter 6  •  Traffic and Toll Revenue Estimates 

6-24 

Table 6-5 Weekday Transactions and Annual Toll Revenue Growth Rates  

Year 
Average Weekday 

Transactions 
Annual Toll Revenue in '000s  

(nominal dollars) 

2021 11,600 $2,758  

2025 29,200 $14,980  

2040 74,200 $57,159  

2050 88,500 $84,720  

2060 95,400 $113,483  

Average Annual Growth Rate 

2021-2025 26.0% 52.7% 

2025-2040 6.4% 9.3% 

2040-2050 1.8% 4.0% 

2050-2060 0.8% 3.0% 

Note: 2021-2025 growth rates reflect ramp-up consideration 

Please note all the transactions and revenue presented are based on calendar year averages except 

for Table 6-6 below which shows average weekday transactions and annual toll revenue along SH 

249 Segment 1 on a Fiscal Year basis (September 1 to August 31) from 2021 through 2060.  

Table 6-6 Fiscal Year Estimated Weekday Transactions and Annual Toll Revenue – Base Case 

Year From To 

Average Weekday 
Transactions 

Annual Toll Revenue in '000s                   
(nominal dollars)* 

ETC Video Total 
ETC  

Revenue 

Video 
Base 

Revenue 

Video 
Surcharge 
Revenue 

Total 
Revenue* 

FY 2021 July 1, 2021 
August 31, 

2021 
8,700 2,900 11,600 $726 $124 $62 $913 

FY 2022 
September 

1, 2021 
August 31, 

2022 
10,300 3,300 13,600 $5,323 $845 $422 $6,590 

FY 2023 
September 

1, 2022 
August 31, 

2023 
14,000 4,000 18,000 $7,249 $1,084 $542 $8,875 

FY 2024 
September 

1, 2023 
August 31, 

2024 
18,200 4,900 23,100 $9,509 $1,369 $684 $11,562 

FY 2025 
September 

1, 2024 
August 31, 

2025 
22,200 5,500 27,700 $11,796 $1,561 $781 $14,138 

FY 2026 
September 

1, 2025 
August 31, 

2026 
24,500 5,700 30,200 $13,380 $1,652 $826 $15,858 

FY 2027 
September 

1, 2026 
August 31, 

2027 
26,000 5,800 31,800 $14,642 $1,716 $858 $17,215 

FY 2028 
September 

1, 2027 
August 31, 

2028 
27,700 5,800 33,400 $15,996 $1,752 $876 $18,624 

FY 2029 
September 

1, 2028 
August 31, 

2029 
29,400 5,700 35,100 $17,422 $1,774 $887 $20,084 

FY 2030 
September 

1, 2029 
August 31, 

2030 
34,800 6,200 41,000 $20,421 $1,892 $946 $23,260 

FY 2031 
September 

1, 2030 
August 31, 

2031 
38,900 6,400 45,300 $23,214 $1,958 $979 $26,152 

FY 2032 
September 

1, 2031 
August 31, 

2032 
41,500 6,300 47,800 $25,605 $1,977 $988 $28,570 

FY 2033 
September 

1, 2032 
August 31, 

2033 
44,200 6,100 50,300 $28,116 $1,997 $999 $31,112 

FY 2034 
September 

1, 2033 
August 31, 

2034 
46,800 6,000 52,800 $30,726 $2,018 $1,009 $33,753 

FY 2035 
September 

1, 2034 
August 31, 

2035 
49,400 5,900 55,300 $33,441 $2,038 $1,019 $36,498 
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Year From To 

Average Weekday 
Transactions 

Annual Toll Revenue in '000s                   
(nominal dollars)* 

ETC Video Total 
ETC  

Revenue 

Video 
Base 

Revenue 

Video 
Surcharge 
Revenue 

Total 
Revenue* 

FY 2036 
September 

1, 2035 
August 31, 

2036 
52,800 5,700 58,500 $36,790 $2,049 $1,025 $39,864 

FY 2037 
September 

1, 2036 
August 31, 

2037 
56,600 5,600 62,200 $40,529 $2,055 $1,028 $43,612 

FY 2038 
September 

1, 2037 
August 31, 

2038 
60,400 5,400 65,800 $44,407 $2,060 $1,030 $47,498 

FY 2039 
September 

1, 2038 
August 31, 

2039 
64,200 5,200 69,400 $48,437 $2,065 $1,032 $51,534 

FY 2040 
September 

1, 2039 
August 31, 

2040 
67,900 5,100 73,000 $52,622 $2,069 $1,034 $55,725 

FY 2041 
September 

1, 2040 
August 31, 

2041 
70,100 5,100 75,200 $55,591 $2,129 $1,064 $58,784 

FY 2042 
September 

1, 2041 
August 31, 

2042 
71,600 5,200 76,800 $57,979 $2,220 $1,110 $61,309 

FY 2043 
September 

1, 2042 
August 31, 

2043 
73,000 5,300 78,400 $60,469 $2,315 $1,158 $63,942 

FY 2044 
September 

1, 2043 
August 31, 

2044 
74,500 5,400 80,000 $63,066 $2,415 $1,207 $66,689 

FY 2045 
September 

1, 2044 
August 31, 

2045 
76,100 5,500 81,600 $65,775 $2,518 $1,259 $69,553 

FY 2046 
September 

1, 2045 
August 31, 

2046 
77,300 5,600 83,000 $68,352 $2,617 $1,309 $72,278 

FY 2047 
September 

1, 2046 
August 31, 

2047 
78,500 5,700 84,200 $70,904 $2,715 $1,357 $74,976 

FY 2048 
September 

1, 2047 
August 31, 

2048 
79,700 5,800 85,500 $73,551 $2,816 $1,408 $77,775 

FY 2049 
September 

1, 2048 
August 31, 

2049 
80,900 5,900 86,800 $76,296 $2,921 $1,461 $80,678 

FY 2050 
September 

1, 2049 
August 31, 

2050 
82,100 6,000 88,100 $79,144 $3,030 $1,515 $83,690 

FY 2051 
September 

1, 2050 
August 31, 

2051 
83,000 6,100 89,100 $81,828 $3,133 $1,567 $86,527 

FY 2052 
September 

1, 2051 
August 31, 

2052 
83,900 6,100 90,000 $84,464 $3,234 $1,617 $89,315 

FY 2053 
September 

1, 2052 
August 31, 

2053 
84,700 6,200 90,900 $87,186 $3,338 $1,669 $92,193 

FY 2054 
September 

1, 2053 
August 31, 

2054 
85,600 6,200 91,800 $89,995 $3,446 $1,723 $95,163 

FY 2055 
September 

1, 2054 
August 31, 

2055 
86,400 6,300 92,700 $92,894 $3,557 $1,778 $98,230 

FY 2056 
September 

1, 2055 
August 31, 

2056 
87,000 6,300 93,300 $95,570 $3,659 $1,830 $101,059 

FY 2057 
September 

1, 2056 
August 31, 

2057 
87,400 6,400 93,800 $98,161 $3,758 $1,879 $103,798 

FY 2058 
September 

1, 2057 
August 31, 

2058 
87,900 6,400 94,300 $100,822 $3,860 $1,930 $106,612 

FY 2059 
September 

1, 2058 
August 31, 

2059 
88,300 6,400 94,700 $103,555 $3,965 $1,983 $109,503 

FY 2060 
September 

1, 2059 
December 
31, 2059 

88,400 6,400 94,900 $35,309 $1,352 $676 $37,337 

*Toll Leakage assumption is applied in revenue calculation and total toll revenue shown includes video surcharge revenue. 
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6.10 Sensitivity Analysis 
The purpose of the sensitivity analysis is to quantify the range under which the toll revenue 

generation potential of the SH 249 System may fall based on varying assumptions regarding key 

variables. While a full account of the overall sensitivity associated with forecasting into the future 

is difficult, the following analyses, undertaken as part of this study, identified the impact of some 

of the key variables on the toll revenue potential of the proposed SH 249 toll road extension. 

Following is a description of five different sensitivity tests/scenarios that were analyzed to 

estimate the impact of some of the key input variables on the future forecasts of toll revenues. The 

toll revenue data for each of the four scenarios was developed for years 2022 and 2040.  

6.10.1  Scenario 1: 5-year Growth Lag 
This scenario tested the impact of a five-year lag in the socioeconomic growth in the region. Under 

this scenario trip tables from the previous five years were used in each future year model. Thus, 

the 2022 model used the 2017 trip tables and 2040 model used the 2035 trip tables.  

6.10.2  Scenario 2: Value-of-Time (VOT) Escalation Lower by 0.5 percent 
Under this scenario, the assumed annual escalation rate for value-of-time (VOT) was lowered by 

0.5 percent for all future years. The VOT escalation rate was assumed to be 2.2 percent under the 

Base Case but for this scenario it was assumed to be 1.7 percent for all future years.  

6.10.3  Scenario 3: 20 percent Reduction in Socioeconomic Growth  
This scenario simulated the effect of a reduction in socioeconomic growth in the region by 20 

percent as compared to the Base Case. Note that for this scenario a reduction of 20 percent was 

applied directly to the growth in trip tables as a proxy for the reduction in socioeconomic growth. 

6.10.4  Scenario 4: 50 percent Reduction in Socioeconomic Growth  
This scenario simulated the effect of a reduction in socioeconomic growth in the region by 50 

percent as compared to the Base Case. Note that for this scenario a reduction of 50 percent was 

applied directly to the growth in trip tables as a proxy for the reduction in socioeconomic growth.  

Figure 6-16 and Table 6-6 summarize the percentage impact of the sensitivity tests results 

compared to the Base Case transactions and toll revenues. 
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Figure 6-16 Sensitivity Analysis Summary – Percent Change Compared to Base Case 

 
 
Table 6-7 Sensitivity Scenarios – Impact on Transactions and Toll Revenue (nominal dollars in $’000s) 

Scenario 

2022 2040 

Average 
Weekday 

Transactions 

Annual Toll Revenue 
Nominal Dollars 

($'000s) 

Average 
Weekday 

Transactions 

Annual Toll 
Revenue 

Nominal Dollars 
($'000s) 

Base Case 14,550 7,167 74,220 57,159 
          

Scenario 1 (5-year Growth Lag) 9,790 4,824 56,070 42,370 

Difference vs. Base -4,760 -2,343 -18,150 -14,789 

Percentage Impact vs. Base -32.7% -32.7% -24.5% -25.9% 
          

Scenario 2 (VOT escalation lower 
by -0.5%) 

14,410 7,101 70,340 53,825 

Difference vs. Base -140 -65 -3,880 -3,334 

Percentage Impact vs. Base -1.0% -0.9% -5.2% -5.8% 
          

Scenario 3 (Growth -20%) 13,670 6,767 58,120 43,790 

Difference vs. Base -880 -399 -16,100 -13,369 

Percentage Impact vs. Base -6.0% -5.6% -21.7% -23.4% 
          

Scenario 4 (Growth -50%) 12,200 6,041 39,480 29,061 

Difference vs. Base -2,350 -1,125 -34,740 -28,098 

Percentage Impact vs. Base -16.2% -15.7% -46.8% -49.2% 
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6.10.5  Scenario 5: Delayed Segment 2 Opening 
This scenario assumed Segment 2 opening date to be delayed from September 1, 2022 to January 

1, 2024. Table 6-7 summarizes average weekday transactions and annual revenue impact to be 

approximately -3.0 percent and -7.0 percent, respectively in 2022 and approximately -3.3 percent 

and -6.9 percent respectively in 2023.  

Table 6-8 Sensitivity Scenario 5 – Impact on Transactions and Toll Revenue (nominal dollars in $’000s) 

Scenario 

2022 2023 

Average 
Weekday 

Transactions 

Annual Toll Revenue 
Nominal Dollars 

($'000s) 

Average 
Weekday 

Transactions 

Annual Toll Revenue 
Nominal Dollars 

($'000s) 

Base Case 14,550 7,167 19,790 9,747 

          

Scenario 5 (Segment - 2 
Delayed Opening) 

14,420 7,000 19,160 9,109 

Difference vs. Base -130 -166 -630 -638 

Percentage Impact vs. Base -0.9% -2.3% -3.2% -6.5% 
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Appendix A 

Independent Socioeconomic Review 

This appendix contains an assessment of socioeconomic data for the proposed SH 249 Project 

study area conducted by CDS Community Development Strategies (CDS). 
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INTRODUCTION AND 
OBJECTIVES 
The following work is in support of the 

Traffic and Revenue Study of the TxDOT 

section of the State Highway 249 

extension and toll road.   

In order to estimate the potential traffic 

and revenue on the toll lanes, CDM Smith 

contracted with CDS to provide small 

area forecasts of population and jobs in 

five year increments between the years 

of 2010 and 2040. 

This effort builds upon a 2011 economic 

and demographic forecast and analysis 

for the original tolled sections of Grand 

Parkway Segments D through G.  The 

2011 analysis and forecast was further 

refined in a 2013 report focused on the 

State Highway 249 toll road corridor.  The 

2013 project was updated in 2015 and 

again in 2016 to account for additional 

segments. 

This report provides an update and 

revamp of the forecasts issued in 2016 to 

account for changing conditions, 

particularly the effects of continued low 

oil and gas prices and impact of Hurricane 

Harvey, and major “announced” and 

“under construction” residential and 

commercial development that has 

happened since 2016.   Information and 

material from other updates to the 

original 2011 report, completed from 

2011 through 2016 for TxDOT, the Harris 

County Toll Road Authority (HCTRA), the 

Montgomery County Toll Road Authority 

(MCTRA), and the Fort Bend County Toll 

Road Authority (FBCTRA) is also included.   

Original 2011 Grand Parkway Report 

 
 

2016 SH 249 Report 
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HOUSTON METROPOLITAN TRENDS 
In this report, the overall historical growth of the Houston metropolitan region is presented and analyzed.  In 

addition, various projections of regional growth are investigated and compared.  These forecasts, which have a 

basis in the population and household counts of the 2010 Census, form the starting point for the small area 

projections that are the end result of this analysis.   

Overview of Houston Regional Growth Trends 
The Houston Area Economy  

Over the years, Houston’s 

economy has evolved from a 

manufacturing economy to a 

services based economy. 

According to the Texas Workforce 

Commission’s March 2016 data, 

service‐related jobs, including 

Government jobs, now account for 

80% of the jobs in the Houston 

MSA. Houston is evolving into an 

economy based on multiple 

industries including engineering, 

computer, legal, accounting and 

administrative services. Houston’s 

diversification and growth in the 

services sector is reflected in the 

charts depicting changes in jobs by 

industry seen on the following 

page. 

In the 12 months from March of 

2015 to March of 2016 the Houston 

economy was seeing the effect of 

declining energy prices.  Crude oil 

prices declined from $106 per 

barrel in June 2014 to $30 per 

barrel in February of 2016, its lowest point.  Natural gas prices have also declined by more than 50%.  Crude oil has 

stabilized through May 2016 with prices in the mid‐$40’s. 

In the six‐year period after the Houston region began the recovery from the national recession from January 2010 to 

January 2016, the region grew by 486,300 jobs, averaging 81,050 jobs per year.  In the most recent yearly data 

available from January 2016 to January 2017, regional job growth slowed to 41,900 net new jobs.  The sectors 

encompassing the energy cluster in Houston (Mining, Construction, Manufacturing and Professional Services, 

primarily “engineering”) had job losses.  Positive economic growth was from manufacturing, retail trade, 

 

Houston-The Woodlands-Sugar Land Metropolitan 
Statistical Area (MSA)* 

 

* San Jacinto County was removed from the MSA in a 2013 change to the MSA 

definition.  It is included in this report for comparison with previous data sets. 
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professional and business services (not 

aligned with energy), education and health 

services, leisure and hospitality and 

government economic sectors. 

The mid‐1980’s saw Houston’s worst 

recession with job losses of more than 

200,000 jobs when oil and natural gas 

prices declined.  Robust economic growth 

followed that economic downturn with the 

region adding back all of the lost jobs in a 

four‐year period.   The economy was flat 

during national recessions in the early 90s 

and early 00s (following the 9/11 attacks) 

but very robust during the intervening and 

subsequent years up to 2008. Houston was 

impacted by the recent national recession 

with job losses beginning in January 2009.  

Recent data show Houston’s recovery 

began in early 2010 and the region has 

added 383,731 jobs from January 2011 to 

January 2017 averaging 64,000 jobs per 

year.  From January 2017 to March 2017 

Houston employment increased by 29,300 

net new jobs.   

 

 

Industry Shares of Job Change 

 

Source: Texas Workforce Commission, From Greater Houston Partnership, 

April 2017 
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Houston’s economic breadth is substantiated by the number of large employers in the area.  According to the 

Greater Houston Partnership, as of 2016 there are 142 companies in Houston with 1,000 employees or more.  

Houston’s employers rely on a substantial local college and university system. There are 19 community college 

campuses and 16 university campuses within the Houston MSA.  Houston has 421,000 students in 60 degree‐

granting colleges, universities and technical schools.  Additionally, the Houston region has roughly 100 trade, 

vocational and business schools. 

The growth of the Houston region’s economy is illustrated in the chart on the right.  The Gross Area Product (GAP) 

or Real Gross Domestic Product (GDP) by metropolitan area is an inflation‐adjusted measure of each area's gross 

product that is based on national prices for the goods and services produced within the metropolitan area.  This is 

an excellent measure of comparative levels of real regional economic activity.  For instance, a cup of coffee served at 

a restaurant is counted at the same dollar amount (a national average) regardless of whether it is served in high‐cost 

New York City or low‐cost Houston, Texas. 

Following the national recession, the Houston economy grew by an average annual rate of 7.8% (from 2009 to 

2014).  The GAP for 2015 the latest year of estimates from the U.S. Bureau of Economic Analysis, illustrates a 

reduced rate from 2014 by ‐3.6%, due primarily to the impact of low oil prices on the region’s oil industry. 

Houston MSA Long-Term Employment Growth Trends 

 

Source: Texas Workforce Commission, March 2016 
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 Houston MSA GAP 

 

Source: U.S. Bureau of Economic Analysis 
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Factors Affecting Future Regional Economic Growth  

According  to  the  Federal  Reserve  Bank  of 

Dallas and the Greater Houston Partnership, 

three  factors  have  governed  the  state  of 

Houston’s economy for the past ten years: 

 The health of the national economy  

 The  value  of  the  U.S.  dollar  against 

foreign currencies 

 The price of oil and gas 

All of the drivers of the economy entered a 

period of decline starting in mid‐2008 as 

real GDP began to drop, the value of the 

dollar began to rise and oil prices began a 

sharp decline. These factors began to have 

an effect on the Houston economy. 

However, since that recession, the factors 

contributing to Houston’s growth have 

been positive. In 2014‐15, as oil and gas 

prices plummeted and the U.S. dollar 

strengthened, Houston’s economy 

experienced significant stress.   

The National Economy— According to the 

Bureau of Economic Analysis, U.S. real gross 

domestic product (GDP) peaked at $14.69 

trillion in the fourth quarter of 2007 and then 

declined by $345.0 billion by mid‐2009. GDP 

has subsequently increased in 22 of the past 

24 quarters culminating in as estimate of 

$19.23 trillion in the second of 2017.  GDP 

growth in the second quarter of 2017 was 

2.6%. 

The U.S. Dollar – The U.S. Dollar remains at a 

relatively high level today as compared to the 

long‐term historical trend of the Dollar Index 

of the Federal Reserve Bank. It is however, 

slightly lower than the peak level of 129 set in 

late 2001. As of February of 2016, the index was 120.7.  A weak dollar stimulates Houston’s 

manufacturing/export sectors; however, such a strong dollar has the negative effect of reducing Houston’s 

exports.   

U.S GDP Trends 

   

Source: Bureau of Economic Analysis, August 2017 

Major Foreign Currencies vs. the Dollar 
Dollar Index U.S. Federal Reserve Bank 

Source: U.S. Federal Reserve Bank, August 2017 
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Energy Prices – Lower oil and gas prices 

reduce demand for oil field equipment 

and services, which is a strong sector 

within the Houston economy. Prices for 

West Texas Intermediate (WTI) crude 

were in the $20‐$30/Barrel range in the 

first years of this century and remained 

there until 2004 when crude oil prices 

began a steady climb to a peak of 

nearly $140/Bbl. during the first half of 

2008.  Then, the worldwide recession, 

accompanied by a fall‐off in demand, 

resulted in a decrease in WTI crude oil 

prices (blue line in the graph to right) 

to less than $40/Bbl. By 2011, WTI 

price rebounded to more than 

$100/Bbl and fluctuated within a range 

of $85 to $110 until June of 2014 when 

it declined from a high of $106, 

dropping to $46 in January of 2015. Oil prices rebounded slightly in the following three months of 2015, reaching 

$60 by May 2015.   Since that point, WTI prices declined to $30 per barrel in February 2016.  As of August 2017, 

oil prices have rebounded to $46.  Concurrently, Henry Hub spot natural gas (red line in the graph) remained 

under $10/mm Btu before falling to a low of $2/mm BTU and then rebounding to $6 in late 2009. Spot natural 

gas prices again fell to $2 in the spring of 2012, but reached $6.24 by February of 2014. Since that peak, natural 

gas prices dropped to $2.00 as of February of 2016 and have risen somewhat to stand at $3 as of August of 

2017. 

Currently, only one of the three factors that affect the Houston economy, National Economic Growth, presents a 

positive sign for the Houston economy.  Most analysts now expect Houston’s economy to be less robust until 

energy prices rebound to 2010‐2014 levels.  However, Houstonians can take some comfort in the fact that 

economic growth will likely continue—albeit at a slightly slower pace. Houston has a long history as a growth‐

oriented community with conditions that are generally supportive of business expansion, including low cost of 

living, low real estate prices, low unionization rates, and a pro‐business regulatory environment. 

Energy Price Trends 

 

Source: U.S. Energy Information Administration, May 2016. 



State Highway 249  Economic and Demographic Forecast 2017 Update 

  8 

Economic Geography 

The Houston MSA has historically developed in a low‐density suburban form, uninhibited by natural geographic 

boundaries or excessive political regulation. The region’s central business district presently accounts for only 

about six percent of regional employment. Other loosely‐defined ‘edge cities’ comprise a large portion of the 

region’s employment base. These typically are made up of a loose cluster of office, medical office, hotel, and 

supportive retail land uses. 

Examples within the Houston area include the Uptown/Galleria area and Texas Medical Center in the urban 

core, or the Energy Corridor and The Woodlands in the suburbs. The region’s heavy industries are heavily 

clustered around the Houston Ship Channel and the Galveston Bay area. Additionally, a significant number of 

jobs are spread among Houston’s suburbs in numerous office parks, retail centers, and light industrial facilities. 

Emerging clusters include Springwoods Village, Generation Park, and Cedar Crossing. The previous map 

illustrates the locations of the principal activity centers (in blue) and industrial districts (in purple). Note that all 

future segments of the Grand Parkway (outer ring) are also shown on the map.  

 

   

Major Regional Employment & Activity Centers 
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The H-GAC Transportation Planning Region 

As described in the previous sections, the 

Houston‐The Woodlands‐Sugar Land 

Metropolitan Statistical Area (MSA) includes 9 

counties, as of 2013.  The MSA had previously 

included 10 counties, with San Jacinto County 

subtracted from the 2013 definition.  For 

transportation planning purposes, the Houston‐

Galveston Area Council (H‐GAC) as the 

Metropolitan Planning Organization (MPO) 

currently uses an 8‐county region, as the 

Transportation Management Area (TMA) shown 

in the map to the right, which until 2004 was 

defined as the Houston‐Galveston‐ Brazoria 

Combined Metropolitan Statistical Area (CMSA).  

Included in that geography are the following 

counties:  Brazoria, Chambers, Fort Bend, 

Galveston, Harris, Liberty, Montgomery and 

Waller.  The only currently‐defined MSA county 

that is not a part of the H‐GAC management 

area is Austin County.  For the remainder of this 

report, the 8‐county region will be the focus of 

the analysis. 

Population 
Historic Growth and Projections 

Population growth is one of the principal measures of the economic vitality of any area because increasing 

population is generally the result of more jobs, a high level of immigration and a stable or expanding economy.  

The Houston region has a history of growth in all areas of the community.  Since 1980, the growth has been 

biased to the southwest, west and northwestern areas of the region.  The table entitled Population Growth 

Trends and Projections summarizes historical Census population counts for 1980, 1990, 2000, and 2010. 

The Houston MSA has undergone tremendous growth in recent decades – from 3.1 million in 1980 to 4.7 million 

in 2000.  In 2010, total population reached 5.9 million. 

H-GAC Transportation Management 
Area 
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As the table on the right 

demonstrates, population has 

grown rapidly in the counties 

that comprise the 8‐county 

region.  The 2010 Census 

revealed that the population 

of the region was 5,892,000. 

On a percentage basis, Fort 

Bend County was the fastest 

growing county between 2000 

and 2010 adding 324,000 

persons (a 91.5% increase).  

Montgomery County grew by 

162,000 persons (a 55.1% 

increase) in that 10‐year 

period.  Harris County grew 

the most in number of net 

new residents adding 691,000 

(a 20.3% increase). 

   

Population Growth Trends  
Counties 1960 – 2010 (in thousands of persons) 

County 

Historical Census Population, 1,000s  Census 

1960  1970  1980  1990  2000  2010 

Brazoria  76  108  170  192  242  313 

Chambers  10  12  19  20  26  40 

Fort Bend  41  52  131  225  354  678 

Galveston  140  170  196  217  250  291 

Harris  1,243  1,742  2,410  2,818  3,401  4,092 

Liberty  32  33  47  53  70  76 

Montgomery  27  49  129  182  294  456 

Waller  12  14  20  23  33  36 

8‐Co. Total  1,581  2,180  3,122  3,730  4,670  5,892 

                   Source: U.S. Bureau of the Census 
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Population Growth Accounted for by In-Migration 

Components of change in the population published by the U.S. Bureau of the Census are presented in the chart 

below.  Net in‐migration, which is calculated based on the number of persons moving in versus the number 

moving out, has accounted 

for almost 50% of the 

growth in MSA population 

over the 2000‐2011 period. 

International migration 

comprised 29.1% of the 

total net change while 

domestic migration made up 

a slightly smaller share of 

21.7% of the net change in 

population in the region. 

Natural increase accounted 

for just over one‐half of the 

increase. 

The most recent data on the 

components of population 

change is shown in the 

lower right table. From 2010 

to 2014, natural increase in 

the 8‐county region 

accounts for 43.5% of the 

net population change while 

international and domestic 

migration accounted for 

22.8% and 33.7%, 

respectively.   

Harris County received 

77.6% of the international 

migrants accounting for 

28.8% of the County’s total 

change.  Brazoria, 

Galveston, Montgomery and 

Fort Bend counties received 

the largest share of their net 

growth from domestic 

migration. 

   

Components of Population Change 
Houston‐The Woodlands‐Sugar Land MSA (9 County) 

 

Source: U.S. Bureau of the Census, 2014 

Components of Population Change by County 
Cumulative April 1 2010 to July 1 2014 

County  Total 
Population 
Change  

Natural 
Increase 

International 
Migration  

Domestic 
Migration 

Brazoria  24,997  10,825  2,544  11,303 

Chambers  3,049  891  126  1,987 

Fort Bend  100,448  23,657  16,646  58,395 

Galveston  22,894  6,719  2,873  13,009 

Harris  348,359  187,642  100,542  63,037 

Liberty  2,474  1,380  238  856 

Montgomery  63,183  14,317  6,384  40,967 

Waller  3,583  1,278  210  2,044 

8‐county 
Region  568,987  246,709  129,563  191,598 

Source: U.S. Bureau of the Census, May 2015 
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REVISED REGIONAL AND COUNTY FORECASTS 
The most significant change in the Houston area’s growth trends over the past four years has been the reduced 

rate of job growth and resulting population growth as a result of the end of expansion in the upstream energy 

industry and related sectors.  This section describes the process involved in adjusting the current estimates of 

population, households and employment and adjusting the forecasts in light of the likely effect of low oil prices 

on the local economy over an extended time period.  Another significant development that may affect growth 

trends in the Houston region was Hurricane Harvey, which hit the region in late August 2017 and whose effects 

are still being assessed.  An initial assessment of Harvey’s potential impacts on regional growth and the regional 

and county forecasts can be found in Appendix C, “Assessment Of Potential Growth Impacts From Flood 

Disasters”, a December 2017 report issued by CDS. 

Definitions of the Houston Region 
The first point of clarification involves the definition of the 

geographical region.  The CDS model, using Barton Smith’s 

University of Houston‐ Institute for Regional Forecasting (UH‐

IRF) forecasts and methodology, included an eight‐county 

geographical area (formerly called the PMSA).  This 8‐county 

region is consistent with the Transportation Planning Region 

used by the regional MPO, the Houston‐Galveston Area Council 

(H‐GAC) and the Texas Department of Transportation (TxDOT).  

CDS subsequently added Grimes County for use in developing 

the forecasts for the SH 249 Toll Road Traffic and Revenue 

Study.  However, as of 2013, the official U.S. Census definition 

of the “Houston, Woodlands‐Sugar Land, TX MSA” includes 

nine counties (Austin, Brazoria, Chambers, Fort Bend, 

Galveston, Harris, Liberty, Montgomery, and Waller).  The 

Texas Workforce Commission uses the nine‐county Census 

metropolitan area definition.  For purposes of comparison, the 

CDS region definition (including Grimes County and not 

including Austin County) differs from the official census MSA by 

only 2,036 residents (0.03%).  So, for all overview comparisons the difference in the two region definitions is not 

significant.  

In order to make changes in the long‐term forecast for regional employment and population growth, recent 

trends (2010 to 2016) must be evaluated.  

Background to the Regional Forecasts 
Long‐term economic forecasts are most often a reasonable extension of historical trends into the future.  

However, there is no assurance that those trends will be sustained.  It is certain that future growth is likely to 

deviate, higher or lower that history would suggest.   The historical employment growth of the Houston region 

presented below, confirms that growth is not likely to follow a straight line or smooth curve into the future.  All 

Counties in the 

Houston ‐ The 

Woodlands – 

Sugar Land 

MSA 

Counties in the 

CDS/UH‐IRF 

Houston 

Regional Model 

Austin   

Brazoria  Brazoria 

Chambers  Chambers 

Fort Bend  Fort Bend 

Galveston  Galveston 

  Grimes 

Harris  Harris 

Liberty  Liberty 

Montgomery  Montgomery 

Waller  Waller 

2016 Total Estimated Population 

6,772,470  6,770,383 
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economies go through periods of growth and recession.  However, one thing is clear:  the Houston regional 

economy is resilient and oriented to support future growth.   

In the first economic forecasting project for CDM Smith – Grand Parkway Economic/Demographic Projections ‐ 

Segments D through G— completed in the spring of 2011, CDS considered seven independent forecasts of 

population from respected organizations and three independent forecasts of employment.  After the review, it 

was determined that “Regional and County‐level forecasts” of the University of Houston – Institute for Regional 

Forecasting should form the appropriate basis for the small area forecasts for the Grand Parkway Investment 

Grade Traffic and Revenue Study.” 

In 2012, Dr. Barton Smith updated the forecasts to account for recent changes including the 2010 Census.  All 

subsequent forecasts prepared for toll road traffic and revenue studies are based on these forecasts.   

Unfortunately, Dr. Smith has retired from the University of Houston and is no longer affiliated with the Institute 

for Regional Forecasting (UH‐IRF).  Regrettably, the UH‐IRF, under the new leadership of Dr. Bill Gilmer, has 

decided to discontinue the long‐term regional forecasts prepared historically by Dr. Smith – focusing instead on 

current and short‐range regional economic analyses.  The adjustment of the regional forecast is now left to CDS 

Market Research using a model based on the one Dr. Smith used in his earlier UH‐IRF forecasts. 

Recent County and Regional Population and Household Trends 
The table below presents the most recent annual population estimates from the U.S. Bureau of the Census.  

Note that the estimates are based on a mid‐year date of July 1st each year. 

 

   

Total Population Estimates by County 2010 to 2016 

Geography 

(County) 

Census 

Apr ‘10 

Population Estimate (as of July 1) 

2010  2011  2012  2013  2014  2015  2016 

Brazoria   313,166  314,498  319,375  324,503  330,340  338,176  346,312  354,195 

Chambers   35,096  35,422  35,614  36,406  37,240  38,132  38,863  39,899 

Fort Bend   585,375  590,581  607,482  626,808  654,626  686,650  716,087  741,237 

Galveston   291,309  292,538  295,611  301,395  307,303  314,283  322,225  329,431 

Grimes   26,604  26,614  26,694  26,705  26,824  27,069  27,512  27,671 

Harris   4,092,459  4,108,187  4,181,238  4,262,504  4,352,462  4,447,577  4,538,028  4,589,928 

Liberty   75,643  75,857  76,074  76,471  77,032  78,200  79,654  81,704 

Montgomery   455,746  459,336  471,737  485,004  499,574  519,054  537,559  556,203 

Waller   43,205  43,455  44,023  44,337  45,420  46,798  48,656  50,115 

9‐County 

Region 
5,918,603  5,946,488  6,057,848  6,184,133  6,330,821  6,495,939  6,654,896  6,772,399 

Source: US Bureau of the Census – Annual Population Estimates 
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The CDS Forecast model, however, uses only household population excluding persons living in group quarters 

such as dormitories, nursing homes, jails, and prisons.  The U.S. Bureau of the Census does not include estimates 

of persons living in group quarters in either the annual estimates series or the one or five –year estimates of the 

American Community Survey series.   Therefore, CDS used a combination of assumptions to prepare an estimate 

of the 2015 Population in Households and Number of Households in the 9‐county region. The result of the 

estimate for 2015 is shown in the following table. 

 

Estimate of Population in Households and Number of Households by County 

Area 
'10‐'15 
Pop/Pop 
in HH1 

Estimated 
2015 Pop in 
HH 

2015 Est. 
Pop in GQ 

Estimated 
2015 HH 

2015 
Estimated 
HH Size 

2010 
Census HH 
Size2 

Brazoria County  1.0335  335,147  10,514  117,014  2.86  2.84 

Chambers County  1.0063  38,547  221  13,384  2.88  2.92 

Fort Bend County  1.0093  708,446  5,403  224,903  3.15  3.09 

Galveston County  1.0144  316,497  5,041  119,433  2.65  2.63 

Grimes County  1.1266  24,500  2,918  8,566  2.86  2.65 

Harris County  1.0105  4,484,093  49,248  1,590,104  2.82  2.82 

Liberty County  1.0720  74,599  5,097  25,993  2.87  2.81 

Montgomery County  1.0067  532,889  3,545  181,873  2.93  2.78 

Waller County  1.0900  44,353  4,277  15,400  2.88  2.81 

9‐County Region 
 

6,559,071  86,264  2,296,672  2.86  2.83 

1 U.S. Bureau of the Census, American Community Survey.  5‐Year Estimates 2010‐2015. 
2 U.S. Bureau of the Census, 2010 Census. 
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County and Regional Employment Trends 
The following table presents the most recent Nonfarm Payroll Employment estimates of the Texas Workforce 

Commission.  This statistic includes the jobs covered by the Texas Unemployment Insurance program and does 

not include self‐employed workers or agricultural workers.  It does include government employees. 

The region added 398,470 net new jobs over the 6‐year period, averaging 64,412 jobs added per year.  Job 

growth did slow at the end of the period adding only 53,642jobs from 2014 to 2015.  And then, according to the 

Texas Workforce Commission, the region registered a loss of payroll jobs from 2015 to 2016.  However, recent 

analysis from the Dallas Federal Reserve suggests that the 2015‐2016 job growth was a positive 2,000 jobs.  

Nonfarm Payroll Employment Estimates by County 2010 to 2016 

Geography 
Employment Estimate (average of all Quarters) 

2010  2011  2012  2013  2014  2015  2016 

Brazoria County  85,863  88,572  92,303  95,434  98,968  103,634  106,034 

Chambers County  9,435  10,453  11,492  13,143  11,906  12,748  13,551 

Fort Bend County  130,786  135,877  143,560  157,047  163,131  169,844  173,502 

Galveston County  94,176  95,250  96,030  98,496  101,503  102,856  107,713 

Grimes County  7,256  7,681  8,182  8,162  8,295  7,854  7,080 

Harris County  1,992,587  2,039,093  2,112,529  2,181,891  2,257,542  2,290,937  2,266,689 

Liberty County  16,365  16,603  17,386  16,785  16,981  16,543  16,517 

Montgomery County  127,254  133,750  141,586  149,667  157,680  165,177  168,680 

Waller County  13,556  14,213  15,113  15,847  16,234  16,289  15,981 

9‐County Region  2,477,277  2,541,491  2,638,181  2,736,472  2,832,238  2,885,880  2,875,747 

Source:  Texas Workforce Commission, Quarterly Census of Employment and Wages, QCEW, August 2017 
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Houston Economy and Oil Prices 
The Houston economy, while certainly affected by the prices of crude oil and natural gas, is less dependent on 

them today than it was in the last big oil price bust in the early to mid‐1980’s.  The chart below illustrates the job 

growth in the Houston economy juxtaposed with the price of crude oil (adjusted for inflation).  While some 

effect of energy prices is apparent, the effect has not been a significant factor in the long‐term growth of the 

regional economy. 

Houston Nonfarm Payroll Employment, Population and Oil Prices 

Source:  Texas Workforce Commission, for jobs and U.S. Energy Information Agency, adjusted by Macro Trends, 
http://www.macrotrends.net/1369/crude‐oil‐price‐history‐chart 
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New Regional and County Forecasts 
Preparation of new forecasts for the Houston region and its counties is based on three factors; 1) Long‐term 

economic trends of the Houston region; 2) recent economic trends driven by declines in the commodity prices of 

crude oil and natural gas; and 3) future expectations for national and international economic factors and their 

effect on the Houston economy. 

1. Long-Term Houston Economic Trends 

As mentioned previously, the Houston Region has a long history of sustained economic growth.  As measured by 

the Texas Workforce Commission and the Bureau of Labor Statistics payroll employment data, the Houston 

region has demonstrated sustained growth and resilience to economic recessions.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The evidence provided by the previous chart, as well as the chart of “Employment, Population and Oil Prices 

presented previously, supports the contention that the Houston economy has remained strong for many years 

“weathering” recessions, energy price “busts” and changing global economic conditions. 

Houston MSA Long-Term Employment Growth Trends 

 

    Source: Texas Workforce Commission, August 2017 



State Highway 249  Economic and Demographic Forecast 2017 Update 

  18 

2. Recent Trends in Energy Prices 

The recent regional jobs estimate for May of 2017 presents a relatively gloomy picture of the Houston economy.  

The following table presents the most recent job estimates by sector.  Note that this data reflects the “Houston‐

The Woodlands‐ Sugar Land MSA” and is based on the Current Employment Survey, a somewhat different series 

from the Quarterly Employment and Wages Survey data presented previously.   

Payroll employment in the MSA grew by only 48,600 jobs in the two‐year period.    

The weakness of upstream oil and gas business is evident in the 2016 job statistics.  The combination of the sectors 

of the upstream energy cluster reveals total losses of 77,200 jobs over the 12‐month period from December 2014 

to December 2016.  The job estimates for 2017 appear to present evidence of a rebound.   

   

Houston MSA Nonfarm Payroll Employment May 2015 to May 2017 
   Payroll Jobs  24 Month Jobs Chg. 

Industry  May '15  May '16  May '17  May '15 ‐ May '17 

Total Nonfarm  2,999,600  3,003,600  3,048,200  48,600  1.62% 

Total Private  2,605,600  2,596,700  2629300  23,700  0.91% 

Goods Producing  569,400  532,700  533,700  ‐35,700  ‐6.27% 

                 
Mining...Oil and Gas Extraction  161,700  139,300  132,500  ‐29,200  ‐18.06% 

Support Activities for Mining  46,200  36,100  37,800  ‐8,400  ‐18.18% 

Construction  216,200  221,200  216,200  0  0.00% 

Manufacturing of Fabricated Metal Products  59,800  47,600  53,600  ‐6,200  ‐10.37% 

Manufacturing of. Machinery   55,000  43,400  38,500  ‐16,500  ‐30.00% 

Manufacturing of Agriculture, Construction, Mining Machinery  39,400  29,300  25,600  ‐13,800  ‐35.03% 

Manufacturing of Computer and Electronic Products  17,000  15,400  15,500  ‐1,500  ‐8.82% 

Petroleum and Coal Products Manufacturing  9,600  9,900  10,100  500  5.21% 

Chemical Manufacturing  37,400  38,700  38,800  1,400  3.74% 

Wholesale Trade  168,700  163,100  159,900  ‐8,800  ‐5.22% 

Retail Trade  297,500  303,900  302,600  5,100  1.71% 

Transportation, Warehousing, and Utilities  140,900  138,500  138,800  ‐2,100  ‐1.49% 

Information  32,300  32,700  32,000  ‐300  ‐0.93% 

Finance and Insurance  95,600  98,800  101,100  5,500  5.75% 

Real Estate and Rental and Leasing  55,300  55,700  55,100  ‐200  ‐0.36% 

Legal Services  24,300  24,600  24,800  500  2.06% 

Accounting, Tax Preparation, Bookkeeping, and Payroll Services  22,500  24,300  25,000  2,500  11.11% 

Architectural, Engineering, and Related Services  72,000  67,100  64,600  ‐7,400  ‐10.28% 

Computer Systems Design and Related Services  32,400  32,000  31,800  ‐600  ‐1.85% 

Administrative and Support, Waste Management Services  216,000  212,500  226,500  10,500  4.86% 

Educational Services  55,300  57,600  60,200  4,900  8.86% 

Ambulatory Health Care Services  145,800  151,600  157,300  11,500  7.89% 

Hospitals  80,600  85,200  88,400  7,800  9.68% 

Accommodation and Food Services  263,800  281,700  288,800  25,000  9.48% 

Other Services  107,600  109,000  110,800  3,200  2.97% 

Federal Government  27,800  28,300  28,700  900  3.24% 

State Government  81,100  84,300  85,800  4,700  5.80% 

Local Government  285,100  294,300  304,400  19,300  6.77% 

Source:  Texas Workforce Commission, Monthly Employment Estimates, CES Series. August 2017 
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University of Houston economist Bill Gilmer, who is the director of the University’s Institute for Regional 

Forecasting, stated in his autumn 2017 economic outlook presentation (“Slow Growth Returns to Houston in 

2017: Can We Bring Back the Oil Jobs in 2018?”, November 6, 2017), that if describing the region’s downturn in 

2015‐2016 as a “recession,” then the trough was Dec. 2016 after Jan. 2015 peak.”  He also stated that 
“While Houston has moved back on a slow to moderate growth track, stronger growth requires that local oil jobs 

return in large numbers” (italics his).   

His assessment of the current and near term prospects for the region’s economy identifies four main forces 

underpinning its future health: 

 The oil and gas extraction sector and related industries; 

 The U.S. economy; 

 The “downstream” petrochemical manufacturing sector and related industries; and 

 “Momentum” carried over from the 2011‐2014 regional economic boom, mainly secondary industries 

that are driven by the region’s internal growth. 

Of these forces, he finds the only one that is now strongly supporting 

the region’s economic growth is the U.S. economy, which has 

continued its moderate growth pace and appears likely to continue 

to do so.  The oil and gas extraction sector has experienced a mild 

recovery in 2017 but has uncertain growth prospects in 2018.  A rash 

of new and expanded petrochemical plant facilities, which employed 

thousands of construction workers, is completing these projects and 

transitioning to a permanent workforce which will be much smaller.  

Finally, the momentum from sectors of the economy that cater to 

the increased job base and local resident population, which after 

catching up to the region’s basic economy growth, is now leveling 

off. 

In summary, Dr. Gilmer presented three jobs forecast scenarios, 

primarily hinging upon the strength of the oil and gas production 

sector.  For 2017, he forecasts a range of calendar year growth from 

approximately 30,000 jobs at the low end to 66,000 jobs in the most 

optimistic scenario.  A moderate scenario of about 41,000 jobs is 

viewed as the most likely.  He issued a “combined” scenario with weighted averages of 10%/65%/25% for the 

high/medium/low growth scenarios respectively.  This forecast is shown in the table to the right. 

This forecast indicates his assessment that the Houston economy suffered a possible mild recession in early 

2016 and will not have strong growth forces in the near term, despite a mild recovery in oil and gas production 

activity.  He finds that the U.S. oil and gas production industry, due to readily available capital, short term 

financial incentives to drill wells, and the rapidity with which wells can be put into production using fracking 

technology, will likely keep oil prices within a moderate range that does not encourage rapid employment 

growth, especially in the research and white‐collar jobs in Houston.  The industry’s firms have also put much 

greater labor efficiencies in place that reinforce this restraint.  The end result is that this pattern will allow for 

moderate growth at a pace near or somewhat below the region’s long term average through 2020. 

UH-IRF Preliminary Short-
term Jobs Forecast  

Year  Job Growth 

2014  112,100 

2015  11,000 

2016  ‐1,500 

Forecast 

2017  40,900 

2018  39,500 

2019  54,000 

2020  62,200 

Source:  Slow Growth Returns to Houston in 
2017: Can We Bring Back the Oil Jobs in 
2018?  Robert W. Gilmer, University of 
Houston Institute for Regional Forecasting, 
Capstreet Group Presentation, November 
2017. 
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3. National and International Factors Affecting Regional Economic Growth  

As stated earlier, three factors have governed the state of Houston’s economy for the past ten years, according 

to the Federal Reserve Bank and the Greater Houston Partnership: 

 The health of the national economy  

 The value of the U.S. dollar against foreign currencies 

 The price of oil and gas 

Further discussion of these three factors is located on pages 6 and 7.  
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Various Forecasts of the Houston Region 

In this section employment and population forecasts for the Houston region are compared.  There are seven 

forecasts presented for comparison with the new CDS 2017 forecast: 

1. CDS 2016.  Based on the 2014 and 2015 forecasts, this 2016 updated 9‐county forecast prepared by CDS 

accounted for higher employment growth to 2014 as well as lower crude oil prices beginning in 2014. 

Also included is the 9‐county region with Grimes County.  

2. H‐GAC 2017.  The most recent forecast from the Houston‐Galveston Area Council, issued in December of 

2017, which includes the 8‐county Transportation Planning Region and does not include Grimes County.  

H‐GAC uses only Population in Households excluding the persons in group quarters.  For the 

employment forecasts, H‐GAC uses a combination of nonfarm payroll jobs and self‐employed persons in 

the urban areas.  See: http://www.h‐gac.com/community/socioeconomic/2040‐regional‐growth‐

forecast/default.aspx 

3. TxSDC 1.0.  The 2014 forecasts from the Texas State Data Center (TxSDC) using the 1.0 Migration 

Scenario, assuming that the migration rates will be equal to the actual rates measured from 2000 to 

2010 in all future years.  See: http://osd.texas.gov/Data/TPEPP/Projections/.  Region used includes the 

9‐counties as in the CDS forecasts.  TxSDC forecasts population and demographic characteristics only, 

not employment. 

4. TxSDC 0.5.  The 2014 forecasts from the Texas State Data Center (TxSDC) using the 0.5 Migration 

Scenario, assuming that the migration rates will be half of the actual rates measured from 2000 to 2010 

in all future years.  See: http://osd.texas.gov/Data/TPEPP/Projections/.  Region used includes the 9‐

counties as in the CDS forecasts. 

5. W & P 2017.  The most recent forecast from the firm, Woods and Poole Economics, Inc.  W & P uses the 

9‐county Houston MSA.  For the population forecasts, Wood and Poole uses “Total Population” including 

persons in group quarters.  For the employment forecasts, W & P uses “Total Employment” which 

includes farm workers and self‐employed persons.  Because the much higher employment numbers can 

distort the comparative charts, W & P comparisons are not always presented in the following graphical 

comparisons.  The W & P forecasts are proprietary and are available for purchase.  See: 

https://www.woodsandpoole.com/ . 

6. Moody’s 2017.  The most recent Baseline Scenario forecasts from Moody’s Analytics for the 9‐county 

Houston MSA.  For population forecasts, Moody’s uses “Total Population” including persons living in 

group quarters.  For employment, Moody’s uses “Payroll Employment.”  Moody’s Houston region 

includes the 9‐county Houston MSA.  The Moody’s forecasts are proprietary and are available for 

purchase.  See: http://www.moodysanalytics.com/Products‐and‐Solutions/Economic‐Consumer‐Credit‐

Analytics/Forecasts‐with‐Alternative‐Scenarios 

7. The Texas Water Development Board (TWDB) 2017 State Water Plan Projections Data.  The most 

recent population projections from the TWDB.  Forecast numbers are only presented every decade.  

http://www.twdb.texas.gov/waterplanning/data/projections/2017/popproj.asp 
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Comparative Employment Forecasts 

The comparative employment forecasts are illustrated in the chart below.  Note that all of the forecasts except 

Woods and Poole and H‐GAC present Nonfarm Payroll Employment.  As mentioned previously, Woods and Poole 

uses Total Employment which is not comparable with the other forecasts.  H‐GAC’s employment forecast 

includes some additional employment categories in the urban areas.   H‐GAC 2016 forecast uses 2010 and 2015 

jobs estimates that are approximately 200,000 greater than the Texas Workforce Commission’s Nonfarm Payroll 

jobs estimates. 

The forecasts using “Payroll 

Employment” are reasonably 

consistent – with similar growth 

rates.   Woods and Poole’s 

forecast appear much more 

“bullish” for the Houston region 

as demonstrated by a much 

steeper growth curve.  It should 

be noted that Woods & Poole 

tracks employment differently 

than the other forecasts 

compared. 

The H‐GAC jobs forecast, 

presents similar growth rates to 

the CDS and Moody’s forecast – 

though it starts at a higher base. 

The CDS 2017 forecast tracks 

the Moody’s forecast with a 

slightly higher growth rate, 

especially approaching 2040. 

 

   

Houston Region Comparative Employment Forecasts 

 

    Source: Various – described in the accompanying text. 
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Comparative Population Forecasts 

The comparative population forecasts are illustrated in the chart below.  It is important to note some small 

variations in the base data and regions in the population forecasts. 

 

Given the differences in 

the base data and the 

region used, the 

forecasts are remarkably 

consistent.  All forecasts 

expect substantial 

population growth for 

the Houston region with 

relatively similar growth 

rates. 

   

Houston Region Comparative Population Forecasts 

 

    Source: Various – described in the accompanying text. 
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CDS 2017 Regional Forecast 
Taking into account the recent dip in oil and gas prices and its effects on the Houston economy, CDS has revised 

its regional population and employment forecasts.  CDS also considered the effects of Hurricane Harvey on its 

forecast at the regional and county level.  It was ultimately concluded that, while the storm would have 

significant impacts to be determined at localized levels, it would not likely alter the growth trajectory of the 

region from recently‐expected trends.  Discussion of the potential impact of the hurricane on Houston’s future 

growth can be found in Appendix C. 

These revised forecasts began with a look at likely employment growth under the belief that, in the long‐term, 

regional growth is dependent on the creation of jobs that will attract new residents to take advantage of such 

opportunities. 

In preparing this new CDS 2017 forecast, the following assumptions were used: 

1. The short‐term growth of regional employment will be affected by low energy prices.  For this short‐term 

forecast, CDS used the most recent 2016 and 2017 job growth estimates from Dr. Gilmer, presented previously.   

2. In the long term, the Houston economy is likely to continue to grow – overcoming short‐term oil price 

disruptions.  The Houston economy is much less dependent on the upstream energy industry now than in the 

past and historical trends support the contention that the Houston region will continue to be a, low cost, 

business friendly, growth‐oriented community – attractive to new business start‐ups and corporate relocations 

and expansions.  

3. Houston, however, should not expect to continue exponential growth at historical rates.  As the region matures 

and attractive parcels are developed, CDS expects that growth rates will settle down to a sustainable annual 

rate of job growth.  The following table illustrates historical job growth. 

If the CDS model assumed a 2.7% 

projected annual job growth to 

2040, the 2040 payroll jobs would 

increase to almost 5,250,000 

adding an average of 94,300 jobs 

annually.  While that rate of net 

new jobs is not inconsistent with 

Houston’s growth during good 

economic times, CDS does not 

expect that rate of annual job 

growth to be sustainable in the 

long‐term.  Moody’s predicts 

Houston’s 2040 payroll jobs to be at 4,018,000,  

For the revised long‐term forecast, CDS has used an average annual job growth rate of 2.5%.  This rate of 

growth results in payroll jobs of 4,352,300 by 2040 – an annual average increase of 62,500 jobs. 

The table and chart on the following page presents a summary of CDS’ short and long‐term jobs forecasts 

compared with other jobs forecasts. 

Historical Houston Region Job Growth Rates 

Period 

 
 

Period Description 

Avg 
Annual 
Jobs 

Jobs 
CAGR* 

1970‐2015 
Long‐term job growth through 35 
years of business cycles and oil price 
increases and declines 

46,334  2.70% 

1990‐2015 
25‐year period following the recovery 
from the mid‐80s oil price bust. 

48,613  3.54% 

2000 ‐2015 
Most recent 15‐year period including 
two recessions and Enron collapse. 

71,839  2.79% 

* Compound annual growth rate 
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Houston Region Job Growth Forecast Comparison 

Year 

New CDS 

2017  CDS 2016 

H‐GAC 

2016 

W & P 

2017 

Moody's 

2017 

2010  2,477,277  2,477,277    3,430,691  2,561,414 

2015  2,885,880  2,883,261  3,112,045  4,025,812  2,993,864 

2020  3,085,448  2,998,733  3,396,812  4,444,865  3,229,117 

2025  3,393,245  3,278,512  3,663,653  4,891,204  3,469,619 

2030  3,713,471  3,584,393  3,925,578  5,357,413  3,663,702 

2035  4,020,209  3,918,813  4,191,378  5,835,590  3,832,667 

2040  4,352,283  4,284,434  4,465,474  6,336,988  4,018,886 

   

Houston Region Comparative Employment Forecasts 

 

    Source: Various – described in the accompanying text. 
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To prepare the regional “population in households” and “household” forecasts, CDS used historical trends of the 

ratio of jobs to households and historical trends of average household size. 

Houston Region Population Growth Forecast Comparison 

Year 

NEW 

CDS 2017*  CDS 2016* 

H‐GAC 

2016* 

W & P 

2017 

Moody's 

2017  TxSDC 1.0  TxSDC 0.5 

TWDB 

2017 

2010  5,837,945  5,837,975    5,946,488  5,946,411  5,918,603  5,918,603   

2015  6,559,071  6,570,900  6,517,739  6,654,896  6,645,335  6,618,451  6,401,144   

2020  6,973,113  6,897,086  7,221,595  7,283,445  7,293,233  7,407,535  6,894,498  7,131,702 

2025  7,600,868  7,540,576  7,924,838  7,970,967  7,969,913  8,291,903  7,402,340   

2030  8,318,176  8,244,104  8,632,761  8,707,812  8,671,649  9,267,337  7,918,850  7,996,671 

2035  9,005,268  9,013,269  9,330,926  9,473,315  9,397,904  10,333,507  8,437,933   

2040  9,749,114  9,854,197  10,018,623  10,259,377  10,109,535  11,498,699  8,954,980  8,799,011 

* Population in Households only. 

 

   

Houston Region Comparative Population Forecasts 

 
Source: Various – described in the accompanying text. 
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CDS 2017 County-Level Forecasts 
Starting with the regional forecast, the county‐level forecasts were prepared using Dr. Barton Smith’s Shift‐Share 

model whereby changing shares of regional growth were allocated to each county in the region.  The County 

Forecasts are as follows. 

County-Level Payroll Jobs Forecast 

  Payroll Employment in the County 

County  2010  2015  2020  2025  2030  2035  2040 

9‐County Total  2,477,162  2,885,880  3,086,311  3,394,405  3,714,713  4,021,292  4,352,990 

Brazoria  85,761  103,634  113,095  128,032  144,992  160,794  178,112 

Chambers  9,385  12,748  14,431  17,086  20,827  24,140  27,983 

Fort Bend  130,168  169,844  192,529  233,555  285,430  345,987  409,724 

Galveston  94,522  102,856  110,399  122,719  137,827  151,658  167,705 

Grimes  7,274  7,854  9,053  10,041  10,964  11,863  13,737 

Harris  1,993,657  2,290,937  2,424,576  2,618,422  2,798,000  2,955,816  3,121,742 

Liberty  16,201  16,543  17,539  19,689  22,885  27,472  32,453 

Montgomery  127,153  165,177  185,993  221,840  265,936  310,182  362,135 

Waller  13,041  16,289  18,695  23,021  27,852  33,380  39,399 

 

County-Level Population Forecast 

  Population in Households 

County  2010  2015  2020  2025  2030  2035  2040 

9‐County Total  5,837,975  6,559,071  6,973,113  7,600,868  8,318,176  9,005,268  9,749,114 

Brazoria  302,607  335,147  362,343  412,005  480,002  553,183  638,908 

Chambers  34,867  38,547  41,436  47,016  54,256  63,137  73,549 

Fort Bend  579,439  708,446  782,030  896,225  1,039,050  1,183,333  1,334,998 

Galveston  287,012  316,497  333,754  363,759  402,522  441,593  485,837 

Grimes  23,592  24,500  25,088  26,657  28,969  31,964  35,961 

Harris  4,047,935  4,484,093  4,707,484  5,007,206  5,277,114  5,501,919  5,725,966 

Liberty  70,499  74,599  78,733  91,133  113,785  139,689  169,322 

Montgomery  452,522  532,889  593,765  695,940  838,765  983,049  1,149,157 

Waller  39,502  44,353  48,481  60,927  83,712  107,400  135,416 
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County-Level Households Forecast 

  Number of Households 

County  2010  2015  2020  2025  2030  2035  2040 

9‐County Total  2,060,594  2,296,672  2,455,371  2,692,175  2,963,589  3,227,276  3,514,426 

Brazoria  106,589  117,014  126,981  144,983  169,913  197,237  229,502 

Chambers  11,952  13,384  14,443  16,466  19,120  22,436  26,355 

Fort Bend  187,384  224,903  251,869  293,264  345,628  399,500  456,583 

Galveston  108,969  119,433  125,757  136,633  150,845  165,433  182,086 

Grimes  8,902  8,566  8,782  9,351  10,198  11,317  12,821 

Harris  1,435,155  1,590,104  1,678,937  1,796,833  1,904,214  1,995,296  2,086,802 

Liberty  25,073  25,993  27,508  32,002  40,307  49,979  61,133 

Montgomery  162,530  181,873  204,182  241,219  293,584  347,456  409,976 

Waller  14,040  15,400  16,913  21,425  29,778  38,623  49,168 

 

County Forecast Comparisons 
On the following pages, the same sets of forecasts at the county‐level are presented and discussed.  Note that, 

because of the wide variation in the population and jobs in the eight counties of the region, the scales on the 

following graphs are all different making visual comparisons of growth rates difficult. 
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County Population Comparisons 

 

Brazoria County:   

The Moody’s and Woods & Poole forecasts are relatively 

in line, both being substantially lower by 2040 than the 

CDS ’16 forecast.  The CDS ’17 and the H‐GAC ’17 

forecasts, after an expected downturn from 2015 to 

2020 limits growth, is largely in line with the growth 

trajectory of the TxSDC 1.0 forecast, though with a lower 

total number.  The TWDB forecast is notably less 

optimistic than the others in Brazoria County. 

Brazoria County is expected to continue to capture 

substantial growth in its northern half as the next southerly 

expansion of the Houston urban region. 

 

 

 

 

Chambers County:   

The CDS ’17 forecast sits in between the TxSDC 1.0 and H‐

GAC ’17 forecasts and the other forecasts, which are all 

quite similar.  All other forecasts predict slower growth in 

Chambers, reaching only around 60,000.   

The CDS forecasts are notably higher than most other 

forecasts being compared.  This is due to placing an 

emphasis on growth in the area’s outlying counties versus 

Harris County because of the availability of developable 

land, as well as information on new developments given to 

CDS by area officials and experts for this and prior Houston 

area forecasting projects. 

   

County Population Forecast Comparisons – 
Brazoria and Chambers Counties 
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Fort Bend County:   

The CDS ‘17 forecasts for Fort Bend 

County, consistently one of the fastest 

growing counties in the U.S. over the past 

two decades, show the 2040 population 

approaching 1.4 million residents.  The 

“TxSDC 1.0” forecasts are much higher 

with a 2040 population of more than 1.9 

million.  The remaining forecasts are 

remarkably consistent, all showing around 

1.3 million residents by 2040. 

 

 

 

 

 

 

Galveston County:   

Galveston County saw its population 

growth slow, compared to other counties 

in the region, in 2008 with the 

devastation of Galveston Island and parts 

of the mainland by Hurricane Ike.  

However, the northern areas of the 

county, such as League City, have 

continued to grow rapidly. 

While there is a relatively consistent rate 

of growth between the H‐GAC, Woods & 

Poole, Moody’s, and TxSDC 1.0 forecasts, 

CDS believes that the county’s quantities 

of available land and well‐regarded school 

districts will produce a higher rate of 

growth.   

County Population Forecast Comparisons – 
Fort Bend and Galveston Counties 
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Harris County:   

Harris County is by far the largest county in the 

region, with over 4.0 million residents in 2010.  

The three non‐local forecasts project Harris to 

grow at a high and steady rate, creating a 45‐

degree angle on the chart to the right.  This rate is 

mirrored between 2015 and 2020 by the CDS ’17 

forecast and matches the Census estimates from 

that time. 

CDS expects growth in Harris County to slow 

approaching 2040, largely due to a likely lack of 

available land in the county’s most desirable 

areas.  The other forecasts compared expect 

growth to continue into 2040 at a rate similar to 

previous years. 

 

 

 

Liberty County:   

Liberty County, on the region’s east side, has 

historically grown at a moderate pace (relative to 

some of Houston’s other outlying counties).  CDS 

expects that pace to increase dramatically along 

with the access provided by US 90 and the Grand 

Parkway. 

Curiously, the Moody’s and Woods & Poole 

forecasts shows extremely limited growth in the 

county throughout the forecast period.  This 

stands in stark contrast to the other forecasts 

examined, as well as the historical trend.  Liberty 

County’s population increased 61.7% in the 30‐

year period from 1980 to 2010.   

The CDS ‘17 forecast is notably higher for Liberty 

County than other forecasts being compared with 

the exception of the latest H‐GAC forecast.  The 

reasons for this are identical to those discussed 

for Chambers County earlier. 

   

County Population Forecast Comparisons – 
Harris and Liberty Counties 
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Montgomery County:   

Montgomery County, on the region’s north side and 

home to the Woodlands master planned community 

and the City of Conroe, has also been one of the 

fastest growing counties in the country.  Recent 

economic growth in the county and in the northern 

portion of Harris County will likely result in continued 

residential development in Montgomery County. 

All of the compared forecasts expect significant 

growth in Montgomery County.  The CDS ’17 and H‐

GAC forecasts wind up with a similar total in 2040, 

but take very different routes to get there.  H‐GAC 

expects the most rapid growth of any forecast in the 

near‐term, before leveling off.  CDS forecasts that 

growth will slow in the near‐term, due to challenging 

economic conditions, before picking up at a rapid 

pace once again. 

 

 

Waller County:   

Waller County, on the region’s northwest, has been 

growing at a modest pace over the past 10 years, 

with approximately 1,000 new residents each year.   

Most forecasts for Waller County (Woods & Poole, 

Moody’s, and TxSDC) continue that modest growth 

trend with 2040 population projections topping out 

at between 70,000 and 110,000. 

The CDS ‘17 forecast is much more bullish on Waller 

County’s growth potential.  The forecasts expect 

substantial residential growth as growth in the 

Houston region trends to the west, with county 

population topping 130,000 by 2040.  Large‐scale 

residential development is currently occurring in the 

southeastern part of the county. 

The CDS ’17 forecast is notably higher for Waller 

County than other forecasts being compared.  The 

reasons for this are identical to those discussed for 

Chambers County earlier. 

   

County Population Forecast Comparisons – 
Montgomery and Waller Counties 
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Grimes County:   

Grimes County, on the region’s far northwest, 

has been growing slowly over the past 10 years, 

and CDS expects that modest growth will 

continue through 2025, when development 

along the proposed SH 249 route and along SH 

105 should accelerate growth.  Woods & Poole 

and Moody’s both expect the historically 

modest growth trends to continue, generally 

aligning with the Texas State Data Center’s 0.5 

scenario. 

It should be noted that only the CDS forecasts 

shown here begin with population in 

households as opposed to total population.  

Grimes County contains two prisons that add a 

significant group quarters population outside of 

households to the total number.  It should also 

be noted that H‐GAC forecasts do not include 

Grimes County.    

County Population Forecast Comparisons 
– Grimes County 
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County Employment Comparisons  

Because the Woods & Poole forecasts are based on 

total employment rather than payroll employment in 

the counties, those forecasts are not included in this 

section. 

 

Brazoria County:   

Brazoria County is home to large employers in the 

petrochemical and medical industries, and CDS 

expects it to perform better than it historically has 

producing new jobs in the region.  The H‐GAC and 

Moody’s employment forecasts capture this trend 

as well.  The CDS ’17 forecast diverts from Moody’s 

after 2020, not expecting the historically moderate 

rate of growth to continue as Brazoria County 

becomes more populated and begins to create 

more employment centers of its own.  H‐GAC’s 

forecast diverts from the CDS forecast in 2035, 

seeing a sharp increase in jobs between 2035 and 

2040. 

 

 

Chambers County:   

Like Brazoria County, Chambers County is home to 

several petrochemical industry employers. 

The CDS ’17 forecast is much higher than the 

Moody’s forecast but lower in both starting and 

end points than H‐GAC ‘17, showing expanded 

growth in county employment, from about 10,000 

in 2010 to nearly 30,000 by 2040.  In addition to 

the expected expansion of petrochemical plants in 

the county the reasons for this are identical to 

those discussed for Chambers County population.   

County Jobs Forecast Comparisons – 
Brazoria and Chambers Counties 
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Fort Bend County:   

Fort Bend County has seen substantial recent 

job growth with corporate relocation and 

expansion in the US 59/I‐69 south corridor – 

primarily in Sugar Land.   

From 2000 to 2010, the county added 

approximately 4,500 jobs each year.  The H‐

GAC 2016 and Moody’s forecasts are fairly 

consistent with past trends and both reach 

around 300,000 jobs by 2040.  H‐GAC expects 

job growth in the county to level off from a 

higher rate of growth seen from 2010 to 

2020. 

The Fort Bend job growth trend is 

accelerated after 2020 in the CDS ’17 

forecast, with over 400,000 jobs expected to 

be located in the county by 2040.  

 

 

 

Galveston County:   

The CDS forecast projects the county to hold 

around 170,000 jobs by 2040 while the 

Moody’s forecast expects a more modest 

rate of growth after 2020, bringing the 

county to less than 140,000 jobs by 2040.  H‐

GAC arrives a similar total as Moody’s by 

2040, but does so with a sharp increase 

between 2010 and 2015 followed by a 

leveled off rate of growth. 

   

County Jobs Forecast Comparisons –  
Fort Bend and Galveston Counties 
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Harris County:   

While the H‐GAC forecast shows slower job growth 

for many of the region’s suburban counties when 

compared to the CDS forecasts, they are much more 

optimistic about job growth in Harris County. 

In the past 20 years, Harris County has added jobs at 

the rate of approximately 26,000 annually.  The H‐

GAC 2016 forecast starts with a higher jobs estimate 

for 2010 compared to other forecasts and approaches 

3.6 million jobs in 2040.  The Moody’s forecast 

approaches about 3.2 million by 2040, but begins with 

about 200,000 fewer jobs. 

The CDS ‘17 forecast is less optimistic about job 

growth in Harris County compared to H‐GAC and 

comparable to Moody’s, attributing a greater share of 

it to the other seven counties in the forecast region. 

 

Liberty County:   

The CDS ’17 forecast expects strong future growth in 

jobs for Liberty County, reaching more than 50,000 

jobs by 2040.  Those forecasts are much more 

aggressive than recent trends for Liberty, which has 

added only 150 jobs per year over the past 20 years.  

However, it is expected that Liberty County is poised 

for stronger growth in the future as growth in 

Northeast Harris County fills available land and access 

improves with the construction of the Grand Parkway. 

The CDS ‘17 forecast is notably higher than other 

forecasts for Liberty County, with the exception of the 

new H‐GAC ’17 forecasts.  The reasons for this are 

identical to those discussed for Chambers County 

population earlier. 

   

County Jobs Forecast Comparisons –  
Harris and Liberty Counties 
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Montgomery County:   

Similar to Fort Bend County, the job growth 

forecasts for Montgomery County diverge 

along two paths.  The H‐GAC and Moody’s 

forecasts both expect job growth in 

Montgomery County to level off after 2020.  

The CDS ’17 forecast expects job growth to 

return after 2020 at a similar rate seen from 

2010 to 2015. 

 

 

 

Waller County:   

Similar to Liberty County, the CDS ’17 

forecast expects job growth to accelerate 

past historical levels in Waller County, as 

development and access from Harris County 

begins to abut the area.  This forecast 

expects 40,000 jobs in the county by 2040.  

The H‐GAC and Moody’s forecasts, however, 

expect the historical and modest growth 

trends to continue in Waller County and 

forecast only 25,000 to 30,000 jobs by 2040.  

It should be noted that H‐GAC’s forecast 

begins with more than 1,000 fewer jobs than 

other forecasts. 

 

The CDS ’17 forecast is notably higher for 

Montgomery and Waller counties as 

compared to other forecasts.  The reasons 

for this are identical to those discussed for 

Chambers County population discussed 

earlier.  In addition, significant employment 

growth is currently occurring in the 

southeastern part of Waller County with the 

construction of several industrial and flex 

buildings. 

   

County Jobs Forecast Comparisons – 
Montgomery and Waller Counties 

 

75

125

175

225

275

325

375

425

475

2000 2010 2020 2030 2040

Ti
tl
e

Th
o
u
sa
n
d
s Montgomery Co Employment

CDS '17 CDS '16

H‐GAC '17 W & P

Moody's

10

15

20

25

30

35

40

45

50

2000 2010 2020 2030 2040

Jo
b
s

Th
o
u
sa
n
d
s Waller Co Employment

CDS '17 CDS '16

H‐GAC '17 W & P

Moody's



State Highway 249  Economic and Demographic Forecast 2017 Update 

  39 

Grimes County:   

Grimes County employment growth, like 

population growth, is expected to accelerate 

after 2025.  Most of this employment growth 

should come from service and education jobs 

tied to population growth.  Moody’s 

employment forecast in Grimes county sees 

little growth after 2015. 

Again, it should be noted that H‐GAC forecasts 

do not include Grimes County. 

 

   

County Jobs Forecast Comparisons – 
Grimes County 
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CDS 2017 County Forecast Charts 

Because the previously presented county‐level forecast charts have differing vertical scales, the comparison of 

the various county growth rates is difficult.  The charts on this page compare the outlying counties of the region, 

excluding Harris County in order to better compare the future forecasts. 
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Selection of Appropriate Regional and County-Level Forecasts 
Long‐term economic forecasts are most often a reasonable extension of historical trends into the future.  There 

is no assurance that those trends will be sustained.  Future growth is likely to deviate, higher or lower than 

history would suggest.   The historical employment growth of the Houston region presented on page 4 of this 

report confirms that growth is not likely to follow a straight line or smooth curve into the future.  All economies 

go through periods of growth and recession.  For the reasons presented in this report, the Houston region is 

resilient and oriented to support future growth.   

The key factor in evaluating forecasts is:  Are they reasonable given all we know today?  The best test is to 

consider multiple independent forecasts and consider which are most likely.  Along with H‐GAC’s regional 

forecast, this report considered several forecasts of population and employment from respected organizations.   

The H‐GAC’s 2017 regional forecasts, from which their small area forecasts are derived, tended to be in the 

middle of the independent forecasts considered in this project.  It is the conclusion of this project team that the 

H‐GAC 2040 forecasts at the “8‐county regional level” were reasonable and consistent with other credible 

forecasts. 

However, the small area and county‐level forecast being produced in the H‐GAC 2016 forecast are somewhat 

discordant with recent growth trends.  Recent versions of the H‐GAC forecast have improved and have resolved 

many of the discrepancies uncovered in the previous analysis.  H‐GAC plans on updating their forecasts yearly 

for the foreseeable future, and this improvement ought to continue. 

The Woods & Poole 2017 Forecasts were reasonable as well for population but their employment forecasts 

considered self‐employed and part‐time workers – a determination not shared by the other forecasting groups.  

The Woods & Poole job forecasts are so much higher than previous forecasting used by the H‐GAC travel 

demand model that their use as control totals would require adjustment in the modeling regimen.   The 

Moody’s forecasts while reasonable, were determined to be simple extensions of previous trends and don’t 

capture the dynamics of the likely future spatial growth in the Houston region. 

After considering the various forecasts, it was decided to use the 2017 update to the CDS regional forecast.  

The regional forecasts of the “CDS ‘17” will form the appropriate basis for this revised set of small area 

forecasts for the TxDOT SH 249 Economic and Demographic Forecast 2017 Update.  Following are the key 

points that led to this conclusion: 

 The adopted baseline forecast for county totals is the model created and updated by Dr. Barton Smith, 

formerly of the University of Houston Institute for Regional Forecasting (IRF) and now working as an 

independent consultant.  The original model was not developed for UofH, but for consulting work for TxDOT 

and Harris County Toll Road Authority and it has been used as the primary macro tool for at least a half 

dozen toll road studies.   Dr. Smith updated the model in 2012, retaining the underlying model structure of 

the previous region model.   CDS Market Research updated the model to capture the remarkable increase in 

job growth in the region from 2010 to 2015. 

 When compared to H‐GAC’s forecast and others gathered by CDS, the “CDS ‘17” forecast model is notable 

for the extent of anticipated decentralization of both jobs and population.  This pattern is consistent with 

what has happened in almost every major urban area in America, including both the older cities in the 

northeast and the newer ones in the south and west. This results in totals for those two variables in outlying 
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counties which are well above H‐GAC’s and others’ projections, while Harris County ends up with lower 

totals.  An important reason is that the model is sensitive to two significant factors:  the presence of vacant 

developable land (and conversely the lack of it in existing built‐up areas) and the qualitative factors and 

market forces which tend to favor outlying locations for many types of new development.  

 The “CDS ‘17” model, and its predecessors based on the model developed by Dr. Barton Smith for the UH‐

IRF, also allows counties to capture accelerating or decelerating (non‐linear) shares of growth over time – 

signifying “tipping points” and changes in market momentum that are similar to patterns that typically play 

out in the marketplace.  This is done through second‐degree polynomial formulas incorporated into a shift‐

share model. 

 Dr. Smith had previously adjusted the estimated coefficients further as he became aware of additional 

information that was particularly relevant such as the expansion of the toll road system in the region and 

the limited expansion of roadways in the urban core.  

 While it is an alteration, the CDS ‘17 adjustment of the “Smith ‘12” forecast to consider households and 

household population instead of housing units and total population does not change the underlying 

methodology or conclusions of Dr. Smith’s forecast.  The method behind the alterations is quite simple.  

Housing units were converted to households by assuming a continuation of recent historical trends in 

housing occupancy, while total population was converted to household population through the assumption 

that recent trends in share of population outside of households (group quarters) would continue.  These 

alterations change the forecast totals very slightly, and do not affect the growth rates or shares in any 

significant way. 

 The CDS ’17 forecasts present a revised set of regional and county forecasts based on current conditions, 

both related to the price of oil and gas and an initial assessment of the impacts of the recent hurricane.  

However, an extended run of low oil prices and slowdown of the oil and gas industry is not out of the realm 

of possibility, and could make even the modified scenario that were used for the current forecast somewhat 

optimistic.  While the CDS’17 forecast assumes a near‐term downturn in regional economic growth in 

sharpness and duration, sharper and longer downturns are certainly possible.   
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Forecast Shares 
The tables below illustrate the shift‐share results for both population and employment in the CDS ’17 and H‐GAC 

2017 forecasts.  The percentages in the table represent the county shares of the regional growth in each time 

period.  Historical data is included and the bold type is the forecast shares. 

 

Shares of Historical and Future Growth by County – CDS ‘17 Forecast 
County Share of Regional Population Change 

Period  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

1970 to 1980  6.54%  0.68%  8.39%  2.77%  71.24%  1.50%  8.30%  2.11% 

1980 to 1990  3.61%  0.25%  15.42%  3.54%  66.70%  0.92%  8.97%  0.59% 

1990 to 1995  5.06%  0.46%  13.35%  2.48%  63.33%  1.72%  12.72%  0.88% 

1995 to 2000  5.46%  0.73%  13.93%  3.94%  61.49%  1.92%  11.52%  1.04% 

2000 to 2005  6.94%  0.66%  17.00%  5.08%  56.24%  0.52%  12.83%  0.70% 

2005 to 2010  5.06%  0.78%  20.22%  2.16%  56.85%  0.40%  13.55%  0.97% 

2010 to 2015  4.52%  0.51%  17.91%  4.09%  60.56%  0.57%  11.16%  0.67% 

2015 to 2020  6.58%  0.70%  17.80%  4.17%  54.03%  1.00%  14.72%  1.00% 

2020 to 2025  7.93%  0.89%  18.24%  4.79%  47.86%  1.98%  16.32%  1.99% 

2025 to 2030  9.51%  1.01%  19.98%  5.42%  37.75%  3.17%  19.98%  3.19% 

2030 to 2035  10.70%  1.30%  21.09%  5.71%  32.86%  3.79%  21.09%  3.46% 

2035 to 2040  11.59%  1.41%  20.50%  5.98%  30.28%  4.01%  22.45%  3.79% 

 

 

County Share of Regional Employment Change 

Period  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

1970 to 1980  4.80%  0.56%  3.28%  1.95%  85.84%  0.83%  2.39%  0.35% 

1980 to 1990  1.48%  ‐0.73%  6.64%  3.79%  79.12%  0.20%  8.62%  0.87% 

1990 to 1995  1.38%  0.79%  10.27%  3.25%  72.74%  0.63%  10.24%  0.69% 

1995 to 2000  1.51%  0.41%  11.49%  1.22%  73.90%  0.38%  10.63%  0.45% 

2000 to 2005  3.70%  0.47%  14.90%  1.86%  56.16%  0.39%  19.00%  3.52% 

2005 to 2010  3.95%  0.53%  11.74%  3.74%  65.87%  0.09%  13.50%  0.58% 

2010 to 2015  4.38%  0.82%  9.72%  2.04%  72.84%  0.08%  9.32%  0.80% 

2015 to 2020  4.75%  0.84%  11.39%  3.79%  67.08%  0.50%  10.45%  1.21% 

2020 to 2025  4.86%  0.86%  13.36%  4.01%  63.12%  0.70%  11.67%  1.41% 

2025 to 2030  5.31%  1.17%  16.24%  4.73%  56.23%  1.00%  13.81%  1.51% 

2030 to 2035  5.17%  1.08%  19.81%  4.52%  51.63%  1.50%  14.47%  1.81% 

2035 to 2040  5.25%  1.17%  19.32%  4.87%  50.31%  1.51%  15.75%  1.82% 
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Shares of Historical and Future Growth by County – H-GAC 2017 Forecast 
County Share of Regional Population Change 

Period  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

2010 to 2015  5.56%  0.16%  18.97%  3.44%  58.49%  0.88%  11.07%  1.44% 

2015 to 2020  7.12%  0.37%  14.67%  3.71%  51.05%  1.03%  21.65%  0.40% 

2020 to 2025  7.23%  0.54%  12.77%  3.91%  54.63%  1.38%  19.10%  0.45% 

2025 to 2030  4.67%  1.54%  13.44%  4.02%  55.87%  1.50%  17.57%  1.39% 

2030 to 2035  6.07%  1.64%  13.43%  4.30%  53.15%  2.65%  16.67%  2.11% 

2035 to 2040  14.17%  4.01%  12.49%  4.02%  39.58%  5.42%  16.65%  3.66% 

 

County Share of Regional Employment Change 

Period  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

2010 to 2015  6.34%  0.88%  14.26%  7.62%  53.97%  0.92%  14.12%  1.89% 

2015 to 2020  2.95%  2.02%  10.67%  1.59%  70.69%  0.33%  10.77%  0.99% 

2020 to 2025  3.66%  0.77%  7.96%  1.32%  75.78%  0.41%  9.45%  0.65% 

2025 to 2030  5.56%  1.36%  4.22%  1.40%  77.39%  1.09%  8.24%  0.75% 

2030 to 2035  10.56%  1.56%  4.19%  1.37%  74.13%  2.88%  4.85%  0.45% 

2035 to 2040  26.50%  0.78%  6.12%  0.61%  58.62%  1.75%  4.21%  1.41% 
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The tables below illustrate the forecast shift‐share results for both population and employment in the Houston 

MSA for the CDS ’17 and H‐GAC 2016 forecasts.  The percentages in the table represent the county shares of the 

total 8‐county region in each time period.  Historical data is included and the bold type is the forecast shares. 

 

County Shares of Historical and Future Population and Employment – CDS ‘17 
Forecast 

County Share of Regional Population 

Year  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

1970  4.97%  0.56%  2.40%  7.78%  79.86%  1.51%  2.27%  0.65% 

1980  5.44%  0.59%  4.20%  6.28%  77.27%  1.51%  4.08%  0.63% 

1990  5.14%  0.54%  6.04%  5.83%  75.53%  1.41%  4.88%  0.63% 

1995  5.13%  0.53%  6.57%  5.59%  74.65%  1.44%  5.45%  0.65% 

2000  5.18%  0.56%  7.59%  5.36%  72.82%  1.50%  6.29%  0.70% 

2005  5.35%  0.57%  8.51%  5.33%  71.20%  1.41%  6.93%  0.70% 

2010  5.20%  0.60%  9.97%  4.94%  69.62%  1.21%  7.78%  0.68% 

2015  5.13%  0.59%  10.84%  4.84%  68.62%  1.14%  8.15%  0.68% 

2020  5.22%  0.60%  11.26%  4.80%  67.75%  1.13%  8.55%  0.70% 

2025  5.44%  0.62%  11.83%  4.80%  66.11%  1.20%  9.19%  0.80% 

2030  5.79%  0.65%  12.53%  4.86%  63.66%  1.37%  10.12%  1.01% 

2035  6.16%  0.70%  13.19%  4.92%  61.31%  1.56%  10.96%  1.20% 

2040  6.58%  0.76%  13.74%  5.00%  58.95%  1.74%  11.83%  1.39% 

 

County Share of Regional Employment 

Year  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

1970  3.75%  0.39%  1.57%  6.52%  85.49%  0.88%  1.04%  0.38% 

1980  4.21%  0.46%  2.32%  4.50%  85.64%  0.86%  1.63%  0.37% 

1990  3.92%  0.33%  2.79%  4.43%  84.94%  0.79%  2.39%  0.42% 

1995  3.77%  0.36%  3.22%  4.36%  84.24%  0.78%  2.84%  0.44% 

2000  3.44%  0.37%  4.43%  3.90%  82.72%  0.72%  3.98%  0.44% 

2005  3.45%  0.37%  4.81%  3.83%  81.77%  0.71%  4.52%  0.55% 

2010  3.47%  0.38%  5.27%  3.83%  80.72%  0.66%  5.15%  0.53% 

2015  3.60%  0.44%  5.90%  3.57%  79.60%  0.57%  5.74%  0.57% 

2020  3.68%  0.47%  6.26%  3.59%  78.79%  0.57%  6.04%  0.61% 

2025  3.78%  0.50%  6.90%  3.63%  77.37%  0.58%  6.55%  0.68% 

2030  3.91%  0.56%  7.71%  3.72%  75.55%  0.62%  7.18%  0.75% 

2035  4.01%  0.60%  8.63%  3.78%  73.72%  0.69%  7.74%  0.83% 

2040  4.10%  0.64%  9.44%  3.86%  71.94%  0.75%  8.35%  0.91% 
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County Shares of Historical and Future Population and Employment – H-GAC 
2017 Forecast 

County Share of Regional Population 

Year  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

2010  5.21%  0.60%  9.95%  4.94%  69.62%  1.21%  7.79%  0.68% 

2015  5.25%  0.55%  10.95%  4.77%  68.39%  1.18%  8.15%  0.76% 

2020  5.43%  0.53%  11.32%  4.67%  66.66%  1.16%  9.49%  0.73% 

2025  5.59%  0.53%  11.45%  4.60%  65.58%  1.18%  10.35%  0.70% 

2030  5.52%  0.62%  11.61%  4.55%  64.78%  1.21%  10.95%  0.76% 

2035  5.56%  0.69%  11.75%  4.53%  63.91%  1.32%  11.38%  0.86% 

2040  6.15%  0.92%  11.80%  4.50%  62.24%  1.60%  11.74%  1.05% 

 

County Share of Regional Employment 

Year  Brazoria  Chambers  Ft. Bend  Galveston  Harris  Liberty  Montgomery  Waller 

2010  3.08%  0.45%  5.41%  3.48%  81.55%  0.52%  5.10%  0.41% 

2015  3.54%  0.51%  6.67%  4.07%  77.62%  0.58%  6.38%  0.62% 

2020  3.50%  0.63%  6.97%  3.89%  77.10%  0.56%  6.71%  0.65% 

2025  3.51%  0.64%  7.04%  3.70%  77.00%  0.55%  6.91%  0.65% 

2030  3.64%  0.68%  6.86%  3.56%  77.03%  0.58%  6.99%  0.66% 

2035  4.07%  0.74%  6.69%  3.42%  76.85%  0.73%  6.86%  0.64% 

2040  5.40%  0.74%  6.66%  3.25%  75.77%  0.79%  6.70%  0.69% 
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SMALL AREA FORECAST METHOD 

OVERVIEW 
The previously mentioned Houston Galveston Area 
Council (H-GAC) forecast is available at smaller 
geographic areas in addition to its county and region-
wide levels.  CDS was tasked with providing an 
independent forecast using H-GAC’s geographic 
forecasting structure and providing values for the 
same forecasting data variables.  This meant that 
CDS would need to create datasets for all of H-GAC’s 
Traffic Analysis Zones (TAZs) that include values for 
all output variables required by the agency’s newest 
traffic model.  In general, the methodology to create 
these independent forecast datasets included the 
following steps. 

1. Begin with the CDS ’17 forecast at the regional 
and county levels. 
2. Investigate historical growth trends from: 

- the decennial US Census and other Census 
Bureau sources such as the American 
Community Survey (ACS) and Longitudinal 
Employer-Household Dynamics (LEHD). 

- PCensus for ArcView, a program that 
distributes and displays Neilsen/Claritas 
demographic data which included 1990, 
2000, and 2010 Census data, estimates for 
2005 and 2017 as well as projections to 
2022 at the census block level 

- historical employment information from 
the Texas Workforce Commission 
(TWC)/Bureau of Labor Statistics (BLS) 

- previous the H-GAC forecasting efforts 
 

3. Investigate the opinions and forecasts of area 
governmental agencies, private organizations, and 
area experts. 
4. Evaluate the potential growth inducing effects of 
the HCTRA System and other major infrastructure 
improvements, including SH 249 and the Grand 
Parkway. 
5. Account for near-term residential and 
commercial developments that have been recently 
announced or begun. 
 
 

6. Implement a “shift-share” forecasting 
methodology at the Regional Analysis Zone (RAZ) 
level.  CDS created new RAZs for this project, as H-
GAC no longer uses these geographies.  This takes 
into account: 

- the historical trends 
- the known historical growth areas for 

housing and jobs 
- announced major developments 
- the land available for new development 
- likely areas in the community for new 

development based on locally influenced 
qualitative factors 

 
7. Disaggregate the RAZ forecast into the smaller 
Traffic Analysis Zones (TAZ). 
8. Disaggregate the TAZ forecast for households and 
employment by H-GAC’s data categories. 
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FORECASTING POPULATION AND JOBS – COUNTY CONTROL TOTALS 

   

County-Level and Regional Growth Projections 

   Year 
8‐County 
CMSA 

Brazoria 
Cham‐
bers 

Ft. Bend  Galveston  Harris  Liberty 
Mont‐ 
gomery 

Waller 
 

Grimes 

POPULATION      

Popu‐
lation by 
Year 

1970  2,181,316  108,312  12,187  52,314  169,812  1,741,913  33,014  49,479  14,285 
 

  
1980  3,118,480  169,587  18,538  130,962  195,738  2,409,547  47,088  127,222  19,798 

 
  

1990  3,731,131  191,707  20,088  225,421  217,399  2,818,199  52,726  182,201  23,390 
 

18,790 

1995  4,021,841  206,421  21,416  264,235  224,620  3,002,304  57,713  219,190  25,941 
 

  
2000  4,669,589  241,767  26,031  354,452  250,158  3,400,578  70,154  293,786  32,663 

 
23,529 

2005  5,109,124  273,338  29,122  451,391  272,316  3,604,232  75,104  367,857  35,764 
 

25,068 

2010  5,814,383  302,607  34,867  579,439  287,012  4,047,935  70,499  452,522  39,502 
 

23,592 

2015  6,534,571  335,147  38,547  708,446  316,497  4,484,093  74,599  532,889  44,353 
 

24,500 

2020  6,948,025  362,343  41,436  782,030  333,754  4,707,484  78,733  593,765  48,481 
 

25,088 

2025  7,574,212  412,005  47,016  896,225  363,759  5,007,206  91,133  695,940  60,927 
 

26,657 

2030  8,289,206  480,002  54,256  1,039,050  402,522  5,277,114  113,785  838,765  83,712 
 

28,969 

2035  8,973,303  553,183  63,137  1,183,333  441,593  5,501,919  139,689  983,049  107,400 
 

31,964 

2040  9,713,154  638,908  73,549  1,334,998  485,837  5,725,966  169,322  1,149,157  135,416 
 

35,961 

                                     

Annual 
Average 
Pop. 
Growth 
by 
Period 

'00‐'10  114,479  6,084  884  22,499  3,685  64,736  35  15,874  684 
 

6 

'10‐'20  113,364  5,974  657  20,259  4,674  65,955  823  14,124  898 
 

150 

'20‐'30  134,118  11,766  1,282  25,702  6,877  56,963  3,505  24,500  3,523 
 

388 

'30‐'40  142,395  15,891  1,929  29,595  8,332  44,885  5,554  31,039  5,170 
 

699 

'10‐40  129,959  11,210  1,289  25,185  6,628  55,934  3,294  23,221  3,197 
 

412 

JOBS      

Jobs by 
Year 

1970  904,142  33,873  3,509  14,159  58,934  772,907  7,919  9,403  3,438 
 

  
1980  1,616,123  68,052  7,482  37,545  72,799  1,384,104  13,854  26,388  5,899 

 
  

1990  1,811,944  70,950  6,048  50,546  80,224  1,539,045  14,251  43,268  7,612 
 

7,460 

1995  1,922,608  72,482  6,921  61,908  83,826  1,619,544  14,951  54,602  8,373 
 

  
2000  2,252,103  77,472  8,288  99,768  94,138  1,855,051  17,901  89,634  9,851 

 
9,260 

2005  2,343,072  80,250  8,787  112,936  96,956  1,906,019  18,862  108,484  10,778 
 

10,110 

2010  2,469,888  85,761  9,385  130,168  94,522  1,993,657  16,201  127,153  13,041 
 

7,274 

2015  2,878,025  103,634  12,748  169,844  102,856  2,290,937  16,543  165,177  16,289 
 

7,854 

2020  3,077,258  113,095  14,431  192,529  110,399  2,424,576  17,539  185,993  18,695 
 

9,053 

2025  3,384,364  128,032  17,086  233,555  122,719  2,618,422  19,689  221,840  23,021 
 

10,041 

2030  3,703,749  144,992  20,827  285,430  137,827  2,798,000  22,885  265,936  27,852 
 

10,964 

2035  4,009,429  160,794  24,140  345,987  151,658  2,955,816  27,472  310,182  33,380 
 

11,863 

2040  4,339,253  178,112  27,983  409,724  167,705  3,121,742  32,453  362,135  39,399 
 

13,737 

                                     

Annual 
Average 
Jobs 
Growth 
by 
Period 

'00‐'10  21,779  829  110  3,040  38  13,861  ‐170  3,752  319 
 

‐199 

'10‐'20  60,737  2,733  505  6,236  1,588  43,092  134  5,884  565 
 

178 

'20‐'30  62,649  3,190  640  9,290  2,743  37,342  535  7,994  916 
 

191 

'30‐'40  63,550  3,312  716  12,429  2,988  32,374  957  9,620  1,155 
 

277 

'10‐'40  62,312  3,078  620  9,319  2,439  37,603  542  7,833  879 
 

215 
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Use of the CDS-defined Regional Analysis Zones (RAZ) 
In past forecasting projects, CDS 

used H‐GAC’s Regional Analysis 

Zones (RAZ) as an intermediate 

step in the shift‐share process 

between the county‐level control 

totals and the smaller TAZ 

geographies.  Several years ago, H‐

GAC discontinued the use of RAZs 

for issuing and analyzing forecasts.  

Despite this, CDS continued to use 

RAZs as an intermediate step in 

the shift‐share process as the TAZ 

structure H‐GAC and CDM‐Smith 

continued to use remained 

consistent with the RAZ 

boundaries. 

H‐GAC has also since developed a 

new TAZ structure, which CDS is 

now using for all forecasts going 

forward.  Unlike the old TAZs, this 

new structure does not conform 

precisely to the boundaries of the 

previous RAZs, though the 

differences are generally fairly 

minor.  Despite these minor 

differences, the new TAZs can be 

matched relatively well with a RAZ 

geography.  CDS matched up the 

new TAZs as closely as possible to 

the old RAZ boundaries and 

created a redefined set of RAZs 

(map to right) fitted to the 

boundaries of the new TAZs.  

These zones are similar to H‐GAC’s 

RAZs but are not identical.  This 

was done in order to continue to 

use the RAZ‐level as an 

intermediate step in the shift‐

share process and to better enable the use of CDS’ previous forecast work done for the old TAZ structure into 

the new structure.   

Map of Regional Analysis Zones 
Eight County Region 
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Starting with Historical and Forecast Data at the RAZ and TAZ 
levels 
It was beyond the scope of this report and the models available to the project team to produce a complete 

forecast for the entire Houston metropolitan region and every Traffic Analysis Zone (TAZ) from scratch.  CDS 

began this forecasting process, as it has every forecast since the original 2011 Grand Parkway project, by using 

its most recent previous forecast as a starting point in terms of shift‐share allocations at the RAZ and TAZ levels.  

This is done to incorporate and build upon previous work and expectations, as none of the transportation 

projects CDS has been asked to consider are assumed to be planned in lieu of others.  CDS then compiled the 

data on recent trends (1990 to 2010) and recent forecasts by H‐GAC at the TAZ‐ level.  The data was evaluated 

and adjustments were made to the forecasts using a variety of methods. 

The 2010 Base 

The original CDS forecast done in 2011 began by identifying the appropriate 2010 base year data for population, 

housing units, and employment.  This data has carried through all subsequent forecast projects with one major 

alteration.   Beginning with  the Grand Parkway Segments D‐I  forecast  issued  in 2015, CDS uses population  in 

households and total households/occupied housing units instead of total population and housing units for both 

base and forecast years.  The following is the process by which this information was obtained. 

Population and Households 

The 2010 population for TAZs was based on the household and household population at the Census block level 

from the 2010 Census. 

Employment (Jobs) 

Determining the 2010 base jobs by RAZ was substantially more difficult than housing and population.  The reason 

is that there are no small area job estimates that are based on reliable data such as the Census.  The U.S. Bureau 

of  the Census County Business Patterns provides  the most  verifiable data but  the  lowest  level of  geography 

available is zip code.  For their most recent forecast, H‐GAC estimated the number of jobs in small areas using the 

county appraisal district data, augmented by information from InfoUSA™ and from internal and other sources not 

revealed to CDS.    

One option that CDS has access to is the Nielsen/Claritas Business Facts® database for very small areas (Census 

block groups) through PCensus for ArcView.  Claritas Business Facts® is developed using the InfoUSA™ data file as 

its base source. The InfoUSA™ database of over 12 million U.S. businesses is mined from over 4,900 Yellow Page 

directories  published  each  year  by  Regional  Bell  Operating  Companies  (RBOC’s)  and  independent  phone 

companies. InfoUSA™ also compiles records from over 500 Business White Pages, regular White Pages, federal, 

state and municipal government Blue Pages, annual  reports  (publicly‐held  companies)  industrial and  regional 

business journals.     InfoUSA™ then processes the  information through several routines to ensure that the final 

product will be dependable  for use by  salespeople and marketers  interested  in using  its contents  for mailing 

campaigns.  That includes calling existing and new businesses at least once each year to verify and collect new 

information. 
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Another option for current job estimates is to use the square feet of 

commercial  buildings,  office,  retail,  industrial  and  institutional 

buildings from the county appraisal districts to estimate the number 

of jobs at each facility.  CDS applied H‐GAC’s stated ratios of square 

feet per job as shown in the table on the right.   Unfortunately, that 

method did not produce consistent results. 

Ultimately,  the  historical  and  current  employment  estimates were 

developed  from  a  variety  of  sources.   The  1990  and  2000  jobs 

estimates  come  from  the  special  tabulations of  the U.S. Decennial 

Census  (CTTP) provided by  the H‐GAC.   The 2005 estimates of  jobs 

come from the H‐GAC’s 2005‐2035 forecast.   The 2010 employment 

estimates were ultimately based on figures issued by Nielsen/Claritas 

based on the InfoUSA data previously described. 

In all cases the values for the historical and base‐year (2010) data for 

employment and population were adjusted proportionally to match 

the  county‐level  totals provided by  the Texas Workforce Commission/BLS and  the CDS 2016  forecast  control 

totals.  The historical and projected population and jobs data by (CDS‐defined) RAZ is presented in the appendices 

of this report. 

Differences from prior CDS Forecasts due to the newer H-GAC TAZ structure 

The newer H‐GAC TAZ forecast structure used for this TxDOT SH 249 Update project differs significantly from the 

one that formed the basis of CDS’ forecasts issued prior to 2015.  The old H‐GAC TAZ structure, used prior to 

2015, contained 2,954 zones.  This number grew to over 3,500 zones in more recent forecasts as CDS and CDM‐

Smith divided several TAZs into smaller zones for additional analysis.  The newer H‐GAC TAZ structure contains 

5,217 zones, and much like with the RAZs, many of these zones do not conform to the boundaries of the old 

TAZs or the modified zones used in later forecasts.    

Square Feet per 
Employee by Building 

Activity 
Building Type  SQFT Per 

Employee 

Education  1,400 

Health Care  350 

Lodging  917 

Retail  500 

Office  225 

Public Assembly  1,000 

Warehouse  1,000 

Industrial  625 

Mobile  0 
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Future Transportation Network Assumptions 
In preparing the small area forecasts, it is clear that future transportation networks and the accessibility of the 

small area zones are affected by transportation infrastructure improvements over time.  It was beyond the 

scope of this work to develop sophisticated models that took into account all changes in the transportation 

network including both highways and public transit.  Therefore, for this analysis it was assumed that 

transportation improvements would continue over time to serve the existing and new residents of the 

community and that any transportation funding crisis, regardless of how real it may seem today, will be 

ultimately resolved because of citizen demands.  Therefore, for the purposes of this effort, it was assumed that 

the relative accessibility of the various zones in the region would not significantly change over time.  However, 

recently opened and planned facilities such as the extension of the Fort Bend Toll Road and the Westpark Toll 

Road, the SH 249/Tomball Tollway, the Grand Parkway, the Major Thoroughfare Plans of Houston and other 

area municipalities, known enhancements to existing facilities such as improvements to US 290, SH 288, I‐45 

South and I‐45 North, and light rail extensions were included.  

Contact with Area Agencies and Organizations 
In the course of developing small area  forecasts for previous Traffic and Revenue studies, CDS sought out the 

demographic and economic projections and opinions  from key public  sector agencies and officials and major 

private sector parties of  interest serving both the key areas around the toll roads  in question and the Houston 

region as a whole.  CDS’s goal was to understand the projections used by these organizations and to account for 

knowledge  and  insight  gained  from  conversations with  the  local  organizations.   Many  of  the  organizations 

contacted stated  that  they did not develop  their own projections, and  instead utilized  those provided  for  the 

region by H‐GAC.  As previously mentioned, H‐GAC projections were also considered in CDS’s efforts herein.  Data 

from  these organizations was collected both by contacting  the organizations directly and  researching publicly 

available data offered on their websites and other sources. 

CDS spoke with and reviewed an initial forecast with the following organizations for the TxDOT SH 249 Update 

(listed in the order in which meetings took place): 

The comments made by these offices and organizations were factored into many of the adjustments made to 

the small‐area forecasts for this project. 

‐ City of Tomball 

‐ City of Magnolia 

‐ Harris County Precinct 4 

‐ City of Montgomery 

‐ City of Navasota 

‐ Grimes County Precinct 2 

‐ Grimes County Precinct 4 
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The RAZ-Level Forecasts 
The forecasts at the RAZ level of geography were produced using a shift‐share forecasting methodology 

accounting for land availability throughout the process.   The methodology involved establishment of county‐

level forecasts from 2010 to 2040.  Then the shares of the future county housing units, population and jobs were 

estimated for each 5‐year period.   An example of the methodology, for Waller County is shown below. 

 

In each case, the shares of future growth were based on: 

 recent history of growth capture 

 information on growth from area agencies and organizations 

 expected future capture of the growth 

 estimation of the capacity of the vacant developable or redevelopable land in the RAZ for new development 

Shift Share Analysis Example 

RAZ Shares – Share of County Job Growth in Each 5‐Year Period 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

140 
 

21.9%  0.8%  13.8%  22.2%  22.4%  22.7%  23.8%  24.3%  24.3% 

141 
 

6.9%  4.7%  9.5%  11.1%  10.5%  10.1%  9.7%  9.5%  9.5% 

142 
 

67.1%  44.0%  68.1%  33.3%  34.1%  34.1%  34.7%  35.0%  36.0% 

143 
 

4.1%  50.5%  8.6%  33.3%  33.0%  33.1%  31.8%  31.1%  30.2% 
   

100.0%  100.0%  100.0%  100.0%  100.0%  100.0%  100.0%  100.0%  100.0% 

 

Jobs Year n = Jobs Year n‐5 + RAZ Share Year n × [County Jobs Year n   County Jobs Year n‐5] 
 

Jobs – Total Number of Jobs in the RAZ in the Year Shown 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

140  4,238  4,729  4,737  5,010  5,868  7,297  9,152  11,140  13,102  14,927 

141  1,874  2,029  2,072  2,260  2,691  3,361  4,186  4,995  5,760  6,473 

142  1,227  2,729  3,137  4,487  5,774  7,951  10,734  13,634  16,458  19,159 

143  274  365  833  1,004  2,291  4,400  7,099  9,750  12,261  14,523 

Total  7,612  9,851  10,778  12,761  16,623  23,008  31,172  39,518  47,581  55,082 
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Distributing RAZ-Level Forecast Data to the TAZ and SAZ 
RAZ to TAZ 
Allocation 

The forecasts for the 

199 RAZs were 

distributed to the 

smaller TAZs, for the 

entire 8‐county 

region.  The map on 

the right illustrates 

the 5,217 H‐GAC 

TAZs in the region.   

The methodology for 

the distribution of 

the expected growth 

within the RAZs to 

the smaller TAZs was 

straightforward.  For 

this effort, the CDS 

team: 

1. Reviewed 

information for each 

RAZ, including aerial 

photographs, data 

from the appraisal 

districts, information 

from area agencies 

and previous TAZ‐

level forecasts 

prepared by the H‐GAC; 

2.  Made an assessment as to the current distribution of housing units, jobs and population within each TAZ as a 

percentage of the total RAZ (using the team knowledge of trends and development plans); and 

3. Made an assessment of the future growth of housing and jobs in each TAZ of the expected growth of the 

entire RAZ; and applied those growth percentages to the expected RAZ total growth to produce estimates of 

future growth of housing, population and jobs in the smaller zones.   

TAZ Forecast Areas used for the TxDOT SH 249 Study 
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Forecasting Grimes County 
Creation of TAZs 

Grimes  County  is  not 

part  of  H‐GAC’s  8‐

county  forecasting 

region,  and  thus,  did 

not have a pre‐existing 

TAZ structure to work 

with.    For  the 

purposes  of  this 

project,  CDM  Smith 

defined 96 zones to be 

used  as  TAZs  within 

Grimes County.  These 

zones  are  largely 

made up of groups of 

Census  block  and 

block  group 

geographies. 

 

County to TAZ 
Allocation 

CDS employed the 

same shift‐share 

process for Grimes 

County TAZs as it did 

for the TAZs in the 8‐

county area.  One key 

difference was that 

the intermediate step of allocating the county‐wide forecasts to a RAZ level.  For Grimes County only, the county 

control totals are allocated directly to the TAZ.  The relatively small number of TAZs within Grimes County did 

not require an RAZ level to make adjusting the forecasts more manageable, as it does in counties with more 

zones.   

H-GAC and Grimes County TAZs on SH 249 Corridor 
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Summary of Considered Adjustments 
The following tables illustrate the considered changes in the forecasts at the small area (RAZ and TAZ) level.  The 

base from which these changes were considered is the HCTRA forecast that CDS issued in late 2016.  In some 

cases, change in the forecast was required, in other cases, the original projections adequately included the 

growth from the newly announced projects or changing conditions.  There are two tables, one for adjustments 

related to population and housing (residential developments) and one for adjustments related to employment 

(commercial developments).  A total of 250 TAZ‐level examinations and adjustments were made for this forecast 

along with 4 RAZ‐level adjustments. 

Population and Housing Adjustments 
County  RAZ  TAZ  Action  Comment 

Harris  107  1976 
All residential 
growth eliminated  Exclusively commercial, residential redevelopment not expected 

Harris  113  1787  Adjusted up  Later phase of Elyson 

Harris  113  1826 
Forecast sufficient, 
no adjustment  Elyson, first phase being developed here 

Harris  115  1942 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1945 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1946 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1947 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1948 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1950 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1953 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1959 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1960 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Harris  115  1962  Adjusted up slightly 
Johnson Development has acquired 1,619 acres on US 290 and 
Katy‐Hockley Road, expected to be a new residential subdivision 

Harris  115  1963  Adjusted up slightly 
Johnson Development has acquired 1,619 acres on US 290 and 
Katy‐Hockley Road, expected to be a new residential subdivision 

Harris  115  1964  Adjusted up slightly 
Johnson Development has acquired 1,619 acres on US 290 and 
Katy‐Hockley Road, expected to be a new residential subdivision 

Harris  115  1965  Adjusted up slightly 
Johnson Development has acquired 1,619 acres on US 290 and 
Katy‐Hockley Road, expected to be a new residential subdivision 

Harris  115  1968  Adjusted up slightly  Later phase of Elyson 

Harris  115  1971  Adjusted up slightly  Later phase of Elyson 

Harris  116  1616  Adjusted down  Residential growth will be limited 
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Harris  116  1903 
Forecast sufficient, 
no adjustment  Later phase of Elyson 

Harris  116  1904  Adjusted up slightly  Later phase of Elyson 

Harris  116  1905  Adjusted up slightly  Later phase of Elyson 

Harris  116  1906 
Forecast sufficient, 
no adjustment  Later phase of Elyson 

Harris  116  1918  Adjusted down  Residential growth will be limited 

Harris  118  2102  Adjusted up slightly  Rosehill Reserve, 1,500 home subdivision under construction soon 

Harris  118  2128  Adjusted up slightly  Current golf driving range slated for duplex development 

Harris  118  2130 
Forecast sufficient, 
no adjustment 

200 acres for sale along Telge Road, expected to become 
residential development 

Harris  118  2131 
Forecast sufficient, 
no adjustment 

200 acres for sale along Telge Road, expected to become 
residential development 

Harris  118  2133 
Adjusted down 
significantly 

Most expected development already underway, floodplain issues 
may limit, but not eliminate, growth 

Harris  118  2141  Adjusted down 
Former Humble oil field, development opportunities limited or 
restricted to commercial 

Harris  118  2142  Adjusted down 
Former Humble oil field, development opportunities limited or 
restricted to commercial 

Harris  118  2143  Adjusted down 
Former Humble oil field, development opportunities limited or 
restricted to commercial 

Harris  118  2145  Adjusted up 

Interest expressed in apartment development here, toll road 
construction should add drainage improvements which will open 
up development 

Harris  118  2146  Adjusted down  Largely built out, growth will be limited 

Harris  118  2147  Adjusted down  Largely built out, growth will be limited 

Harris  120  2191 
Forecast sufficient, 
no adjustment 

Yaupon Trails, a 37‐home subdivision under development here 
now 

Harris  120  2192  Adjusted up slightly  Interest expressed in apartment development here 

Harris  120  2193  Adjusted down  Location of Tomball High School, limited opportunities for growth 

Harris  120  2194  Adjusted down 
Largely built out, contains Tomball Jr. High School, growth will be 
limited 

Harris  120  2196  Adjusted down  Flood plain issues will limit growth 

Harris  120  2197  Adjusted up 
Tomball zoning has approved zoning for a 350‐unit multifamily 
complex as well as 350 single family home lots 

Harris  120  2199  Adjusted down 

Residential development should be limited by growth of the 
Tomball Regional Medical Center and associated medical‐oriented 
businesses 

Harris  120  2204  Adjusted up slightly 
A 50‐lot subdivision developed by Will Benson has been platted 
here 

Harris  120  2205 
Forecast sufficient, 
no adjustment 

Apartments, single family subdivisions, and mixed‐use 
development zoned on this site 

Harris  120  2206  Adjusted down  Largely built out, growth will be limited 

Harris  120  2207 
Forecast sufficient, 
no adjustment 

Reserves at Spring Lakes subdivision under development with 95 
homes, Raleigh Creek under development as well with 350 homes 
planned 
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Harris  120  2210 
Forecast sufficient, 
no adjustment 

Alexander Estates, a 251‐lot subdivision is planned near the 
intersection of Spell Road and Huffsmith‐Kohrville Road, floodplain 
issues may restrict growth elsewhere 

Harris  120  2211  Adjusted down  Floodplain issues may limit, but not eliminate, growth 

Harris  122  2218 
Forecast sufficient, 
no adjustment  Floodplain issues may limit, but not eliminate, growth 

Harris  122  2221  Adjusted down 
Kickerillo‐Mischer Preserve takes up much of this zone's remaining 
land 

Harris  122  2226  Adjusted up 
Raveneaux Country Club has been sold and may be redeveloped 
into housing 

Harris  122  2227  Adjusted down  Limited room for growth 

Harris  122  2231 
Adjusted up 
significantly 

Some home development going on here now, much vacant land 
available 

Harris  122  2233 
Forecast sufficient, 
no adjustment  Laurel Park subdivision under way now, near‐term growth 

Harris  122  2240  Adjusted down  Somewhat limited room for growth 

Harris  122  2242  Adjusted down  Limited room for growth 

Harris  122  2243  Adjusted down  Limited room for growth 

Harris  122  2251  Adjusted down  Development in this area will be largely commercial 

Harris  122  2261  Adjusted up slightly 
New apartment complexes recently opened with another expected 
in the near future 

Harris  122  2267  Adjusted down  Limited room for growth 

Harris  122  2271  Adjusted down  Limited room for growth 

Harris  122  2272  Adjusted down  Limited room for growth 

Harris  123  2176 
All residential 
growth eliminated  Exclusively commercial, residential redevelopment not expected 

Harris  123  2187  Adjusted up 
New home development off of Stuebner Airline and Middlestedt 
Rd. 

Harris  125  2327  Adjusted down  Limited room for growth 

Harris  125  2328  Adjusted down  Limited room for growth 

Harris  125  2329  Adjusted down  Limited room for growth 

Harris  125  2330  Adjusted down  Limited room for growth 

Harris  125  2331  Adjusted down  Limited room for growth 

Harris  125  2332  Adjusted down  Limited room for growth 

Montgomery  136  4272  Adjusted up slightly  Lake Creek Village underway, includes 104 single family lots 

Montgomery  136  4274  Adjusted up slightly  Villas of Mia Lago, 42 single family lots under construction 

Montgomery  136  4275  Adjusted up slightly 
Waterstone section 2 has 84 single family lots platted, also an 80‐
acre housing development is presently in the planning stages 

Montgomery  136  4277  Adjusted up slightly 
Terra Vista has 62 single family lots platted, there is also an 80‐acre 
housing development currently in the planning stages 

Montgomery  137  4245 
Adjusted down 
significantly  Limited room for growth 

Montgomery  137  4246 
Forecast sufficient, 
no adjustment  Growth opportunities here, but several years off 

Montgomery  137  4251  Adjusted down  Floodplain issues may limit, but not eliminate, growth 
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Montgomery  137  4253  Adjusted up slightly 
Watermere at The Woodlands age‐restricted multifamily 
development under construction 

Montgomery  137  4257  Adjusted down  4,000‐acre Mitchell Conservancy will limit growth 

Montgomery  137  4258 
Forecast sufficient, 
no adjustment  Heritage Plaza apartments adding 64 units 

Montgomery  138  4230  Adjusted up slightly 
A total of 111 single family homes planned, most in Hills of Town 
Creek 

Montgomery  138  4235 
Forecast sufficient, 
no adjustment 

Escondido Ranch 150‐acre subdivision, includes part of 5,900‐acre 
Woodard tract with 1,600 home section planned to start in 2019 

Montgomery  138  4236  Adjusted up slightly 
Includes part of large "Woodard Tract" which will likely begin 
development once the toll road opens 

Montgomery  138  4237  Adjusted up slightly 
Crown Ranch subdivisions nearly built out but the Bluejack 
National development is still in its early stages 

Montgomery  138  4241  Adjusted up slightly  Expansion and extension of Keenan Cut Off Rd. should drive growth 

Montgomery  138  4242 
Forecast sufficient, 
no adjustment 

Mill Creek residential development, 500+ homes planned, expected 
to open in late 2018, expansion and extension of Keenan Cut Off 
Rd. should drive growth 

Montgomery  138  4243 
Forecast sufficient, 
no adjustment 

Expansion and extension of Keenan Cut Off Rd. should drive 
growth, 1,200‐acre High Meadow Estates subdivision underway 
now, includes part of large "Woodard Tract" which will likely begin 
development once the toll road opens 

Montgomery  139  4210  Adjusted up slightly 
Extension of Nicholls Sawmill Rd. will open up additional 
development opportunities 

Montgomery  139  4211  Adjusted up slightly 
Extension of Nicholls Sawmill Rd. will open up additional 
development opportunities 

Montgomery  139  4212  Adjusted down  Limited room for growth 

Montgomery  139  4213 
Forecast sufficient, 
no adjustment  548 lot Glen Oaks subdivision under development 

Montgomery  139  4214  Adjusted down  Limited room for growth 

Montgomery  139  4216  Adjusted up slightly  Large undeveloped tract in the middle of this zone 

Montgomery  139  4220 
Forecast sufficient, 
no adjustment 

Legacy Trust residential site is 2,600 acres with a 1,400 home first 
phase to start in 2018, 479‐acre Magnolia Ridge subdivision is 
underway now 

Montgomery  139  4221 
Forecast sufficient, 
no adjustment 

Legacy Trust owns a 300‐acre tract north of FM 1488, Mustang 
Ridge to include 240 homes on 74 acres, includes part of 5,900 acre 
Woodard Tract 

Montgomery  139  4223 
Adjusted down 
slightly 

Magnolia Reserve subdivision under way now, 216 homes being 
built on 170 acres, floodplain and school district‐owned property 
could limit growth 

Montgomery  139  4228 
Forecast sufficient, 
no adjustment 

Reynolds Reserve subdivision with 240 homes planned, 1,100 
townhomes planned as well 

Montgomery  139    
Adjusted down at 
the RAZ level 

Too much land built out to hold as much growth as initially 
expected 

Waller  140  3987 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 
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Waller  140  3988 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  140  3991 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  140  3995 
Adjusted up 
significantly 

Planned Woodhaven Estates development, 2,700 acres with a 564 
home first phase and over 4,000 homes at build‐out, timeframe 
unknown 

Waller  140  3997 
Adjusted up 
significantly 

Planned Woodhaven Estates development, 2,700 acres with a 564 
home first phase and over 4,000 homes at build‐out, timeframe 
unknown 

Waller  140  4001 
Adjusted up 
significantly 

Planned Woodhaven Estates development, 2,700 acres with a 564 
home first phase and over 4,000 homes at build‐out, timeframe 
unknown 

Waller  142  3888 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  142  3889  Adjusted up slightly  LGI Homes planning a 1,000 lot, 281‐acre subdivision 

Waller  142  3891 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  142  3892 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  142  3893 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Waller  142  3934 
All residential 
growth eliminated  Katy Prairie Conservancy will limit or eliminate growth 

Galveston  174    
Adjusted up at the 
RAZ level  League City growth expected to be higher than initially forecast 

Galveston  175  4699 
Forecast sufficient, 
no adjustment  Empire Land planning a 206‐acre subdivision with 540 homes 

Galveston  175    
Adjusted up at the 
RAZ level  League City growth expected to be higher than initially forecast 

Galveston  176    
Adjusted down at 
the RAZ level  Growth should be more limited in San Leon and Bacliff 

Liberty  195  4480 
Adjusted up 
significantly 

River Ranch subdivision development planned, construction to 
begin before 2020, covers 7,000 acres 

Liberty  195  4484 
Adjusted up 
significantly 

River Ranch subdivision development planned, construction to 
begin before 2020, covers 7,000 acres 

Liberty  198  4453 
Adjusted up 
significantly 

Grand Oaks Reserve, new master planned community just begun 
on 615 acres at the intersection of SH 105 and 321 in Cleveland, 
976 homes, 200 in first phase beginning in 2018 

Grimes  Grimes  9535  Adjusted up slightly  Navasota expects its housing growth to move this direction 

Grimes  Grimes  9558  Adjusted up slightly  Building currently going on off of CR 208 and CR 215 past Anderson 

Grimes  Grimes  9573 
Forecast sufficient, 
no adjustment 

NOV owns 2,000 acres here and is looking to sell, considerable 
development could occur 

Grimes  Grimes  9584  Adjusted up slightly 
Pecan Lakes phase 2 slated to add 75‐100 homes, Heritage 
Meadows could add as many as 150 homes 
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Grimes  Grimes  9598  Adjusted up 
Multifamily and mixed‐use development expected eventually on 
this current pastureland 

Grimes  Grimes  9604 
Forecast sufficient, 
no adjustment 

Developer interested in building a 30 home subdivision, Navasota 
expects its housing growth to move this direction 

Grimes  Grimes  9618  Adjusted up 
Stone Ridge subdivision plans to add 100 homes in phase 2 with 
another phase possible in the future 

Grimes  Grimes  9662  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 

Grimes  Grimes  9665  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 

Grimes  Grimes  9666  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 

Grimes  Grimes  9667  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 

Grimes  Grimes  9669  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 

Grimes  Grimes  9671  Adjusted down 
Much of this land along 105 is expected to be commercial, 
floodplain issues could limit growth elsewhere 

Grimes  Grimes  9678  Adjusted down 
Zone has considerable development already, along with floodplain 
issues growth could be limited 
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Harris  90  1318  Adjusted up slightly 
49,500 SF of new crane‐ready industrial space planned by NAI 
Partners 

Harris  104  901 
Forecast sufficient, 
no adjustment  Holiday Inn Express under construction now 

Harris  104  1766 
Forecast sufficient, 
no adjustment 

Homewood Suites under construction now, expected to be 
complete by late 2017 

Harris  108  1007 
Forecast sufficient, 
no adjustment 

Amazon's new 860,000 SF order fulfillment facility in Pinto Park to 
employ 2,500 

Harris  109  1110  Adjusted down  Near term growth prospects limited 

Harris  109  1111  Adjusted up 
Greenspoint Mall recently sold, desire is to be redeveloped into 
commercial/mixed use 

Harris  111  1735 
Forecast sufficient, 
no adjustment  Part of I‐10/99 employment node 

Harris  111  1737  Adjusted up slightly  Part of I‐10/99 employment node 

Harris  113  1787  Adjusted up slightly  Part of 99/FM 529 employment node 

Harris  113  1789 
Adjusted up 
significantly  Part of 99/FM 529 employment node 

Harris  113  1832 
Forecast sufficient, 
no adjustment  Part of I‐10/99 employment node 

Harris  113  1837  Adjusted up slightly  New UH Campus planned, part of I‐10/99 employment node 

Harris  116  1882  Adjusted up slightly 
AIV LP and Gulf Coast Modification to build a 320,000 SF office and 
warehouse facility to finish by late 2018 

Harris  116  1901  Adjusted up  Site of planned Bridgeland Town Center 

Harris  116  1905  Adjusted up  Part of 99/FM 529 employment node 

Harris  116  1910  Adjusted up 
Part of 99/FM 529 employment node, includes recently opened 
Cypress Park high school 

Harris  116  1917  Adjusted up 
FedEx facility under construction now, 200,000 SF larger than 
originally expected, now 1.1 million SF total 

Harris  116  1920  Adjusted up  Site of planned Bridgeland Town Center 

Harris  116  1922  Adjusted up  Site of planned Bridgeland Town Center 

Harris  116  1924  Adjusted up  Site of planned Bridgeland Town Center 

Harris  116  1927  Adjusted up  Site of proposed Towne Lake Town Center 

Harris  116  1933  Adjusted up  Site of proposed Towne Lake Town Center 

Harris  117  2094  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2017  Adjusted up  Premium Outlet Mall 

Harris  118  2018  Adjusted up  Major shopping center 

Harris  118  2020  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2022  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2025  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2026  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2093  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2096  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2097  Adjusted up  Grand Parkway frontage should encourage growth 
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Harris  118  2098  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2101  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2102  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2103  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2130  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2132  Adjusted up  Grand Parkway frontage should encourage growth 

Harris  118  2139 
Forecast sufficient, 
no adjustment  Part of 99/SH 249 employment node 

Harris  118  2140  Adjusted up  Part of 99/SH 249 employment node 

Harris  118  2141  Adjusted up slightly 
New Harris County facility and Nabors Drilling facility planned, 
2,000 employees expected between the two 

Harris  118  2142  Adjusted up slightly  Grand Parkway frontage should encourage growth 

Harris  118  2146  Adjusted up slightly  More room for commercial growth expected here than in 2147 

Harris  118  2147 
Adjusted down 
slightly  Lone Star College campus here but land is largely built out 

Harris  119  2125  Adjusted up slightly  Matzke Elementary relocating and under construction here 

Harris  120  2192  Adjusted up slightly  Retail expected along Brown Road toward SH 249 

Harris  120  2194  Adjusted down  Largely built out, growth will be limited 

Harris  120  2196 
Job growth 
eliminated  No land zoned for commercial development here 

Harris  120  2198 
Forecast sufficient, 
no adjustment 

Growth expected at Tomball Regional Medical Center and 
associated medical‐oriented businesses 

Harris  120  2199 
Forecast sufficient, 
no adjustment 

Growth expected at Tomball Regional Medical Center and 
associated medical‐oriented businesses 

Harris  120  2204  Adjusted up  Zoned for mixed‐use, retail, office, and a hotel 

Harris  120  2206  Adjusted down  Largely built out, growth will be limited 

Harris  120  2207  Adjusted down  No land zoned for commercial development here 

Harris  120  2208  Adjusted up  Baker Hughes and NOV have facilities here with plans to expand 

Harris  120  2210  Adjusted up slightly 
Klein ISD plans to open 3 schools here, near the corner of FM 2920 
and Huffsmith‐Kohrville Road, elementary, middle, and high school 

Harris  120  2211  Adjusted up slightly  Commercial opportunities along Grand Parkway frontage 

Harris  121  2247  Adjusted down  Limited room for growth 

Harris  121  2248 
Adjusted up 
significantly  New Klein ISD middle school planned 

Harris  122  2214  Adjusted up slightly  90,000 SF shopping center under construction 

Harris  122  2223  Adjusted up slightly 
Klein Cain High School recently opened along with redeveloping 
strip center 

Harris  122  2228  Adjusted up slightly 
Klein ISD holds property here, Grand Parkway frontage should 
encourage growth 

Harris  122  2229  Adjusted up slightly  Grand Parkway frontage should encourage growth 

Harris  122  2231 
Forecast sufficient, 
no adjustment 

Klein ISD administration building recently expanded, no future 
plans 

Harris  122  2237 
Adjusted up 
significantly 

Grand Parkway Marketplace shopping center now open, much still 
under construction 
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County  RAZ  TAZ  Action  Comment 

Harris  122  2254 
Forecast sufficient, 
no adjustment 

HP constructing a 378,000 SF office campus in Springwoods Village, 
will house 2,400 employees when complete 

Harris  122  2254 
Forecast sufficient, 
no adjustment 

XTO Energy, an Exxon Mobil subsidiary, moving 1,200 employees to 
Springwoods Village campus by 2018, another 400 to move in by 
2020 

Harris  122  2261  Adjusted up slightly  Business Park development with sites expected to be developed 

Harris  122  2271  Adjusted up slightly  No reason for significant reduction in jobs 

Harris  123  1976  Adjusted up slightly 
Some room for additional commercial growth next to shopping 
center 

Harris  123  2154  Adjusted down  Limited room for growth 

Harris  123  2155  Adjusted down  Limited room for growth 

Harris  123  2172 
Adjusted down 
slightly  Hospital has no current plans for growth 

Harris  123  2175  Adjusted up 
Clay development beginning construction on a 293,000 SF 
distribution center in Cutten Road business park 

Harris  123  2176  Adjusted up 
Willowbrook Mall and surrounding land could add employment 
through redevelopment 

Harris  125  2327  Adjusted up  New business park announced 

Montgomery  128  4179 
Adjusted up 
significantly 

Insperity Centre 4, 100,000 SF building completed in January 2017, 
will have at least 200 employees 

Montgomery  129  4152  Adjusted up slightly 

Valley Ranch Medical District planned on the southern end of the 
Valley Ranch Development, CHI St. Luke's to build the hospital, no 
timetable as of yet 

Montgomery  132  4115 
Forecast sufficient, 
no adjustment 

Commercial growth from major retail center, industrial sites, and 
recently‐opened private school 

Montgomery  136  4271  Adjusted up slightly  35 acres of retail or small office development planned 

Montgomery  136  4272 
Forecast sufficient, 
no adjustment 

A 125,000 SF Kroger along with additional retail is planned, Lake 
Creek Village has 22 acres designated for commercial use 

Montgomery  136  4275  Adjusted up slightly 
Montgomery Summit Business Park section 1, partially occupied on 
21 acres 

Montgomery  137  4244 
Forecast sufficient, 
no adjustment  Future HEB grocery‐anchored retail center 

Montgomery  137  4246  Adjusted up  Expansion and extension of Keenan Cut Off Rd. should drive growth 

Montgomery  137  4251  Adjusted down  Floodplain issues may limit, but not eliminate, growth 

Montgomery  137  4253 
Forecast sufficient, 
no adjustment 

Marcel Town Center under construction, 70,000 SF retail and office 
mixed use 

Montgomery  137  4257  Adjusted up  Expansion and extension of Keenan Cut Off Rd. should drive growth 

Montgomery  137  4258 
Forecast sufficient, 
no adjustment 

47 acres of mixed‐use commercial proposed, mostly retail including 
a McCoy's Hardware store 

Montgomery  138  4230 
Forecast sufficient, 
no adjustment  Heritage Place Medical center, an 18,000 SF medical office planned 

Montgomery  138  4235 
Forecast sufficient, 
no adjustment 

Escondido Ranch development to have business park/commercial 
component, Along SH 249 route, which should be a major driver of 
commercial growth 

Montgomery  138  4236 
Forecast sufficient, 
no adjustment 

Along SH 249 route, which should be a major driver of commercial 
growth 
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County  RAZ  TAZ  Action  Comment 

Montgomery  138  4241  Adjusted up  Expansion and extension of Keenan Cut Off Rd. should drive growth 

Montgomery  138  4242 
Forecast sufficient, 
no adjustment 

Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  138  4243 
Forecast sufficient, 
no adjustment 

Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4206 
Forecast sufficient, 
no adjustment  Business Park driving growth here 

Montgomery  139  4208 
Forecast sufficient, 
no adjustment  Business Park driving growth here 

Montgomery  139  4211  Adjusted down  Commercial activity here will be limited 

Montgomery  139  4217  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4218  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4219  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4220  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4221  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4222  Adjusted down  Limited room for growth 

Montgomery  139  4223 
Forecast sufficient, 
no adjustment 

Business park planned on two adjacent tracts along FM 1488, 
Buckgrass and Halberdier 

Montgomery  139  4224  Adjusted down  Limited room for growth 

Montgomery  139  4226  Adjusted up slightly 

Along SH 249 route, which should be a major driver of commercial 
growth, New Magnolia ISD High School planned to open in the next 
5 years 

Montgomery  139  4227  Adjusted up slightly 
Along SH 249 route, which should be a major driver of commercial 
growth 

Montgomery  139  4228  Adjusted up slightly 

HEB grocery and shopping center to open in late 2018, another 
shopping center planned off of Spur 149 Rd, Lone Star College is 
looking for land to build a new campus in this area 

Waller  143  3876 
Adjusted up 
significantly 

Texas Heritage Marketplace planned by NewQuest, a 450,000 SF 
grocery‐anchored retail center 

Fort Bend  148  3822  Adjusted up 
Hudson Products to expand their current facility with a 51,600 SF 
addition, expected to add 150 employees 

Fort Bend  156  3755  Adjusted up 

TexPharma to construct 210,000 SF building in new Rosenberg 
Business Park, will have 300 jobs by 2024 and as many as 500 
eventually 

Galveston  174  4667  Adjusted up 
Pinnacle Park commercial development, Cabela's store recently 
opened with 110 room Fairfield Inn planned, more space available 

Chambers  191  4553  Adjusted up 
146‐acre retail/mixed use project in the conceptual stages at I‐10 
and SH 146 

Chambers  191  4558  Adjusted up slightly 
Ravago Americas holds 200 acres and plans to build a 1.5 million SF 
distribution center, 
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County  RAZ  TAZ  Action  Comment 

Chambers  191  4564  Adjusted up slightly 

Vinmar and Avera Cos developing 500,000 SF rail‐served 
distribution facility, JSW Steel modernizing its existing facility and 
considering adding a new facility that would employ 500 

Grimes  Grimes  9570 
Forecast sufficient, 
no adjustment 

Land should be in demand for industrial users but utility issues and 
the inability to provide 3 phase power could limit growth 

Grimes  Grimes  9573 
Forecast sufficient, 
no adjustment 

NOV owns 2,000 acres here and is looking to sell, considerable 
development could occur 

Grimes  Grimes  9584 
Forecast sufficient, 
no adjustment  Tubescope employs several hundred here now 

Grimes  Grimes  9604 
Forecast sufficient, 
no adjustment 

New Walmart to be built, a modular housing manufacturer also 
planning a facility here that could add 300 employees by 2025 

Grimes  Grimes  9662 
Forecast sufficient, 
no adjustment 

Land should be in demand for industrial users but utility issues and 
the inability to provide 3 phase power could limit growth 

Grimes  Grimes  9665 
Forecast sufficient, 
no adjustment 

Land should be in demand for industrial users but utility issues and 
the inability to provide 3 phase power could limit growth 

Grimes  Grimes  9670 
Forecast sufficient, 
no adjustment 

Land should be in demand for industrial users but utility issues and 
the inability to provide 3 phase power could limit growth 

Grimes  Grimes  9671 
Forecast sufficient, 
no adjustment 

Land should be in demand for industrial users but utility issues and 
the inability to provide 3 phase power could limit growth 

Grimes  Grimes  9684 
Adjusted up 
significantly 

NOV facility could add jobs again, cut jobs considerably from just a 
few years ago from 800 to 250 
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Disaggregation of Households and Employment by Type 
In addition to producing forecasts using H‐GAC’s newest TAZ structure, CDS was tasked with providing 

disaggregated forecasts for households and employment as H‐GAC does.  The household forecast was 

disaggregated by multiple characteristics: household size, number of workers living in household, and household 

income level.  The employment disaggregation is more straightforward, dividing up the total number of jobs into 

ten industry‐specific categories.  All of these categories and disaggregation were defined by H‐GAC, and CDS was 

tasked with matching H‐GAC’s format in the data that was delivered.  The process CDS used to produce these 

disaggregated forecasts is described in the figures below. 

 

Household Disaggregation 
Task  Step  Action 

Create master file 
of households by 
size, by TAZ for 
CDS projections 

1  Create 2010 base file of number of HHs by size by TAZ from Census 

2  Compute average HH size by TAZ 

3  Create table of breakdown of HHs by size for typical TAZs by average HH size 

4 
Using average HH size for each TAZ in future periods, compute distribution of HHs by size by 
TAZ in all future periods 

Create starting 
Base Demographic 

File 

5 
Use H‐GAC file percentages of workers per HH and HH income by HH size to compute TAZ 
breakdowns of all variables for all future periods – using our number of HHs by size – 
rounded to integers 

6 
Locate TAZs where the CDS forecast contains data but the H‐GAC forecast does not and fill 
these gaps with shares from similar nearby TAZs 

Make adjustments 
in the Focus Area 

based upon 
reasonable 

expectation of 
demographic 

shifts 

7 
From the Base Demographic File completed in 5, Compute the average number of workers 
per household and the average income of each TAZ into future periods 

8 
Evaluate each TAZ in the Focus Area on future average income projections and make 
adjustment to the Base Demographic File based on CDS expectations of future income shifts. 

9 
Evaluate each TAZ in the Focus Area on future average workers per HH projections and make 
adjustment to the Base Demographic File based on CDS expectations of future demographic 
shifts. 

H-GAC Income Range 
Categories 

Income 
Code 

Household Income 
Range 

0  $0‐ 22K 

1  $23‐40K 

2  $41‐65K 

3  $66‐100K 

4  $101K+ 

Example Household Disaggregated Data File Structure 
The resultant file for each TAZ may look like this, with a maximum of 70 

records per TAZ.  There are 5 categories for HH size, 3 for workers, and 5 for 

income (see chart to the right for income category definitions). 

TAZ  HHSZ  WORKERS  HH INCOME  HHS 

1  1  0  0  2 
1  1  1  0  3 
1  1  1  1  1 
1  1  1  3  9 
1  2  0  4  4 
1  2  1  1  6 
1  2  2+  2  12 
1  2  2+  3  25 
1  3  1  2  11 
1  3  2+  3  6 
1  4  1  0  11 
1  4  2+  1  2 
1  4  2+  2  5 
1  5+  1  0  1 
1  5+  2+  2  1 
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Employment Disaggregation 
Task  Step  Action 

Create starting 
Base Employment 

File 

1 
Use H‐GAC file percentages of jobs by land use category and apply to CDS jobs 
forecast to compute TAZ breakdowns of all categories for all future periods. 

2 
Locate TAZs where the CDS forecast contains data but the H‐GAC forecast does 
not and fill these gaps with shares from similar nearby TAZs 

Make 
adjustments in 
the Focus Area  

3 
Within the focus area only, evaluate each TAZ to determine if the distribution of 
jobs by category is reasonable based on current trends and CDS expectations. 

4  Make adjustments as necessary and create the final jobs file. 

 

 

   

H-GAC Employment Categories 

Abbreviation  Description 

EDUK12  Primary and secondary education 

EDUPOST  Post‐secondary education 

ENTERTAIN  Entertainment and media * 

RESTAUR  Restaurant and hospitality * 

RETAIL  Retail 

INDUST  Industrial and manufacturing 

OFFICE  Office, non‐medical 

MED1  Hospital and clinic 

MED2  Medical professional 

GOVERN  Government, public agency 

 

* These two categories remain in H‐GAC’s disaggregated forecast structure but contain no data 

throughout every TAZ and forecast year.  CDS also does not forecast jobs for these categories, but 

retains their place in the table structure.  Jobs that would fall in these two categories are assumed to 

be located in the retail category. 
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2015 – 2040 Projected Population Growth per Square Mile by TAZ 
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2015 – 2040 Projected Population Growth per Square Mile by TAZ – SH 249 Area 
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2015 – 2040 Projected Job Growth per Square Mile by TAZ 
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2015 – 2040 Projected Job Growth per Square Mile by TAZ – SH 249 Area 
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The following charts compare this most recent CDS forecast with the H‐GAC 2040 forecast provided to CDS in 

late 2017.  The green areas are where the CDS forecast of population or job growth from 2015 to 2040 is greater 

than that of H‐GAC.  The red areas are those where CDS’ forecasts are lower than H‐GAC.  These charts divide 

the change by the area of the zone to eliminate bias for large vs. small zones. 
   

Comparison of Population Growth Density 2015 – 2040  
CDS Forecast Compared with 2017 H‐GAC 2040 Forecast by TAZ 
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Comparison of Population Growth Density 2015 – 2040 – SH 249 Area 
CDS Forecast Compared with 2017 H‐GAC 2040 Forecast by TAZ 
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Comparison of Job Growth Density 2015 – 2040  
CDS Forecast Compared with 2017 H‐GAC 2040 Forecast by TAZ 
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Comparison of Job Growth Density 2015 – 2040 – SH 249 Area 
CDS Forecast Compared with 2017 H‐GAC 2040 Forecast by TAZ 
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PROJECT DELIVERABLES 
In addition to this report, several electronic datasets were produced and sent to CDM Smith.  A list of the 

delivered files is below.  In addition to the 5‐year interval datasets from 2010‐2040, 2017 datasets for 

households and employment were also requested and delivered for the H‐GAC forecast area counties.  These 

2017 datasets were created by interpolating the 2015 and 2020 datasets. 

 

1. Excel spreadsheet files:  
a. 11‐21‐2017 CDS Forecast 2010‐2040 Data and Summary.xlsx 

b. 11‐21‐2017 CDS Forecast 2017 Data and Summary.xlsx 

c. taz5217_employment_2010_CDS_11‐21‐2017.xlsx 

d. taz5217_employment_2015_CDS_11‐21‐2017.xlsx 

e. taz5217_employment_2017_CDS_11‐21‐2017.xlsx 

f. taz5217_employment_2020_CDS_11‐21‐2017.xlsx 

g. taz5217_employment_2025_CDS_11‐21‐2017.xlsx 

h. taz5217_employment_2030_CDS_11‐21‐2017.xlsx 

i. taz5217_employment_2035_CDS_11‐21‐2017.xlsx 

j. taz5217_employment_2040_CDS_11‐21‐2017.xlsx 

k. taz5217_households_tad_2010_CDS_11‐21‐2017.xlsx 

l. taz5217_households_tad_2015_CDS_11‐21‐2017.xlsx 

m. taz5217_households_tad_2017_CDS_11‐21‐2017.xlsx 
n. taz5217_households_tad_2020_CDS_11‐21‐2017.xlsx 

o. taz5217_households_tad_2025_CDS_11‐21‐2017.xlsx 

p. taz5217_households_tad_2030_CDS_11‐21‐2017.xlsx 

q. taz5217_households_tad_2035_CDS_11‐21‐2017.xlsx 

r. taz5217_households_tad_2040_CDS_11‐21‐2017.xlsx 

s. 11‐21‐2017 CDS Forecast 2010‐2040 Data and Summary for Grimes.xlsx 

2. ARC GIS shape files: 
a. 11_21_2017_CDS_Forecast_2010_2040_8_County.cpg 

b. 11_21_2017_CDS_Forecast_2010_2040_8_County.dbf 

c. 11_21_2017_CDS_Forecast_2010_2040_8_County.prj 

d. 11_21_2017_CDS_Forecast_2010_2040_8_County.sbn 

e. 11_21_2017_CDS_Forecast_2010_2040_8_County.sbx 

f. 11_21_2017_CDS_Forecast_2010_2040_8_County.shp 

g. 11_21_2017_CDS_Forecast_2010_2040_8_County.shx 

h. 11_21_2017_CDS_Forecast_2010_2040_Grimes.cpg 

i. 11_21_2017_CDS_Forecast_2010_2040_Grimes.dbf 

j. 11_21_2017_CDS_Forecast_2010_2040_Grimes.prj 

k. 11_21_2017_CDS_Forecast_2010_2040_Grimes.sbn 

l. 11_21_2017_CDS_Forecast_2010_2040_Grimes.sbx 

m. 11_21_2017_CDS_Forecast_2010_2040_Grimes.shp 

n. 11_21_2017_CDS_Forecast_2010_2040_Grimes.shx    
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APPENDIX A – RAZ-LEVEL FORECASTS 
Population 
Harris County Population (RAZ 1 to 127) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

1  7,059  6,733  7,070  2,298  4,309  5,334  6,704  7,986  9,045  10,061 

2  34,882  40,537  38,432  30,622  31,868  32,743  33,485  34,068  34,512  34,924 

3  3,451  3,310  3,572  3,691  4,529  5,527  6,808  8,038  9,052  10,019 

4  5,224  5,819  6,743  6,466  8,944  10,413  12,657  15,022  16,975  18,845 

5  23,136  23,668  24,054  20,031  22,045  23,266  25,182  27,088  28,678  30,229 

6  30,347  32,828  33,931  36,071  38,535  39,788  41,462  43,302  44,844  46,406 

7  10,008  10,263  11,901  15,368  19,559  21,206  24,204  25,652  26,854  28,029 

8  32,026  30,313  28,539  28,984  30,660  31,550  32,463  33,915  35,113  36,280 

9  31,094  32,503  31,681  27,745  28,362  28,769  29,200  29,616  29,964  30,301 

10  5,500  5,171  4,638  4,780  5,067  5,338  5,755  6,180  6,537  6,881 

11  4,305  3,948  4,016  3,610  4,185  4,480  4,883  5,270  5,595  5,910 

12  9,001  9,230  9,004  8,408  8,695  8,843  9,044  9,238  9,400  9,558 

13  53,057  54,171  50,745  44,820  46,433  47,043  47,442  47,827  48,149  48,462 

14  22,863  24,108  23,126  21,761  23,029  24,066  25,443  26,782  27,889  28,947 

15  6,816  7,133  8,392  4,797  5,160  5,383  5,683  5,972  6,212  6,447 

16  7,891  10,180  11,002  10,077  13,301  14,115  15,483  17,039  18,532  20,193 

17  23,623  24,055  24,432  25,495  28,852  30,357  32,251  34,058  35,543  36,958 

18  4,360  4,387  4,396  4,918  6,956  7,624  8,536  9,407  10,125  10,826 

19  13,164  12,918  12,544  11,944  12,750  13,157  13,621  14,094  14,492  14,873 

20  16,649  19,881  20,735  20,746  23,050  24,134  25,611  27,032  28,220  29,375 

21  17,650  20,123  20,835  22,611  25,029  25,842  26,663  27,190  27,629  28,057 

22  21,524  25,383  27,226  27,444  27,856  28,067  28,354  28,631  28,863  29,089 

23  11,567  14,906  14,658  18,139  22,976  25,416  26,517  27,044  27,483  27,911 

24  5,799  6,304  5,919  6,227  6,514  6,665  7,528  8,913  10,072  11,247 

25  7,210  8,413  8,118  8,057  11,578  13,344  15,404  16,742  17,302  17,862 

26  4,247  4,315  5,321  6,293  7,341  7,753  8,304  8,831  9,270  9,698 

27  16,446  16,375  17,513  19,927  24,361  25,009  25,482  25,814  26,054  26,272 

28  36,343  35,346  33,431  32,781  33,587  34,197  35,292  36,946  38,314  39,620 

29  17,507  18,981  18,621  18,219  19,872  20,922  22,443  23,900  25,100  26,243 

30  22,071  23,223  22,235  23,448  24,296  24,815  25,544  26,264  26,864  27,437 

31  36,736  43,658  42,406  40,868  41,190  41,352  41,571  41,779  41,948  42,114 

32  43,282  50,987  50,646  49,203  50,353  51,119  52,219  53,315  54,230  55,104 

33  42,160  40,988  40,022  42,021  45,467  47,008  48,948  50,798  52,318  53,766 

34  13,848  15,958  16,908  22,329  27,166  29,610  35,875  41,159  45,552  49,842 

35  31,636  34,003  32,734  32,165  33,405  34,245  35,576  36,825  37,855  38,842 

36  12,130  12,633  12,263  12,095  12,180  12,225  12,284  12,342  12,391  12,437 

37  7,537  8,327  8,990  8,720  8,925  9,218  9,695  10,188  10,603  11,003 

38  32,158  45,475  45,779  42,538  44,956  45,769  46,590  47,628  48,563  49,455 

39  10,144  10,860  11,210  14,922  20,564  23,385  27,087  29,681  31,813  33,890 

40  28,108  33,039  35,142  39,480  41,544  42,805  44,627  46,467  47,769  49,017 

41  8,433  9,898  10,288  10,165  10,363  10,463  10,599  10,727  10,832  11,361 

42  4,128  5,086  5,248  5,063  5,924  6,239  6,595  6,921  7,186  7,436 

43  27,826  31,932  31,716  30,018  30,824  31,638  31,898  32,201  32,465  32,722 
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RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

44  31,464  32,420  31,728  29,582  31,593  32,518  33,696  34,823  35,750  36,635 

45  17,983  21,232  21,035  20,698  21,303  21,725  22,240  22,726  23,124  23,503 

46  9,300  10,846  10,753  11,708  12,196  12,419  12,701  12,972  13,194  13,406 

47  9,240  9,568  9,669  9,559  9,769  9,881  10,180  10,325  10,445  10,562 

48  17,151  16,225  15,761  15,531  16,721  17,341  18,169  18,976  19,643  20,281 

49  17,404  21,503  23,153  29,302  33,019  34,909  36,872  38,976  40,278  41,378 

50  70,823  84,595  90,484  101,675  108,490  111,954  116,442  119,595  122,416  124,768 

51  8,193  9,263  9,232  9,144  9,186  9,207  9,236  9,264  9,287  9,309 

52  22  47  67  0  41.656056  86.206767  385.81837  530.15541  650.11588  767.21302 

53  53,656  60,887  59,208  60,762  60,762  61,158  61,868  62,620  63,258  63,871 

54  53,537  62,017  62,150  63,936  65,091  66,120  67,689  69,282  70,617  71,897 

55  60  34  31  33  47.99618  70.54654  100.81034  245.14737  365.10784  482.20499 

56  17,586  23,450  27,229  38,284  43,241  44,954  46,442  47,826  48,986  50,161 

57  21,080  21,826  22,604  28,176  33,818  37,076  41,163  43,399  45,273  46,448 

58  12,928  15,404  16,031  22,417  26,448  28,888  32,993  37,148  39,344  41,439 

59  12,759  14,774  17,103  25,604  30,561  32,661  35,185  37,551  39,286  40,947 

60  62,877  79,845  82,704  76,613  77,188  77,955  79,194  80,470  81,545  82,579 

61  30,861  38,268  39,039  34,689  34,717  34,733  34,753  34,772  34,788  34,805 

62  51,030  70,290  72,699  69,126  70,467  71,153  72,083  72,948  73,673  74,457 

63  37,548  43,258  44,563  48,956  51,777  53,811  56,807  59,404  61,563  63,251 

64  22,154  22,884  23,092  23,460  24,321  24,775  25,387  25,978  26,469  26,948 

65  72,139  85,193  86,253  81,823  83,514  85,075  86,866  88,479  89,600  90,272 

66  6,814  8,137  8,104  9,878  11,118  11,747  12,589  13,377  14,028  14,652 

67  22,112  27,488  27,790  24,664  27,825  29,323  31,251  33,106  34,635  36,092 

68  59,259  67,714  66,482  73,030  75,313  76,535  78,218  80,058  81,793  83,662 

69  10,621  10,940  11,425  11,590  13,183  13,929  14,887  15,805  16,562  17,282 

70  21,482  26,282  26,742  28,847  29,184  29,384  29,654  29,914  30,130  30,340 

71  11,795  15,152  15,212  17,466  18,086  18,716  19,557  20,345  20,996  21,620 

72  10,895  12,591  12,225  11,639  11,681  11,703  11,733  11,821  11,917  12,034 

73  17,838  21,347  23,476  23,000  23,085  23,152  23,272  23,561  23,801  24,035 

74  17,412  20,111  20,619  20,003  21,689  22,547  23,692  25,531  27,484  29,562 

75  6,373  7,181  7,201  10,334  13,208  14,329  16,573  18,938  21,000  23,077 

76  9,999  11,306  11,797  16,440  19,458  20,474  21,575  22,561  23,354  24,105 

77  11,110  12,956  12,687  16,118  19,490  21,380  24,185  27,076  29,462  31,955 

78  25,001  41,496  51,791  72,936  84,985  89,419  94,069  98,105  101,004  103,451 

79  41,486  52,748  53,484  56,280  57,966  59,080  61,478  63,790  65,710  67,580 

80  7,404  9,538  10,498  13,812  16,430  19,741  24,155  27,635  30,099  32,296 

81  9,955  11,421  12,913  15,976  18,535  20,078  22,132  24,248  26,232  27,990 

82  2,682  3,263  4,734  13,009  17,894  19,878  22,518  24,635  26,399  27,907 

83  8,368  8,830  9,345  9,977  11,713  12,816  15,309  17,955  20,380  22,796 

84  18,022  20,803  22,808  29,482  34,257  37,123  41,229  45,198  48,505  51,580 

85  8,937  7,745  7,148  6,376  6,616  6,744  6,916  7,084  7,223  7,357 

86  45,135  47,632  47,879  50,263  53,137  54,671  56,734  58,747  60,415  62,008 

87  25  32  30  8  8  8  8  8  8  8 

88  6,305  6,204  5,917  6,095  6,262  6,383  6,561  6,739  6,889  7,032 

89  10,041  9,574  9,319  8,431  9,581  10,247  11,168  12,074  12,828  13,549 

90  42,301  44,920  45,092  49,553  52,857  54,747  56,991  58,568  59,870  61,118 

91  13,449  16,266  17,833  18,956  19,782  20,412  21,534  22,848  24,150  25,606 

92  14,593  18,368  19,808  20,793  22,804  23,843  25,225  26,569  27,681  28,743 

93  45,634  67,185  71,646  79,010  85,385  87,159  89,529  91,750  93,441  94,909 
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94  42,359  46,270  45,266  48,821  49,666  50,333  51,532  52,691  53,654  54,595 

95  16,485  21,585  23,687  27,042  29,361  30,036  30,689  31,245  31,682  32,092 

96  39,003  38,650  41,634  53,903  59,077  60,287  61,219  61,902  62,405  62,866 

97  43,968  53,531  53,040  53,320  55,619  56,717  58,134  59,498  60,623  61,695 

98  34,559  43,660  46,218  50,289  53,237  54,788  56,878  59,473  61,890  64,581 

99  41,111  55,811  61,926  71,838  79,263  81,684  84,971  88,027  90,588  93,183 

100  16,362  23,565  25,636  32,537  33,857  35,182  35,770  36,306  36,530  36,977 

101  31,343  36,953  37,126  34,231  34,231  34,254  34,316  34,373  34,421  34,494 

102  30,719  31,640  32,029  32,535  34,836  35,900  37,258  38,560  39,632  40,653 

103  114  543  721  463  521  550  1,285  1,320  1,350  1,685 

104  21,795  25,103  24,799  23,639  25,703  26,753  28,156  29,470  30,554  31,593 

105  23,533  36,702  43,344  46,426  49,730  51,387  53,597  55,607  57,288  58,968 

106  8,865  12,732  15,906  17,342  19,025  19,578  20,316  20,987  21,548  22,109 

107  42,190  67,320  74,873  84,329  92,952  97,335  101,542  105,221  108,042  110,119 

108  29,336  38,191  43,196  51,738  56,282  58,602  61,750  64,678  65,887  66,621 

109  25,313  30,555  31,360  31,592  34,483  36,163  38,687  41,316  43,702  46,195 

110  18,157  22,395  25,462  29,334  32,057  33,503  35,480  37,367  38,925  40,443 

111  29,835  48,607  57,263  61,266  63,270  64,492  66,126  67,684  68,980  70,246 

112  6,359  9,611  10,964  11,330  13,599  15,304  17,818  20,344  22,457  24,480 

113  27,234  45,245  61,276  110,533  139,990  155,998  178,005  198,645  218,087  238,622 

114  27,372  39,961  47,008  67,026  77,500  81,951  84,992  86,444  87,642  88,809 

115  665  1,392  1,917  2,062  4,076  7,636  13,108  18,985  25,378  33,690 

116  21,618  34,912  49,563  90,894  121,061  136,402  159,004  182,860  202,526  222,167 

117  3,312  5,084  5,950  6,440  8,454  11,505  16,978  22,686  28,678  35,684 

118  18,576  46,091  68,711  100,709  121,639  137,300  158,372  177,469  194,305  212,314 

119  41,607  51,629  58,452  68,047  76,108  79,159  82,169  84,813  86,760  88,504 

120  7,587  10,429  11,742  11,709  15,399  17,603  20,830  24,534  27,941  32,335 

121  2,329  5,813  7,676  14,152  20,430  24,010  29,428  35,305  40,416  45,298 

122  69,796  91,845  105,419  150,318  189,305  207,396  233,122  247,617  258,440  269,245 

123  93,646  121,457  132,514  150,909  162,091  166,659  171,309  174,191  175,399  176,378 

124  13,861  17,941  22,015  44,226  56,783  61,258  67,375  70,278  73,872  76,087 

125  15,643  17,505  18,625  26,658  31,685  34,133  37,174  39,509  41,640  43,718 

126  2,905  3,638  4,321  4,832  6,088  6,929  8,267  10,368  11,686  12,946 

127  32,857  35,788  39,821  57,461  68,773  72,840  77,766  83,520  87,659  92,541 

Total  2,818,203  3,400,582  3,604,235  4,048,360  4,484,518  4,707,909  5,007,631  5,277,539  5,502,344  5,726,391 
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Montgomery County Population (RAZ 128 to 139) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

128  16,590  22,420  27,358  29,312  34,245  38,257  45,453  56,027  67,555  79,251 

129  27,814  40,085  49,293  60,822  70,687  79,733  97,004  120,795  145,132  172,910 

130  3,633  7,026  8,828  31,203  40,389  47,071  57,758  70,749  86,234  103,081 

131  24,567  31,077  37,110  35,781  38,833  40,529  42,448  45,091  46,354  47,743 

132  21,022  51,447  69,738  81,725  93,169  98,823  103,620  108,907  112,750  115,674 

133  4,263  4,778  7,678  10,698  13,456  15,988  20,641  27,212  34,687  44,795 

134  22,636  28,640  31,207  33,979  36,946  39,804  44,803  51,453  57,853  65,058 

135  17,623  25,523  30,019  35,285  38,962  41,789  47,545  56,797  66,160  77,294 

136  18,028  33,425  41,183  53,802  67,155  73,705  82,870  92,379  99,996  108,051 

137  6,171  12,641  16,571  21,298  28,927  37,408  52,760  76,551  99,607  128,846 

138  2,612  5,142  6,696  6,426  7,248  8,371  10,975  15,297  19,752  25,123 

139  17,244  31,582  42,175  52,290  62,971  72,386  90,160  117,607  147,067  181,431 

Total  182,203  293,786  367,856  452,621  532,988  593,864  696,039  838,864  983,148  1,149,256 

 

Waller County Population (RAZ 140 to 143) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

140  11,236  16,032  16,776  18,128  19,761  21,053  25,050  33,030  41,618  51,804 

141  5,709  7,573  9,539  9,117  9,416  9,681  10,487  12,234  14,465  17,615 

142  5,155  7,684  7,833  9,663  10,786  11,678  14,232  19,310  25,310  33,200 

143  1,290  1,374  1,616  2,508  4,304  5,984  11,071  19,051  25,921  32,712 

Total  23,390  32,663  35,764  39,416  44,267  48,395  60,841  83,626  107,314  135,330 

 

Fort Bend County Population (RAZ 144 to 158) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

144  2,686  19,074  36,706  77,420  102,276  110,040  118,548  124,842  128,059  129,819 

145  3,059  4,656  5,759  10,372  22,297  34,356  56,249  89,320  122,729  152,817 

146  31,624  51,744  64,485  111,193  141,008  151,727  168,146  187,988  208,033  230,599 

147  1,575  1,865  1,867  1,948  2,676  3,256  4,275  5,667  8,472  13,004 

148  4,407  5,655  6,060  7,704  10,190  14,217  21,248  30,464  39,334  49,019 

149  29,234  33,803  39,546  35,273  37,387  38,356  39,741  41,514  43,161  44,972 

150  4,335  21,407  30,825  33,705  38,677  42,636  48,857  56,906  63,521  69,004 

151  30,468  40,185  46,897  51,943  55,672  58,314  61,167  64,817  66,560  68,458 

152  16,656  30,337  36,540  36,383  39,201  40,815  43,333  46,556  47,428  47,807 

153  38,817  45,727  53,196  50,280  51,523  53,284  54,710  54,893  55,068  55,258 

154  23,718  44,277  56,870  61,389  73,636  79,337  87,079  95,294  103,334  112,138 

155  28,563  41,940  56,918  78,382  97,025  107,707  124,126  143,292  161,282  179,097 

156  2,341  3,343  4,073  11,135  20,933  29,484  44,969  65,504  90,414  117,136 

157  4,798  5,843  6,591  6,754  8,935  10,256  13,109  17,672  22,902  30,494 

158  3,140  4,594  5,057  5,799  7,253  8,486  10,911  14,561  23,277  35,615 

Total  225,421  354,450  451,390  579,680  708,687  782,271  896,466  1,039,291  1,183,574  1,335,239 
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Brazoria County Population (RAZ 159 to 172) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

159  11,591  11,937  12,894  12,036  13,073  13,987  15,847  18,491  21,317  24,576 

160  16,761  17,949  19,044  16,742  17,512  18,159  19,358  21,301  23,374  26,204 

161  2,998  3,026  3,011  2,844  3,196  3,454  3,949  4,295  4,663  5,171 

162  6,931  7,131  7,029  6,593  7,220  7,592  8,271  9,069  9,951  11,136 

163  9,784  13,052  13,860  13,619  14,933  15,552  16,549  17,470  18,317  19,238 

164  31,015  33,090  33,718  33,770  34,694  35,211  35,691  36,339  37,030  37,838 

165  1,377  1,785  1,852  1,672  1,826  1,955  2,195  2,519  2,864  3,269 

166  10,860  13,137  14,177  13,503  15,662  17,720  21,800  27,719  34,287  41,973 

167  18,756  20,668  20,337  20,083  22,242  24,300  28,620  34,539  41,453  49,543 

168  1,917  2,297  2,479  2,727  2,903  3,058  3,404  4,096  5,566  8,105 

169  11,299  15,111  16,177  11,324  13,880  17,503  25,294  38,758  54,417  76,606 

170  31,835  38,268  40,021  41,776  46,256  50,465  59,071  71,349  85,035  103,454 

171  8,164  21,190  32,473  65,628  74,589  81,274  92,144  106,878  121,215  132,727 

172  28,419  43,126  56,266  60,140  67,010  71,962  79,662  87,029  93,545  98,918 

Total  191,707  241,767  273,338  302,457  334,997  362,193  411,855  479,852  553,033  638,758 

 

Galveston County Population (RAZ 173 to 188) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

173  15,214  21,432  25,192  25,319  27,015  27,863  28,417  28,935  29,383  29,859 

174  13,089  17,610  24,581  38,985  47,316  52,376  60,113  68,461  76,505  85,196 

175  20,133  32,714  40,104  47,881  55,487  58,731  64,226  70,908  76,145  81,804 

176  9,641  12,215  12,391  14,387  15,597  16,431  17,843  19,560  21,215  23,002 

177  16,382  18,387  18,614  21,382  23,418  24,529  26,560  29,346  32,223  35,487 

178  16,471  19,615  20,841  22,073  23,594  25,384  29,595  35,855  42,491  50,087 

179  4,059  5,643  5,878  8,180  10,208  11,319  14,089  18,790  24,514  31,494 

180  24,800  25,325  26,603  25,748  26,255  26,499  26,554  26,604  26,645  26,688 

181  9,756  8,806  9,824  9,263  10,078  10,292  10,492  10,668  10,815  10,968 

182  11,848  11,197  11,084  10,673  11,076  11,408  12,107  13,113  14,169  15,373 

183  7,786  8,916  9,873  9,794  10,601  11,500  13,523  16,654  20,428  25,030 

184  5,006  5,146  5,160  4,766  5,173  5,366  5,697  6,139  6,590  7,101 

185  4,661  6,453  6,746  6,679  7,488  7,977  8,539  9,075  9,543  10,042 

186  53,504  50,213  49,103  39,043  39,890  40,229  40,956  41,661  42,378  43,144 

187  1,740  1,976  2,161  622  703  1,010  1,787  2,965  4,222  5,663 

188  3,310  4,511  4,161  2,397  2,778  3,021  3,440  3,969  4,507  5,081 

Total  217,400  250,159  272,316  287,192  316,677  333,934  363,939  402,702  441,773  486,017 
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Chambers County Population (RAZ 189 to 192) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

189  7,780  9,788  10,429  9,936  10,442  10,784  11,383  12,100  13,014  14,094 

190  2,941  3,188  3,407  2,885  3,629  4,256  5,603  7,616  10,075  13,408 

191  5,052  7,797  9,532  15,558  16,500  17,202  18,481  20,011  21,880  23,990 

192  4,315  5,258  5,754  6,506  7,994  9,212  11,568  14,547  18,187  22,075 

Total  20,088  26,031  29,122  34,885  38,565  41,454  47,034  54,274  63,155  73,567 

 

Liberty County Population (RAZ 193 to 199) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

193  545  723  825  795  909.81204  1,019  1,343  1,956  2,807  3,766 

194  12,006  12,549  13,054  11,915  12,134  12,348  12,979  14,493  16,871  19,843 

195  13,936  24,746  26,869  24,107  25,424  26,668  29,822  36,313  43,745  52,001 

196  6,192  8,244  9,180  9,516  11,397  13,267  19,188  28,473  36,836  45,799 

197  6,014  7,148  7,332  6,586  6,651  6,747  7,135  8,066  9,551  11,250 

198  6,245  7,824  8,810  8,774  9,150  9,524  10,708  13,030  16,375  20,856 

199  7,787  8,920  9,034  8,836  8,963  9,190  9,988  11,486  13,534  15,838 

Total  52,725  70,154  75,104  70,529  74,629  78,763  91,163  113,815  139,719  169,352 

 

Grimes County Population 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

Total  18,790  23,529  25,068  23,592  24,500  25,088  26,657  28,969  31,964  35,961 
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Jobs 
Harris County Jobs (RAZ 1 to 127) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

1  131,096  143,372  129,297  144,954  157,867  160,163  167,955  175,899  182,979  190,775 

2  14,428  14,288  15,389  17,063  22,854  25,038  28,145  31,227  33,967  36,983 

3  12,904  4,411  4,211  4,714  5,296  5,342  5,318  5,264  5,208  5,142 

4  10,732  10,053  11,064  11,642  14,274  15,323  16,842  18,359  19,710  21,199 

5  13,624  12,600  15,133  15,481  18,113  19,239  20,908  22,586  24,086  25,739 

6  35,281  34,724  36,975  34,673  36,108  36,729  38,584  40,403  42,010  43,717 

7  16,882  17,668  13,177  13,775  16,380  16,982  17,727  18,092  18,415  18,590 

8  14,287  13,813  14,981  16,549  20,094  21,139  22,478  23,756  24,878  26,107 

9  4,014  3,899  3,758  3,775  4,387  4,676  5,118  5,567  5,969  6,413 

10  8,720  8,249  8,059  8,844  10,621  11,141  11,805  12,439  12,994  13,602 

11  5,024  4,185  4,485  5,937  8,806  10,048  11,903  13,722  15,329  17,067 

12  11,079  10,268  9,987  11,431  14,112  14,793  15,595  16,333  16,973  17,670 

13  23,191  21,600  22,682  23,947  26,629  27,310  28,112  28,850  29,489  30,187 

14  3,914  3,739  6,297  6,602  7,180  7,421  7,802  7,984  8,146  8,320 

15  12,399  8,294  14,642  14,473  16,009  16,797  18,024  19,277  20,402  21,644 

16  5,787  4,968  6,552  7,640  10,530  11,131  11,504  11,686  11,848  12,022 

17  8,275  7,908  9,850  12,060  15,993  16,984  18,144  19,210  20,132  21,138 

18  45,099  60,437  37,708  72,914  76,453  81,222  87,372  91,702  94,752  97,796 

19  15,931  15,109  22,250  23,656  26,451  27,123  27,884  28,573  29,166  29,811 

20  20,386  24,252  26,727  28,173  32,477  34,340  37,123  39,851  42,261  44,869 

21  7,225  4,880  5,793  7,024  8,386  8,497  8,497  8,498  8,579  8,666 

22  11,020  8,790  13,400  13,186  14,960  15,903  17,385  18,902  20,265  21,770 

23  52,916  64,887  53,149  51,490  52,935  53,536  54,468  55,380  56,995  58,742 

24  4,347  4,213  4,138  4,425  7,963  8,824  10,239  11,090  11,835  12,469 

25  10,951  12,440  17,060  17,525  20,289  21,417  23,066  24,715  26,186  27,807 

26  3,319  4,158  3,939  4,206  4,707  4,821  4,945  5,056  5,149  5,251 

27  24,641  21,351  28,221  29,975  34,803  35,892  37,070  38,112  39,001  39,966 

28  6,823  5,415  6,136  6,521  7,638  8,008  8,508  8,996  9,427  9,900 

29  7,787  9,683  11,373  12,015  13,692  14,203  14,868  15,507  16,068  16,684 

30  5,425  7,306  11,871  12,252  13,685  14,339  15,282  16,152  16,916  17,716 

31  19,908  17,061  13,304  13,796  15,726  16,426  17,408  18,378  19,239  20,185 

32  16,392  15,253  20,927  20,695  23,391  24,778  26,939  29,146  31,128  33,316 

33  6,840  5,779  7,635  7,983  8,939  9,231  9,610  9,974  10,295  10,646 

34  10,858  10,543  16,085  15,870  18,739  20,230  22,456  24,638  27,049  29,657 

35  7,561  7,764  11,726  11,911  12,778  13,259  14,004  14,734  15,219  15,743 

36  2,757  2,845  3,081  3,365  3,494  3,548  3,576  3,589  3,595  3,599 

37  5,686  7,704  7,902  7,745  8,435  8,817  9,421  10,042  10,600  11,217 

38  15,362  14,034  16,702  16,444  17,022  17,263  18,570  19,908  21,110  22,438 

39  57,417  65,455  74,551  70,787  82,581  86,600  91,904  96,164  99,889  103,847 

40  28,207  29,849  31,939  30,120  31,564  32,166  33,097  34,009  34,817  35,691 

41  6,195  7,593  8,001  7,492  7,550  8,152  9,083  9,119  9,152  9,187 

42  16,160  22,261  21,164  21,433  23,481  24,291  25,463  26,631  27,672  28,818 

43  19,039  25,482  21,921  21,446  23,833  25,162  27,271  29,436  31,384  33,536 

44  18,672  20,100  19,285  19,889  23,028  24,275  26,080  27,881  29,487  31,254 

45  8,097  7,621  8,668  8,555  9,991  10,743  11,920  13,123  14,204  15,397 

46  3,072  4,864  3,332  3,425  3,957  4,171  4,484  4,796  5,075  5,382 
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RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

47  2,181  1,638  3,776  4,046  4,485  4,566  4,639  4,696  4,743  4,793 

48  1,693  2,173  2,180  2,204  2,630  2,828  3,130  3,436  3,710  4,012 

49  3,466  4,141  5,230  5,458  6,267  6,590  7,076  7,584  8,064  8,587 

50  16,632  18,561  19,194  20,087  22,400  23,075  23,936  24,756  25,475  26,262 

51  6,754  12,297  15,234  14,955  16,800  17,978  19,675  21,416  22,943  24,703 

52  2,645  1,059  1,552  1,437  1,543  1,674  1,863  2,211  2,516  2,836 

53  17,293  15,650  21,703  22,002  25,102  26,452  28,465  30,491  32,303  34,301 

54  13,992  17,993  23,573  24,475  28,264  29,687  31,707  33,709  35,489  37,448 

55  5,382  5,823  2,220  2,114  2,298  2,429  2,646  2,872  3,077  3,303 

56  12,243  11,348  12,690  13,282  15,489  16,294  17,425  18,543  19,536  20,627 

57  3,172  3,071  4,768  5,419  8,288  9,530  11,385  13,204  14,811  16,550 

58  3,063  3,666  4,518  4,790  6,854  8,002  10,124  12,339  13,978  15,561 

59  3,626  3,524  4,275  4,993  6,039  6,458  7,096  7,369  7,614  7,871 

60  10,970  16,157  12,353  12,609  14,573  15,408  16,642  17,882  18,990  20,211 

61  17,964  13,058  21,916  21,325  23,385  24,243  25,570  26,871  28,023  29,269 

62  29,433  32,187  34,593  33,161  35,472  36,555  38,231  40,056  43,288  46,976 

63  31,034  39,113  42,891  41,598  45,530  47,334  50,779  54,508  57,921  61,861 

64  12,549  14,767  16,994  16,101  17,807  19,003  20,986  23,048  24,910  26,969 

65  26,716  31,206  33,472  33,999  37,770  39,285  41,489  43,691  45,654  47,816 

66  15,903  27,599  26,678  26,322  29,531  31,206  33,825  36,503  38,908  41,564 

67  9,398  16,571  17,091  17,295  19,231  20,040  21,233  22,429  23,497  24,673 

68  7,959  9,380  11,883  12,636  14,889  15,650  16,687  17,701  18,598  19,583 

69  4,609  3,965  5,164  5,366  6,328  6,707  7,255  7,802  8,289  8,826 

70  6,038  5,316  5,671  5,860  6,857  7,257  7,838  8,419  8,937  9,508 

71  5,785  6,435  5,948  5,927  7,057  7,623  8,500  9,393  10,195  11,080 

72  2,991  2,823  4,890  5,473  6,341  6,496  6,629  6,732  6,814  6,901 

73  6,566  4,731  4,701  5,068  6,082  6,416  6,865  7,303  7,689  8,114 

74  6,439  10,235  12,804  12,670  14,889  15,580  16,489  17,365  18,136  18,982 

75  6,094  14,867  13,417  13,099  14,791  15,740  17,248  18,796  20,190  21,729 

76  1,535  1,550  2,322  2,746  3,323  3,416  3,485  3,532  3,568  3,604 

77  9,531  10,367  9,551  10,299  11,427  11,610  11,747  11,841  11,913  11,986 

78  3,450  7,206  9,028  9,250  10,974  11,720  12,831  13,949  14,948  16,050 

79  7,462  10,852  9,720  9,866  10,913  11,331  11,937  12,543  13,082  13,676 

80  916  1,576  1,178  1,534  2,235  2,433  2,682  2,917  3,123  3,348 

81  1,068  1,366  1,168  1,486  2,347  2,719  3,276  3,821  4,625  5,494 

82  1,910  993  2,057  2,184  3,759  4,719  6,505  8,199  9,399  10,191 

83  1,557  2,890  2,295  2,528  3,251  3,510  3,871  4,227  4,542  4,889 

84  7,134  7,814  6,664  7,299  8,855  9,338  9,973  10,585  11,124  11,715 

85  6,700  7,091  4,334  4,239  4,710  4,972  5,390  5,819  6,204  6,630 

86  17,590  19,394  19,262  20,039  22,408  23,166  24,177  25,155  26,019  26,967 

87  18,213  9,220  7,305  6,803  7,354  8,008  8,951  9,995  10,912  11,872 

88  449  1,461  1,453  1,665  3,100  3,845  5,143  6,598  8,045  9,783 

89  9,472  7,764  5,956  6,417  7,329  7,722  8,099  8,447  8,752  9,072 

90  6,028  19,940  16,719  16,740  18,734  19,661  21,070  22,497  23,775  25,185 

91  5,739  9,865  8,140  7,758  8,755  9,540  10,860  12,079  13,148  14,428 

92  3,663  10,075  6,509  6,549  7,413  7,806  8,399  8,999  9,536  10,128 

93  14,408  27,825  26,217  27,668  31,383  32,493  33,924  35,293  36,496  37,813 

94  44,760  36,687  42,258  40,386  42,598  43,344  43,875  45,244  46,446  47,764 

95  5,367  7,378  9,006  9,836  10,839  10,922  11,049  11,174  11,284  11,400 

96  5,973  8,476  10,852  11,566  13,291  13,798  14,446  15,063  15,605  16,199 
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RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

97  12,637  17,139  15,030  15,344  17,335  18,137  19,305  20,472  21,512  22,658 

98  16,275  22,769  25,052  24,624  26,502  27,464  28,954  30,779  32,395  34,143 

99  9,702  10,929  10,200  10,420  11,668  12,231  13,178  14,449  15,562  16,744 

100  9,665  15,192  13,768  23,549  38,292  41,846  46,313  50,547  53,847  55,430 

101  10,966  16,968  14,224  14,693  16,016  16,398  16,883  17,345  17,749  18,191 

102  29,548  21,214  23,541  23,508  24,953  26,375  27,894  29,418  30,918  31,948 

103  879  557  1,419  1,433  2,299  2,901  4,763  6,588  8,204  10,290 

104  15,980  27,527  27,687  26,635  29,291  30,594  32,917  35,457  37,707  39,688 

105  6,603  22,725  31,149  30,459  33,529  35,425  38,462  41,510  44,360  47,371 

106  1,763  7,136  10,583  10,802  11,872  12,262  12,811  13,353  13,834  14,363 

107  11,316  31,415  29,074  29,721  33,656  35,234  37,527  39,818  41,861  44,110 

108  5,996  15,264  15,492  15,943  17,886  18,834  20,800  22,493  23,843  24,952 

109  24,333  33,477  32,591  31,431  35,507  37,972  41,950  46,055  49,754  53,842 

110  5,623  4,753  3,233  3,472  3,968  4,097  4,252  4,395  4,520  4,656 

111  6,501  15,291  13,360  13,848  15,581  16,303  17,428  18,536  19,505  21,081 

112  4,294  3,866  3,722  3,911  4,497  4,750  5,102  5,449  5,678  5,928 

113  2,065  6,248  8,497  9,218  12,734  16,041  21,778  27,253  32,458  38,245 

114  6,052  17,100  20,920  21,038  29,006  31,126  33,449  35,820  38,788  42,115 

115  38  236  387  794  1,965  2,598  3,657  4,696  5,611  6,610 

116  2,226  6,849  7,575  7,945  9,703  12,613  18,350  24,355  29,929  36,543 

117  171  893  940  1,273  2,738  13,558  19,069  22,510  24,034  25,459 

118  1,836  8,867  9,451  11,234  14,163  15,744  18,391  20,990  23,278  25,776 

119  13,495  27,605  15,891  16,476  19,240  20,889  22,299  23,700  24,946  26,317 

120  5,668  9,165  8,887  9,610  11,924  13,377  15,471  17,190  18,436  19,807 

121  48  447  409  700  1,872  2,251  2,781  3,300  3,758  4,258 

122  10,178  21,715  23,170  24,288  38,937  45,794  59,756  66,629  72,595  75,925 

123  34,009  44,302  50,188  49,931  61,498  65,969  71,135  76,210  78,346  80,344 

124  9,575  14,194  18,993  19,730  21,781  22,540  23,246  23,592  23,898  24,064 

125  5,168  7,207  5,576  5,797  6,969  7,348  7,751  8,147  8,498  8,885 

126  15,816  27,792  12,666  12,696  13,563  13,924  14,482  15,030  15,514  16,039 

127  5,374  5,900  4,443  4,628  5,800  6,306  7,188  8,055  8,589  9,178 

Total  1,539,045  1,855,054  1,906,018  1,993,657  2,290,937  2,424,576  2,618,422  2,798,000  2,955,816  3,121,742 
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Montgomery County Jobs (RAZ 128 to 139) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

128  1,058  6,400  6,374  8,488  12,450  14,594  18,414  23,045  28,178  34,543 

129  9,741  6,848  5,967  6,982  9,183  11,258  14,839  19,423  24,276  30,619 

130  207  527  1,290  1,723  2,604  3,180  4,772  6,709  8,669  10,889 

131  5,155  13,348  21,143  22,302  25,410  26,898  29,093  31,346  33,132  34,705 

132  879  20,041  20,532  23,530  28,813  31,349  35,329  39,581  42,848  45,491 

133  2,571  952  2,507  2,937  5,586  7,214  10,102  13,797  17,348  21,368 

134  9,432  16,260  16,681  19,751  26,926  30,525  36,047  42,732  49,783  57,884 

135  2,915  6,844  6,300  8,318  13,023  15,288  19,393  24,535  29,626  36,179 

136  9,044  11,448  12,601  14,941  17,583  19,245  21,996  25,733  29,528  33,939 

137  110  1,668  2,958  3,631  5,392  6,406  8,396  10,900  13,607  16,779 

138  651  740  542  644  1,084  1,333  1,816  2,475  3,225  4,315 

139  1,505  4,558  11,589  13,906  17,124  18,701  21,642  25,661  29,961  35,423 

Total  43,268  89,634  108,484  127,153  165,177  185,993  221,840  265,936  310,182  362,135 

 

Waller County Jobs (RAZ 140 to 143) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

140  4,238  4,729  4,737  5,120  5,841  6,380  7,363  8,514  9,859  11,323 

141  1,874  2,029  2,072  2,310  2,672  2,924  3,362  3,830  4,355  4,926 

142  1,227  2,729  3,137  4,585  5,668  6,488  7,963  9,641  11,578  13,745 

143  274  365  833  1,026  2,108  2,903  4,333  5,867  7,589  9,405 

Total  7,612  9,851  10,778  13,041  16,289  18,695  23,021  27,852  33,380  39,399 

 

Fort Bend County Jobs (RAZ 144 to 158) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

144  1,071  5,672  5,265  6,491  10,461  12,871  16,623  20,863  25,214  29,159 

145  323  925  1,896  2,497  3,477  4,161  5,633  8,073  10,674  12,856 

146  6,359  5,763  5,038  6,445  11,538  14,549  20,010  26,942  35,066  43,653 

147  90  365  417  652  1,145  1,445  2,011  2,780  3,746  4,877 

148  484  1,948  2,783  3,618  4,934  5,733  7,241  9,293  11,866  14,882 

149  10,100  12,870  19,693  22,330  25,791  27,308  29,610  31,964  34,097  35,694 

150  609  6,528  5,132  5,929  8,051  9,569  12,791  17,499  23,900  31,172 

151  12,881  21,542  21,683  23,244  27,488  29,005  31,768  34,710  37,555  40,289 

152  11,046  23,221  27,177  29,667  35,246  38,651  44,516  51,021  57,578  63,068 

153  4,103  4,813  7,685  8,459  10,622  11,935  14,413  17,787  22,015  26,971 

154  1,159  8,726  6,697  8,410  11,873  13,962  17,819  22,787  29,289  36,561 

155  1,348  4,048  4,234  6,008  9,036  10,874  14,344  19,067  24,987  31,925 

156  403  1,939  2,972  3,464  6,059  7,635  10,609  14,657  19,731  25,678 

157  516  790  1,421  1,706  2,139  2,402  2,897  3,572  4,418  5,409 

158  56  619  843  1,250  1,984  2,429  3,270  4,415  5,851  7,532 

Total  50,548  99,769  112,936  130,168  169,844  192,529  233,555  285,430  345,987  409,724 
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Brazoria County Jobs (RAZ 159 to 172) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

159  13,316  3,510  3,239  3,221  3,375  3,688  4,367  5,273  5,769  6,526 

160  2,216  3,740  2,267  2,506  3,003  3,234  3,642  4,171  4,652  5,260 

161  125  272  181  165  170  215  332  404  424  438 

162  9,642  1,429  1,057  1,090  1,918  2,303  2,779  3,308  3,651  4,031 

163  9,158  16,650  10,909  11,671  13,361  14,693  16,324  17,809  19,257  20,616 

164  9,373  11,582  15,108  15,717  17,830  18,550  19,359  20,656  22,721  24,670 

165  191  1,038  418  400  467  498  553  598  639  678 

166  1,794  4,228  4,703  5,214  6,354  7,178  8,357  10,310  11,481  12,764 

167  4,931  6,548  6,379  6,783  7,970  8,275  8,905  9,561  10,452  11,597 

168  4,229  1,795  296  364  1,192  1,654  2,062  2,515  2,790  3,094 

169  89  2,819  1,288  1,322  2,979  3,825  5,457  7,270  9,331  11,612 

170  9,330  11,200  10,679  11,524  13,495  14,330  15,968  17,449  18,994  21,309 

171  130  1,455  4,707  5,598  8,233  10,287  14,116  18,168  21,520  25,008 

172  6,426  11,226  19,019  20,186  23,285  24,366  25,812  27,500  29,114  30,509 

Total  70,950  77,492  80,250  85,761  103,634  113,095  128,032  144,992  160,794  178,112 

 

Galveston County Jobs (RAZ 173 to 188) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

173  2,455  5,573  3,417  3,547  4,387  5,182  6,486  8,088  9,559  11,347 

174  1,475  3,563  2,122  2,525  3,911  5,161  7,306  9,927  12,330  15,078 

175  8,695  9,705  11,520  11,475  12,453  13,319  14,729  16,472  18,067  19,948 

176  1,643  2,757  5,161  5,175  5,386  5,493  5,623  5,764  5,887  6,035 

177  4,734  4,052  3,327  3,435  4,183  4,893  6,059  7,491  8,806  10,404 

178  730  3,643  8,585  8,426  8,946  9,415  10,172  11,097  11,945  12,976 

179  2,077  4,584  2,076  2,533  3,945  5,195  7,199  9,644  11,882  14,601 

180  6,212  6,454  2,708  2,796  3,140  3,453  3,838  4,155  4,445  4,616 

181  965  2,628  1,868  2,003  2,686  3,335  4,400  5,708  6,908  8,368 

182  3,240  2,714  1,794  1,749  1,790  1,829  1,893  1,972  2,044  2,131 

183  1,155  2,676  5,506  5,483  5,530  5,606  5,729  5,879  6,017  6,183 

184  11,834  6,926  5,569  5,257  5,517  5,751  6,130  6,669  7,164  7,679 

185  474  2,461  2,568  2,683  2,855  3,011  3,390  3,865  4,300  4,814 

186  32,604  32,759  34,664  31,166  31,253  31,332  31,462  31,622  31,768  31,941 

187  1,806  3,283  4,878  4,826  5,259  5,728  6,485  7,641  8,701  9,732 

188  125  360  1,193  1,442  1,616  1,694  1,820  1,835  1,835  1,853 

Total  80,224  94,138  96,956  94,522  102,856  110,399  122,719  137,827  151,658  167,705 

 

   



State Highway 249  Economic and Demographic Forecast 2017 Update 

  89 

Chambers County Jobs (RAZ 189 to 192) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

189  2,174  2,997  1,925  1,184  1,422  1,538  1,716  1,965  2,181  2,431 

190  100  197  312  373  522  597  760  1,021  1,304  1,633 

191  2,292  2,497  2,781  3,324  4,961  5,786  7,068  8,860  10,419  12,229 

192  1,482  2,597  3,769  4,504  5,843  6,510  7,542  8,982  10,236  11,690 

Total  6,048  8,288  8,787  9,385  12,748  14,431  17,086  20,827  24,140  27,983 

 

Liberty County Jobs (RAZ 193 to 199) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

193  1  27  45  39  42  56  89  140  218  309 

194  7,233  7,228  7,371  6,461  6,544  6,777  7,234  7,918  8,971  10,200 

195  1,826  3,828  4,631  3,861  3,968  4,247  4,790  5,591  6,789  8,174 

196  8  1,077  1,007  732  774  949  1,520  2,375  3,427  4,349 

197  3,634  4,828  5,129  4,132  4,214  4,436  4,866  5,499  6,446  7,563 

198  985  77  75  50  64  99  167  267  416  589 

199  564  839  603  925  938  975  1,023  1,094  1,205  1,270 

Total  14,251  17,904  18,861  16,201  16,543  17,539  19,689  22,885  27,472  32,453 

 

Grimes County Jobs 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

Total  7,460  9,260  10,110  7,274  7,854  9,053  10,041  10,964  11,863  13,737 
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Households 
Harris County Households (RAZ 1 to 127) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

1  374  1,619  1,971  1,736  2,450  2,858  3,397  3,907  4,336  4,751 

2  10,542  11,538  11,594  10,140  10,583  10,931  11,223  11,455  11,634  11,802 

3  1,078  1,158  1,348  1,324  1,622  2,018  2,522  3,012  3,423  3,818 

4  1,446  1,699  2,549  2,949  3,829  4,414  5,296  6,237  7,029  7,792 

5  9,045  11,087  11,771  9,434  10,150  10,635  11,389  12,147  12,791  13,424 

6  16,219  21,213  23,005  21,916  22,791  23,290  23,948  24,680  25,305  25,943 

7  3,367  4,536  6,850  8,311  9,800  10,455  11,634  12,210  12,697  13,177 

8  12,969  14,627  15,182  14,061  14,656  15,010  15,369  15,947  16,432  16,909 

9  10,003  11,452  11,343  9,195  9,414  9,576  9,746  9,911  10,052  10,190 

10  1,762  1,940  1,942  1,675  1,777  1,885  2,049  2,218  2,363  2,503 

11  1,532  1,577  1,572  1,386  1,590  1,708  1,866  2,020  2,152  2,280 

12  2,362  2,690  2,689  2,396  2,498  2,557  2,636  2,713  2,779  2,843 

13  14,790  16,918  16,917  14,261  14,834  15,077  15,234  15,387  15,517  15,645 

14  6,450  6,839  7,038  6,325  6,775  7,188  7,729  8,262  8,711  9,143 

15  1,600  1,818  2,026  1,978  2,107  2,196  2,313  2,429  2,526  2,622 

16  2,299  2,795  2,988  2,900  4,045  4,369  4,907  5,526  6,131  6,810 

17  8,147  9,627  10,720  10,040  11,233  11,831  12,576  13,295  13,896  14,475 

18  1,753  2,322  2,931  2,711  3,435  3,700  4,060  4,406  4,697  4,983 

19  5,525  6,152  6,352  5,825  6,112  6,273  6,455  6,644  6,805  6,961 

20  9,011  12,015  12,950  11,886  12,705  13,136  13,716  14,282  14,763  15,235 

21  8,821  11,044  11,964  11,208  12,067  12,390  12,713  12,923  13,101  13,276 

22  9,188  10,872  11,146  10,770  10,916  11,000  11,113  11,224  11,317  11,410 

23  7,104  10,645  12,138  11,431  13,149  14,120  14,553  14,762  14,940  15,115 

24  2,671  3,144  3,118  2,800  2,902  2,962  3,302  3,853  4,322  4,802 

25  3,798  4,993  4,866  4,461  5,712  6,414  7,224  7,757  7,984  8,212 

26  2,056  3,045  3,584  3,465  3,837  4,001  4,218  4,427  4,605  4,780 

27  6,666  7,110  8,910  9,719  11,294  11,552  11,738  11,870  11,967  12,056 

28  11,507  12,889  12,847  11,023  11,310  11,552  11,983  12,641  13,195  13,728 

29  5,475  6,122  6,328  5,591  6,178  6,596  7,194  7,774  8,260  8,727 

30  6,884  7,280  7,431  6,877  7,178  7,385  7,671  7,958  8,201  8,435 

31  12,082  13,410  13,441  11,573  11,687  11,752  11,838  11,921  11,989  12,057 

32  15,495  17,122  17,278  15,486  15,894  16,199  16,632  17,068  17,438  17,795 

33  13,286  14,835  15,588  14,527  15,751  16,364  17,127  17,863  18,479  19,070 

34  4,150  4,854  6,353  7,252  8,970  9,942  12,407  14,509  16,289  18,041 

35  11,968  13,643  13,705  12,835  13,275  13,609  14,133  14,630  15,047  15,450 

36  5,453  5,677  5,681  5,201  5,231  5,249  5,272  5,296  5,315  5,334 

37  3,086  3,219  3,259  3,108  3,181  3,297  3,485  3,681  3,849  4,013 

38  12,302  17,052  16,947  14,208  15,067  15,390  15,713  16,126  16,505  16,870 

39  5,562  6,901  8,683  8,701  10,705  11,827  13,283  14,315  15,179  16,028 

40  16,015  20,912  21,831  19,854  20,587  21,088  21,806  22,537  23,065  23,575 

41  4,214  5,599  5,602  5,244  5,314  5,354  5,407  5,458  5,501  5,717 

42  1,388  1,627  1,871  1,691  1,997  2,122  2,262  2,392  2,499  2,601 

43  11,146  12,679  12,889  11,503  11,790  12,113  12,215  12,336  12,443  12,548 

44  11,715  13,028  13,194  11,639  12,353  12,721  13,184  13,633  14,009  14,370 

45  5,814  6,826  6,922  6,437  6,652  6,820  7,022  7,216  7,377  7,532 

46  2,967  3,584  3,815  3,586  3,759  3,848  3,959  4,067  4,157  4,243 
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RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

47  2,666  3,040  3,083  2,850  2,925  2,969  3,087  3,144  3,193  3,241 

48  4,816  5,357  5,621  5,339  5,762  6,008  6,334  6,655  6,925  7,186 

49  5,222  6,664  7,957  8,386  9,707  10,458  11,230  12,067  12,595  13,044 

50  23,744  28,681  31,401  30,774  33,195  34,573  36,338  37,592  38,735  39,696 

51  2,642  3,003  2,940  2,573  2,588  2,596  2,608  2,619  2,628  2,637 

52  0  14  7  0  15  33  150  208  256  304 

53  18,273  20,795  20,883  18,756  18,756  18,913  19,193  19,492  19,750  20,001 

54  18,281  20,855  21,268  19,149  19,559  19,968  20,586  21,219  21,761  22,283 

55  20  19  18  15  20  29  41  99  147  195 

56  6,504  8,488  10,509  11,589  13,350  14,031  14,616  15,167  15,637  16,117 

57  6,599  7,901  9,720  9,950  11,954  13,250  14,857  15,747  16,506  16,986 

58  3,714  4,711  6,022  6,858  8,290  9,260  10,875  12,528  13,418  14,274 

59  3,728  4,581  6,306  7,436  9,197  10,032  11,025  11,966  12,669  13,348 

60  24,817  30,700  31,395  27,662  27,866  28,171  28,659  29,166  29,602  30,024 

61  12,561  14,390  14,255  12,202  12,212  12,218  12,226  12,234  12,240  12,247 

62  21,980  27,244  27,946  23,891  24,368  24,640  25,006  25,350  25,644  25,964 

63  20,752  25,388  26,444  24,484  25,486  26,295  27,473  28,507  29,382  30,071 

64  9,024  10,094  9,746  9,108  9,414  9,594  9,835  10,070  10,269  10,465 

65  24,874  29,351  30,052  27,307  27,908  28,528  29,233  29,875  30,329  30,603 

66  3,107  3,546  3,808  3,428  3,868  4,119  4,450  4,763  5,027  5,282 

67  9,470  12,181  12,540  9,685  10,808  11,403  12,162  12,900  13,519  14,115 

68  19,653  22,598  23,925  22,767  23,578  24,064  24,726  25,458  26,161  26,924 

69  3,459  4,018  4,218  3,973  4,539  4,836  5,212  5,578  5,884  6,179 

70  6,770  7,940  8,322  7,944  8,064  8,143  8,249  8,353  8,441  8,526 

71  3,784  4,538  4,685  4,497  4,717  4,968  5,299  5,612  5,876  6,131 

72  3,055  3,447  3,417  2,973  2,988  2,997  3,009  3,043  3,082  3,130 

73  4,918  5,926  6,152  5,814  5,844  5,871  5,918  6,033  6,130  6,226 

74  4,937  5,850  5,809  5,249  5,848  6,189  6,639  7,371  8,163  9,011 

75  2,108  2,468  3,214  3,590  4,611  5,057  5,939  6,880  7,716  8,564 

76  3,116  3,774  5,074  5,549  6,621  7,025  7,458  7,851  8,172  8,479 

77  4,228  5,018  5,583  5,462  6,660  7,412  8,515  9,665  10,632  11,650 

78  7,411  13,141  19,072  23,928  28,208  29,972  31,801  33,406  34,581  35,581 

79  13,346  18,983  20,509  20,650  21,249  21,692  22,635  23,555  24,333  25,097 

80  2432  3,543  4,340  4,713  5,643  6,960  8,696  10,081  11,079  11,976 

81  3,387  4,213  5,096  5,589  6,498  7,112  7,919  8,762  9,565  10,283 

82  886  1150  2,891  4,330  6,066  6,855  7,893  8,735  9,450  10,066 

83  2,768  3,378  3,632  3,479  4,096  4,534  5,515  6,568  7,550  8,537 

84  6,031  7,741  9,300  10,079  11,775  12,915  14,530  16,109  17,449  18,705 

85  3,041  3,066  2,798  2,250  2,335  2,386  2,454  2,521  2,577  2,632 

86  16,157  18,770  19,855  17,717  18,738  19,348  20,160  20,960  21,636  22,287 

87  12  4  3  3  3  3  3  3  3  3 

88  1996  2,306  2,321  2,005  2,064  2,113  2,182  2,253  2,314  2,372 

89  3,454  3,908  3,916  3,274  3,682  3,948  4,310  4,670  4,976  5,270 

90  13,662  15,795  16,894  17,129  18,303  19,054  19,937  20,564  21,092  21,602 

91  4,363  5,823  6,384  6,643  6,937  7,187  7,628  8,151  8,679  9,273 

92  6,091  8,160  8,824  8,308  9,022  9,436  9,979  10,514  10,964  11,398 

93  16,891  24,924  27,420  28,383  30,648  31,353  32,285  33,169  33,854  34,454 

94  18,643  22,377  23,686  22,276  22,576  22,842  23,313  23,774  24,164  24,549 

95  5,913  8,084  9,322  9,988  10,812  11,080  11,337  11,558  11,736  11,903 

96  12,693  13,212  16,021  17,912  19,750  20,231  20,598  20,870  21,074  21,262 
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RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

97  17,196  19,628  19,881  17,370  18,187  18,623  19,181  19,724  20,179  20,617 

98  13,321  17,850  19,445  18,702  19,749  20,366  21,188  22,221  23,200  24,299 

99  16,312  21,274  24,348  24,388  27,026  27,988  29,281  30,497  31,535  32,595 

100  8,043  13,029  15,132  15,549  16,018  16,545  16,776  16,989  17,080  17,263 

101  12,900  17,346  17,500  15,317  15,317  15,326  15,350  15,373  15,393  15,422 

102  11,075  12,411  13,367  12,636  13,453  13,877  14,411  14,929  15,363  15,780 

103  43  365  360  228  248  260  549  563  575  712 

104  7,650  8,900  9,222  8,432  9,165  9,583  10,135  10,657  11,096  11,521 

105  8,637  13,004  14,614  15,332  16,506  17,165  18,034  18,834  19,515  20,201 

106  3,082  4,673  5,786  6,468  7,066  7,286  7,576  7,843  8,070  8,300 

107  13,698  24,358  28,447  30,212  33,275  35,018  36,673  38,137  39,280  40,128 

108  9,714  12,021  14,019  14,581  16,195  17,118  18,356  19,521  20,011  20,311 

109  8,665  10,216  10,273  9,132  10,159  10,827  11,820  12,866  13,832  14,851 

110  5,906  8,018  9,412  9,680  10,647  11,222  12,000  12,751  13,382  14,002 

111  9,237  16,285  19,412  21,493  22,205  22,691  23,334  23,954  24,479  24,996 

112  2,019  3,124  3,503  3,750  4,556  5,234  6,223  7,228  8,084  8,910 

113  8,708  14,422  24,335  32,549  43,014  49,380  58,036  66,247  74,125  82,511 

114  9,179  13,908  18,776  22,070  25,791  27,561  28,757  29,335  29,820  30,297 

115  216  474  565  587  1,303  2,718  4,871  7,209  9,799  13,194 

116  7,181  11,572  21,125  29,133  39,850  45,951  54,841  64,332  72,300  80,322 

117  1087  1840  2038  2,052  2,768  3,981  6,133  8,404  10,832  13,693 

118  5,925  15,567  24,931  32,988  40,423  46,651  54,940  62,538  69,359  76,714 

119  13,722  18,967  22,993  25,340  28,204  29,417  30,601  31,653  32,442  33,154 

120  2,860  4,318  4,802  4,796  6,107  6,983  8,253  9,726  11,107  12,901 

121  916  2237  3774.5  4,706  6,936  8,360  10,491  12,829  14,900  16,894 

122  22,100  31,153  42,481  50,854  64,704  71,898  82,018  87,785  92,170  96,583 

123  36,416  49,508  56,439  55,318  59,291  61,107  62,936  64,083  64,572  64,972 

124  6,102  8,045  12,022  13,770  18,231  20,010  22,417  23,571  25,028  25,932 

125  5,932  7,169  8,844  9,385  11,171  12,144  13,341  14,269  15,133  15,981 

126  1,174  1,624  1,871  1,910  2,356  2,691  3,217  4,053  4,587  5,102 

127  10,499  12,212  16,133  18,731  22,750  24,367  26,305  28,594  30,271  32,265 

Total  1,018,601  1,288,410  1,443,554  1,436,014  1,590,963  1,679,796  1,797,692  1,905,073  1,996,155  2,087,661 
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Montgomery County Households (RAZ 128 to 139) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

128  5,440  8,453  10,146  10,816  12,003  13,474  16,082  19,959  24,263  28,665 

129  9,139  14,289  18,118  20,123  22,497  25,813  32,073  40,796  49,882  60,337 

130  1156  2386  6,477  10,153  12,364  14,812  18,687  23,450  29,231  35,572 

131  8,836  12,726  14,282  14,555  15,290  15,911  16,607  17,576  18,047  18,570 

132  7058  17,858  25,381  31,007  33,761  35,833  37,572  39,511  40,945  42,046 

133  1,344  1595  2,648  3,482  4,146  5,074  6,761  9,169  11,960  15,765 

134  8,336  11,027  12,075  12,133  12,847  13,894  15,707  18,144  20,534  23,246 

135  5,714  8,761  10,629  11,372  12,257  13,293  15,380  18,772  22,267  26,458 

136  7,100  16,462  21,423  21,962  25,176  27,576  30,899  34,385  37,229  40,261 

137  2347  5,091  6,599  7,594  9,430  12,538  18,103  26,826  35,434  46,439 

138  918  1938  2266  2,332  2,530  2,941  3,885  5,470  7,133  9,155 

139  5,616  11,038  14,593  17,151  19,722  23,172  29,615  39,678  50,678  63,611 

Total  63,004  111,624  144,634  162,680  182,023  204,332  241,369  293,734  347,606  410,126 

 

Waller County Households (RAZ 140 to 143) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

140  3,119  5,328  6,389  6,601  7,059  7,532  8,981  11,907  15,114  18,947 

141  2,126  3,128  3,483  3,422  3,506  3,603  3,895  4,536  5,369  6,554 

142  1,655  2,849  3,259  3,207  3,522  3,849  4,775  6,637  8,876  11,846 

143  347  431  657  831  1,335  1,950  3,794  6,720  9,285  11,841 

Total  7,247  11,736  13,788  14,061  15,421  16,934  21,446  29,799  38,644  49,189 

 

Fort Bend County Households (RAZ 144 to 158) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

144  990  6,336  15,739  24,220  31,449  34,294  37,378  39,686  40,887  41,550 

145  1092  1749  2,831  3,644  7,112  11,531  19,467  31,592  44,066  55,391 

146  9,069  15,572  25,778  34,470  43,141  47,069  53,021  60,296  67,780  76,274 

147  480  647  734  695  907  1,119  1,489  1,999  3,046  4,752 

148  1402  1,998  2,356  2,505  3,228  4,704  7,252  10,631  13,943  17,588 

149  9,046  11,083  11,941  11,754  12,369  12,724  13,226  13,876  14,491  15,172 

150  1418  6,160  8,524  10,524  11,970  13,421  15,676  18,627  21,097  23,161 

151  9,625  14,008  16,374  18,001  19,085  20,054  21,088  22,426  23,077  23,791 

152  5,554  10,462  12,110  13,198  14,018  14,609  15,522  16,703  17,029  17,172 

153  11,551  14,114  15,441  16,019  16,380  17,026  17,543  17,610  17,675  17,747 

154  7,155  13,979  17,423  20,232  23,794  25,883  28,690  31,701  34,703  38,017 

155  8,475  12,920  19,472  24,452  29,874  33,788  39,740  46,767  53,484  60,189 

156  807  1,450  2,663  3,582  6,431  9,565  15,178  22,707  32,008  42,066 

157  1,597  2,101  2,345  2,409  3,043  3,527  4,562  6,235  8,187  11,045 

158  1,041  1,634  1,892  1,988  2,411  2,863  3,742  5,080  8,334  12,978 

Total  69,302  114,213  155,621  187,693  225,212  252,178  293,573  345,937  399,809  456,892 
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Brazoria County Households (RAZ 159 to 172) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

159  4,071  4,886  5,062  4,592  4,924  5,259  5,933  6,903  7,958  9,185 

160  5,385  6,951  7,176  6,393  6,640  6,877  7,311  8,024  8,798  9,863 

161  1036  1203  1171.5  1,035  1,148  1,242  1,422  1,549  1,686  1,877 

162  2,330  2,717  2,656  2,066  2,267  2,403  2,649  2,942  3,271  3,717 

163  3,402  5,525  5,768  5,150  5,571  5,798  6,159  6,497  6,813  7,160 

164  11,001  12,854  13,329  12,509  12,805  12,995  13,168  13,406  13,664  13,968 

165  561  1,661  1878  765  814  862  949  1,067  1,196  1,349 

166  3,232  4,408  4,812  4,806  5,498  6,252  7,731  9,901  12,353  15,246 

167  6,360  7,684  7,885  7,401  8,093  8,847  10,413  12,583  15,164  18,209 

168  676  1,020  1114.5  1,025  1,082  1,138  1,264  1,517  2,066  3,022 

169  1909  3,068  3,550  3,648  4,467  5,795  8,619  13,555  19,402  27,753 

170  10,898  14,138  15,029  14,691  16,126  17,669  20,788  25,290  30,400  37,333 

171  2877  7,927  15,900  22,350  25,221  27,671  31,611  37,013  42,366  46,699 

172  9,738  15,728  18,725  20,322  22,523  24,338  27,129  29,830  32,263  34,285 

Total  63,476  89,770  104,053  106,753  117,178  127,145  145,147  170,077  197,401  229,666 

 

Galveston County Households (RAZ 173 to 188) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

173  5,008  7,354  8,255  8,861  9,463  9,774  9,974  10,164  10,332  10,511 

174  4,299  6,146  9,833  13,016  15,973  17,827  20,632  23,692  26,696  29,966 

175  7,485  13,241  16,665  18,578  21,277  22,466  24,458  26,908  28,863  30,993 

176  3,565  5,639  5,991  5,372  5,801  6,107  6,619  7,248  7,866  8,539 

177  5,693  6,863  7,463  7,541  8,264  8,671  9,407  10,428  11,503  12,731 

178  5623  7,321  7,990  8,053  8,593  9,249  10,775  13,070  15,548  18,407 

179  1,563  2,242  3,056  3,302  4,022  4,429  5,433  7,157  9,294  11,921 

180  8,929  9,968  10,096  9,243  9,423  9,512  9,532  9,550  9,566  9,582 

181  3809  3,744  4,048  3,744  4,033  4,112  4,184  4,249  4,303  4,361 

182  4,419  4,678  4,661  4,078  4,221  4,343  4,596  4,965  5,359  5,812 

183  2,862  3,861  4,067  3,677  3,963  4,293  5,026  6,174  7,583  9,315 

184  1,873  2,644  2,797  2,203  2,347  2,418  2,538  2,700  2,869  3,061 

185  2159  6,229  7,436  3,309  3,596  3,775  3,979  4,175  4,350  4,538 

186  21,731  24,590  24,611  16,892  17,193  17,317  17,580  17,839  18,107  18,395 

187  421  664  519  274  303  415  697  1,129  1,598  2,141 

188  1274  5424  4,066  1,071  1,206  1,295  1,447  1,641  1,842  2,058 

Total  80,713  110,608  121,550  109,214  119,678  126,002  136,878  151,090  165,678  182,331 
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Chambers County Households (RAZ 189 to 192) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

189  2,758  4,016  4,047  3,567  3,764  3,889  4,106  4,369  4,710  5,117 

190  1031  1352  1327  1,118  1,408  1,638  2,126  2,864  3,782  5,036 

191  1,675  2,899  4,189  5,061  5,428  5,685  6,148  6,709  7,407  8,202 

192  1,397  1,933  2,184  2,243  2,822  3,268  4,123  5,215  6,574  8,037 

Total  6,861  10,200  11,746  11,989  13,421  14,480  16,503  19,157  22,473  26,392 

 

Liberty County Households (RAZ 193 to 199) 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

193  197  293  302  290  316  356  473  698  1,016  1,377 

194  4,262  5,000  4,998  4,428  4,477  4,555  4,784  5,339  6,227  7,346 

195  4,688  7,665  8,460  8,274  8,569  9,025  10,169  12,548  15,323  18,431 

196  2174  3,129  3,396  3,262  3,684  4,369  6,516  9,920  13,042  16,416 

197  1,943  2,621  2,634  2,346  2,360  2,396  2,536  2,878  3,432  4,072 

198  2211  3267  3444.5  3,128  3,212  3,349  3,779  4,630  5,879  7,565 

199  2871  4109  4188  3,401  3,429  3,513  3,802  4,351  5,116  5,983 

Total  18,346  26,084  27,422  25,129  26,049  27,564  32,058  40,363  50,035  61,189 

 

Grimes County Households 

RAZ  1990  2000  2005  2010  2015  2020  2025  2030  2035  2040 

Total  6,032  9,460  10,178  8,902  8,566  8,782  9,351  10,198  11,317  12,821 
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APPENDIX B – HIGH GROWTH ZONE ANALYSIS 
Several TAZs in Montgomery County near the SH 249 corridor are forecast to experience a notably high rate of 

growth, even when considering that Montgomery County is expected to grow significantly during the forecast 

period from 2010 to 2040.  This level of growth is not without precedent in the Houston region, however.  A 

closer look was taken at these zones and the forecast for them compared to a selection of other areas of 

suburban Houston that experienced rapid growth in the recent past. 

High Growth Zones 
The zones in question were 

identified by CDM Smith 

and examined by CDS.  

There are 20 TAZs in two 

separate but nearby clusters 

that saw notable growth 

during the forecast period.  

These groups of TAZs are 

located along the SH 249 

toll road corridor and in the 

area along FM 2854 and SH 

105 between Conroe and 

Montgomery.  Both of these 

areas contain large amounts 

of vacant and developable 

land and have begun to see 

the addition of sizable 

suburban‐style housing 

development during the 

past decade.  That 

development is expected to 

continue into the near 

future.  There are 20 TAZs in 

total between these two 

clusters, with a combined 

area of 103.7 square miles.  

A list of these TAZs can be 

seen at the end of this 

Appendix, in the “Additional 

Data” section. 

   

High Growth Zones near the SH 249 Corridor 
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Population Growth and Growth Rate 

As of the 2010 Census, these 20 TAZs had a population of 26,984.  This was estimated to have grown to 33,710 

by 2015, a 24.9% increase.  The CDS forecast sees this growth rate increase from 25% to over 50% from 2015 to 

2030 before falling into the mid‐30% range during the last two forecast periods.  The period from 2020‐2040 

was noted for both its high growth rate and the large total number of people added to these 20 geographies 

during this time, greater than 150,000. 

Comparison 
Areas 
To compare the high growth 

rates forecast in these 20 

TAZs with historical 

precedent, CDS selected 

four suburban locations in 

the Houston area that have 

seen high rates and large 

amounts of growth in the 

recent past.  The four areas 

chosen were: The 

Woodlands, Katy, North 

Brazoria County/Pearland, 

and League City.  Each of 

these areas has been a well‐

known center of suburban 

development over the last 

two to three decades and 

could be considered 

comparable in this recent 

past to western 

Montgomery County. 

Population Forecast Data – SH 249 TAZs 
   2010  2015  2020  2025  2030  2035  2040 

Total Population  26,984  33,710  44,807  67,910  106,035  146,137  198,010 

Population per Sq. Mi.  260.3  325.2  432.2  655.1  1,022.9  1,409.8  1,910.2 

         

     
2010‐
2015 

2015‐
2020 

2020‐
2025 

2025‐
2030 

2030‐
2035 

2035‐
2040 

Population Growth     6,726  11,097  23,103  38,125  40,102  51,873 

Population Growth Rate     24.9%  32.9%  51.6%  56.1%  37.8%  35.5% 

High Growth Zones near the SH 249 Corridor 
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Comparison Area Data and Time Frame 

The 20‐year period from 1990 to 2010 was used for the historical comparison of these areas and the 2020‐2040 

forecast for the 20 Montgomery County TAZs.  This is due to both to the comparability of the population and 

level of development in 1990 in these areas and the current state of the 20 TAZ area in Montgomery County and 

to the reliability of the US Census data available at the Census Block level, the most precise Census geography 

available.  Each of these four areas in 1990 was comparable to the 20 TAZ area in population size or population 

density and each saw significant growth over the next two decades, just as forecast in the 20 TAZs. 

Comparison of 20 TAZs and Comparison Areas 
An examination of the 2020‐2040 

population forecast for the 20 TAZs 

compared with the 1990‐2010 

population growth trends in the four 

comparison areas indicates that the 

CDS forecast is not out of line with 

some recent historical precedent.  

The 2020‐2040 forecast in the 20 

TAZs is certainly aggressive, but such 

aggressive growth has occurred in 

the Houston region before. 

While none of the comparison areas 

precisely mirror the forecast growth 

rates of the 20 TAZs in and around 

SH 249, all achieve growth rates 

comparable to, in several cases even 

higher than, the zones in question 

during multiple 5‐year periods.  

Three of the comparable areas saw 

high growth rates past 2000, into the 

second decade of the period 

covered, much as the 20 TAZs see 

high growth rates even after 10 years 

of significant growth. 

Historical Population Data – Comparison Areas 

   Area (Sq. Mi.)  1990  1995 Est.  2000  2005 Est.  2010 

The Woodlands  35.18  14,136  29,634  45,131  56,440  67,748 

Katy  124.95  53,547  73,506  93,464  140,830  188,196 

N. Brazoria/Pearland  78.4  23,183  35,098  47,013  73,976  100,938 

League City  43.54  24,288  31,338  38,388  56,661  74,934 

Population Growth Rate Comparison Table 

   Yr. 1‐5  Yr. 6‐10  Yr. 10‐15  Yr. 15‐20 

249 Zones '20‐'40  51.6%  56.1%  37.8%  35.5% 

The Woodlands '90‐'10  109.6%  52.3%  25.1%  20.0% 

Katy '90‐'10  37.3%  27.2%  50.7%  33.6% 

North Brazoria '90‐'10  51.4%  33.9%  57.4%  36.4% 

League City '90‐'10  29.0%  22.5%  47.6%  32.2% 

Population Growth Rate Comparison Chart 
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Population Density 

The forecast increase in population 

density is also comparable to the 

four comparison areas as well, 

though the 2040 forecast does wind 

up being higher than the 2010 figures 

in three of these areas.  CDS holds 

the opinion that this is likely to 

happen as suburban development 

patterns have changed since the 

1990‐2010 time frame covered for 

the four comparison areas.  

Suburban Houston is seeing shrinking 

average lot sizes and an increasing 

interest in higher‐density housing 

developments such as townhomes 

and apartment complexes.  Among 

the comparison areas, these trends 

began to emerge first in The 

Woodlands, which is reflected in its 

dramatic increase in and sizable 2000 

and 2010 total figures of population 

density.  That a similar trend could 

be seen in these 20 TAZs, which are 

located near The Woodlands, is 

reasonable. 

Conclusion 

While the 20 West Montgomery County TAZs in question do see a notably high rate and total amount of 

population and household growth in the CDS 2017 forecast, this level of growth has precedent in the Houston 

region, as seen in the data on the four comparison areas chosen for this analysis.  The ultimate amount of 

growth and the population density in the 20 TAZs may slightly outstrip the historical data in the comparison 

areas due to modern development patterns increasing the density of suburban development.  Nevertheless, the 

growth forecast in these 20 TAZs is not out of line with the history of Suburban Houston. 

   

Population Density Comparison Table 
   Yr. 0  Yr. 5  Yr. 10  Yr. 15  Yr. 20 

249 Zones '20‐'40  432.2  655.1  1,022.9  1,409.8  1,910.2 

The Woodlands '90‐'10  401.8  842.3  1,282.9  1,604.3  1,925.8 

Katy '90‐'10  428.5  588.3  748.0  1,127.1  1,506.2 

North Brazoria '90‐'10  295.7  447.7  599.7  943.6  1,287.5 

League City '90‐'10  557.8  719.8  881.7  1,301.4  1,721.0 

 

Population Density Comparison Chart 
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Additional Data 
List of TAZs 

TAZ  RAZ  County 
Area (Sq. 
Mi.) 

4244  137  Montgomery  5.79 

4246  137  Montgomery  4.25 

4247  137  Montgomery  3.45 

4249  137  Montgomery  4.36 

4250  137  Montgomery  9.81 

4256  137  Montgomery  7.25 

4258  137  Montgomery  8.97 

4235  138  Montgomery  5.31 

4242  138  Montgomery  5.03 

4214  139  Montgomery  4.62 

4215  139  Montgomery  4.12 

4217  139  Montgomery  3.86 

4219  139  Montgomery  2.49 

4220  139  Montgomery  3.47 

4221  139  Montgomery  5.13 

4225  139  Montgomery  2.22 

4226  139  Montgomery  6.63 

4227  139  Montgomery  4.84 

4228  139  Montgomery  7.08 

4229  139  Montgomery  5.01 
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List of Noted Residential Developments  
In the TAZs in question and from the 2016 and 2017 SH 249 Forecast updates 

Forecast  RAZ  TAZ  Action  Comment 

2016  137  4247 

Forecast sufficient to 
account for this 
development  Apartments under construction now 

2016  137  4258  Adjusted up slightly 

Crown Oaks subdivision, several 90 and 100‐acre tracts for sale with 
residential potential, Bill Randall property expected to be in play 
eventually, closest part of Montgomery to the growth moving out of the 
Woodlands 

2016  138  4235 
Forecast adjusted up 
significantly 

Woodard Tract, 5,900 acres for a "Woodlands type" residential 
development, 1,600 homes in the 590‐acre phase 1 to be called 
Magnolia Woods, also Escondido Ranch subdivision planned with 540 
homes 

2016  138  4242  Forecast adjusted up 
Legacy property, owned by Yager Development, 2,100 acres slated for 
residential development 

2016  139  4215  Forecast sufficient  Woodtrace subdivision, growth should continue 

2016  139  4220  Forecast sufficient 
Part of the Legacy property, Magnolia Ridge and Magnolia 1138 
developments 

2016  139  4221  Forecast sufficient 
Mustang Ranch and Mustang Ridge developments, 620 acres and 240 
homes in phase 1, part of Legacy property as well 

2016  139  4228  Forecast sufficient 
1,100 townhomes to be developed near 149 and 1488 as well as 110‐
acre Reynold's reserve subdivision with 240 homes 

2016  139  4229  Forecast sufficient  Richfield Properties site, housing development expected 

2017  137  4246 
Forecast sufficient, 
no adjustment  Growth opportunities here, but several years off 

2017  137  4258 
Forecast sufficient, 
no adjustment  Heritage Plaza apartments adding 64 units 

2017  138  4235 
Forecast sufficient, 
no adjustment 

Escondido Ranch 150‐acre subdivision, includes part of 5,900‐acre 
Woodard tract with 1,600 home section planned to start in 2019 

2017  138  4242 
Forecast sufficient, 
no adjustment 

Mill Creek residential development, 500+ homes planned, expected to 
open in late 2018, expansion and extension of Keenan Cut Off Rd. 
should drive growth 

2017  139  4220 
Forecast sufficient, 
no adjustment 

Legacy Trust residential site is 2,600 acres with a 1,400 home first phase 
to start in 2018, 479‐acre Magnolia Ridge subdivision is underway now 

2017  139  4221 
Forecast sufficient, 
no adjustment 

Legacy Trust owns a 300‐acre tract north of FM 1488, Mustang Ridge to 
include 240 homes on 74 acres, includes part of 5,900‐acre Woodard 
Tract 
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I. INTRODUCTION AND APPROACH 
During Autumn 2017, CDM Smith, at the request of the Texas Department of Transportation (TxDOT), 
contracted CDS Community Development Strategies (CDS) to research the potential impacts of the 
tropical storm Harvey, particularly its associated extreme rainfall and flooding, on CDS’ most recent long 
term socioeconomic forecast for the Houston region and its counties.   

About Hurricane / Tropical Storm Harvey 
Harvey, which began as a tropical system off the coast of Africa, traversed the Atlantic and through the 
Caribbean Sea without developing into a hurricane.  After crossing the Yucatán Peninsula and emerging 
into the Bay of Campeche and Gulf of Mexico, it began rapid development on August 23, 2017, reaching 
hurricane status on August 24.  By the time of landfall near Rockport, Texas, during the overnight period 
of August 25-26, it had become a “major” hurricane of Category 4 with maximum sustained winds of 
130 miles per hour. 

The system was downgraded to a Tropical Storm soon after it moved inland.  Unfortunately, the lack of 
steering currents kept it southwest of the Houston region for days afterward, followed by a drift 
northeastward back into the Gulf of Mexico before making another landfall in southwest Louisiana.  The 
result of this trajectory was that the Houston region was subject to intense tropical rainfall for a period 
of four to five days.  Total rainfall amounts during this time exceeded 25 inches in most locations and 
well over that amount in many, with some locations receiving a remarkable 50 inches or more. 

This period of intense heavy rainfall created massive and disastrous inland flooding as runoff exceeded 
the capacity of natural and man-made drainage channels.  This flooding occurred across the region in 
multiple watersheds.  The impacts were exacerbated by the decisions of local and federal agencies to 
have rapid releases of the rising impounded waters behind the Addicks, Barker, and Lake Conroe dams 
in order to preserve their integrity and reduce the risk of failures or uncontrolled releases; the released 
flow deeply inundated many areas along Buffalo Bayou in West Houston and the San Jacinto River in 
Montgomery and Harris counties. 

The flooding killed 50 persons in the Houston area (per the Houston Chronicle).  There was limited 
inundation of commercial structures, though some high-profile areas such as the Energy Corridor and 
the downtown Theater District suffered badly.  Residential structures constituted the bulk of the 
damage, with some estimates of more than 130,000 homes damaged or destroyed (per the Texas 
Division of Emergency Management as reported in the Houston Business Journal, “This is how many 
homes were damaged by Harvey in the Houston area”, September 14, 2017).  Harvey followed 
damaging storm floods in both 2015 and 2016, with some homes flooding in two or more of those 
events. 

The disaster brought national and international media coverage and scrutiny.  Whereas awareness of 
the 2015 and 2016 flood events was limited outside of the Houston region, the coverage of Harvey often 
publicized those events as well, making it widely known that Houston is flood-prone. 

Research Objective 
The objective was to determine whether there exists sufficient reason for CDS to modify that forecast 
due to impacts from Harvey.   

The primary question examined was whether negative impacts to socioeconomic trends were likely, 
though positive impacts could theoretically occur in some conditions.  It is important to note that the 
negative impacts might not result as much from direct damage and the burden of rebuilding or 
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restoration, but from general perception of heightened risks and costs associated with being located in a 
particular region. 

Research Approach 
CDS performed a three-part research effort to reach its conclusions.  The research approach consisted 
of: 

• A review of existing literature on the impacts of similar natural disasters on regional economies, 
• Gathering and review of data and information regarding the economic performance of U.S. 

regions before and after similarly-scaled disasters, and 
• A survey and review of opinions and statements from Houston-area economists and developers. 

CDS also has contributed its own local economic and real estate professional expertise in assessing likely 
impacts. 

This work was conducted primarily during October, November, and December of 2017. 
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II. SUMMARY OF FINDINGS 
CDS’ overarching finding is that there is not enough evidence of likely impacts to justify changes to the 
long term regional and county-level forecast. 

In summary, CDS reached this conclusion because: 

1. Academic literature on this topic are inconclusive, apart from the observation that regional 
economic performance after disaster appears most correlated to the underlying health of the 
economy prior to the disaster. 

2. The review of data and information on regional post-disaster impacts from other U.S. metro 
areas is similarly inconclusive, with no identifiable repeated pattern of negative impacts, and an 
observation that the general health of the underlying regional economy was much more 
important than the disaster’s impacts.  If a regional economy was suffering prior to the disaster 
and had poor prospects structurally going forward, then post-disaster performance trends were 
probably negative. 

3. The opinions of Houston-region economic experts were fairly uniform in their assessment that 
the local economy, which drives not only job growth but also population and household growth, 
should have at most only very short term (maybe as little as several months) meaningful 
negative impacts. 

In addition, CDS has drawn upon its decades of observation and analysis of Houston’s growth dynamics 
to offer some additional observations and notes. 

1. While more diversified economically than in the 1980s, Houston’s overall economy is still, at its 
core, heavily driven by its three major industry sectors:  oil and gas extraction, petrochemical 
refining and manufacturing, and medicine / health care.  For all three industries, the 
investments in physical and human capital in the Houston region that are key to their success 
are so massive that relocating them away from the region, or replicating them elsewhere, would 
be impractical and overly costly.  The benefits to staying are too great, so these industries have 
learned (and continue to learn) how to conduct business despite weather and environmental 
risks present in the region.   

For example, after the 2001 Allison floods, the institutions of the badly-damaged Texas Medical 
Center chose to invest in large-scale flood-protection equipment rather than relocate.  Similarly, 
the upstream oil and gas industry has developed (somewhat by intention) a massive 
concentration of educated and specialized labor in Houston that is not readily available almost 
anywhere else in the world; despite damage to some of their facilities (and a significant number 
of their employees’ homes) from Harvey, there is little choice but to repair and remain.  
Downstream manufacturers (refining etc.) receive enormous benefit from the pipeline and port 
infrastructure in place around Galveston Bay, and their existing investments are too capital-
intensive to abandon.  During Harvey’s flooding period, the petrochemical facilities were shut 
down and restarted soon after waters had receded and employees could access their 
workplaces. 

The implication for potential impacts due to Harvey and other recent flood events is that these 
industries will continue to locate future growth in the Houston region, rather than relocating or 
starting a new geographic industry cluster.  The CDS growth forecast already assumes this, and is 
affected by the outlook for their growth structurally.  For example, the lower oil and gas price 
structure over the last few years (particularly since the oil price crash starting in late 2014), is 
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relevant to the regional and county level forecast, whereas Harvey damage and future flood risk 
are not. 

2. CDS did not assume significant further economic diversification for the Houston region in its 
forecast.  It is theoretically possible that new industries and their associated labor pool that 
might have located or grown in Houston, and which would have other choices of metro areas 
where they could be successful (as opposed to the existing core industries previously described), 
might be discouraged by the national publicity over local flood risk that occurred in the wake of 
Harvey.  However, since such diversification was not assumed in the original forecast, there is no 
reason to make any post-Harvey adjustments. 

3. Despite the large total number of households that suffered flood damage in Harvey, they 
constituted only a relatively small share of total households (perhaps 5% to 6%), and in many of 
those homes the damage level was not catastrophic.  To the extent that a limited amount of 
damaged or flood-prone housing needs to be demolished and households relocated, the region 
has plenty of physical opportunity for both horizontal (outward) expansion and vertical or infill 
intensification within existing built-up areas – both phenomena which had been occurring in 
large quantities over the last 15 years.  Furthermore, the rental apartment market had enough 
vacancy (due to the slower economy and supply growth since 2015) in many areas to absorb 
displaced households.  The removal of housing units due to flood damage and, in some 
locations, potential buyouts by the government, plus stricter rules regarding development in 
floodplains (the geographical extent of which are being currently revised), should not have 
meaningful constrictive impacts on growth potential at the regional and county level. 

4. While not directly related to Harvey, CDS has been monitoring the general health and prospects 
of the upstream oil and gas and downstream petrochemical sectors.  The former suffered a 
major economic setback after oil prices dropped in late 2014, resulting in a stagnation of overall 
regional growth, at least until 2017 when it appears that a modest recovery began.  The latter 
sector, which has benefited in many ways from low oil and gas prices, has been undergoing a 
relative boom with major new manufacturing plants being completed around Galveston Bay and 
the Brazosport area.  It should be noted that the total permanent employment impact of this 
boom is limited, as automation has replaced many jobs in these facilities over the last 25 years. 

CDS has forecast that recovery in upstream oil and gas will continue, but it will be a gradual 
pace.  A dominant theme of that sector since 2015 has been increased efficiency, particularly 
with labor.  CDS has incorporated this tendency into its most recent forecast, with average job 
growth of 56,000 annually to 2040.  This is relatively consistent with the region’s long term 
historical average and markedly modest compared to the 2011 – 2014 boom period with annual 
growth of 85,000 – 110,000 jobs.  CDS has not seen any justification, given the lack of forecast 
industry diversification, increased labor efficiency of upstream oil and gas, and heavy 
automation of petrochemical manufacturing, that an aggressive job growth “boom” will reoccur. 

Concurrent with Harvey’s assault on the region has been increased awareness and discussion of 
the potential for “peak demand” for oil and gas due to increased energy efficiency, electric 
vehicle growth, and expanding role of renewable energy sources.  While CDS is monitoring these 
developments, it has found that it is too early to tell if these trends will have any meaningful 
negative impact on socioeconomic trends in the Houston region during the forecast period.  
Given that the expectations for oil-and-gas-driven growth are already relatively modest, CDS 
does not see these trends as a significant risk to the forecast job and population increases.  
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III. LITERATURE REVIEW 
In this section, recent literature highlighting the long-term effects of natural disasters affecting regional 
and national economies.  While an exhaustive literature search was not conducted for this project, 
representative publications were reviewed, and their conclusions were documented.  Overall, it appears 
that the research is inconclusive.  Evidently, the long-term economic effects of a natural disaster depend 
on the underlying strength of the regional or national economy.   

Research into Country Impacts 
Most of the academic literature seems to be focused on the economic effects of natural disasters on 
developing countries.  When viewing literature from 187 countries that experienced one or more 
disasters, Shabnam (1) concluded, “The extant literature seems inconclusive: some find positive effects 
of natural and others suggest negative or no effect as such.” 

Strobl (2, 1) reported that his previous research “… of the Central American and Caribbean region found 
that economic growth rates fell by 0.8 percentage points for an average destructive hurricane.  
However, it is not clear whether such results from developing county samples are relevant for an 
industrialized economy like the United States, given that it appears in the literature that economic losses 
due to natural disasters are negatively correlated with economic wealth.”   

Research into Local and Regional Impacts 
Strobl’s “… findings suggest overall that hurricanes may cause economic growth losses and disruption to 
economic activity at the local level in any given year.”  He concluded that a portion of the negative 
growth effects at the county level were due to “… relatively richer people moving away from affected 
counties in response to a hurricane.”  Strobl’s conclusions suggests that the negative impacts might be 
substantially less in the long-term and substantially mitigated at the regional level and minimal at the 
state level or geography. 

Fed says Harvey and Irma will have no lasting economic impact 
According to Jeff Cox of CNBC, (3) the Federal Reserve, “…, after a two-day policymaking meeting, noted 
the harm Harvey and Irma caused but said it's unlikely to be long-lasting. In fact, the Fed actually raised 
its projection for economic growth and lowered its outlook for the unemployment rate. He reported 
that “ New York Fed President William Dudley recently suggested that the ultimate impact of the storms 
actually could be a modest boost to the economy due to rebuilding activity.” 
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IV. EXAMINATION OF ANALOGOUS CASES 
CDS conducted literature and data research into US natural disasters which were deemed to be 
reasonable analogs to Hurricane Harvey in order to estimate the long-term economic impact on the 
analog regions.  In determining which natural disasters were to be utilized in this phase of the research, 
the following parameters were set.  Selected were natural disasters meeting the following conditions: 

1. The disaster was of a serious nature causing significant damage; 
2. At a minimum, the disaster affected an entire urban region or a metropolitan division of an 

urban region; 
3. The affected region was growing economically prior to the disaster; 
4. The disaster occurred in recent times where historical data could be expected to exist: and 
5. The disaster affecting the region could likely be reasonably expected to occur again in future.  

 
The natural disasters which were evaluated for inclusion in this research included: 
 

Natural Disasters Investigated 

Houston Region From To Key Date Damage Cause  
Damage 
Billions Affected 

Tropical Storm Allison 4-Jun-01 20-Jun-01 10-Jun-01 flood $9 Houston Region 
Hurricane Ike 1-Sep-08 15-Sep-08 13-Sep-08 high winds $70 Galveston Houston 
Hurricane Harvey 25-Aug-17 30-Aug-17 30-Aug-17 flood $30 Houston Region 

       
In Other Regions From To Key Date Damage Cause  Estimate Affected 

Oakland Hills Fire 19-Oct-91 22-Oct-91 20-Oct-91 wildfire $1.5 Berkeley/Oakland CA 
Hurricane Andrew 16-Aug-92 28-Aug-92 24-Aug-92 high winds $25 Miami Dade FL 
Great Midwest Flood  1-Apr-93 31-Aug-93 1-Aug-93 flood $15 MW U.S.   Des Moines, IA 
Northridge Earthquake 17-Jan-94 17-Jan-94 17-Jan-94 earthquake $23 San Fernando Valley 
Hurricane Katrina 23-Aug-05 31-Aug-05 28-Aug-05 wind/storm surge $108 New Orleans region 
Joplin Tornado 22-May-11 22-May-11 22-May-11 tornado  $2.8 Joplin Missouri 
Hurricane Sandy 22-Oct-12 2-Nov-12 29-Oct-12 storm surge $75 New York New England 

 

On the following pages, each of the regions most effected by the natural disaster event will be 
presented.  Traditionally the employment in a region is used as a “barometer” of a region’s economic 
health.  A much better measure would be the Gross Regional Product but for the purposes of this 
analysis, the monthly CES data from the U.S. Bureau of Labor Statistics (BLS) provides a much “finer-
grained” picture of the economic health of a region. 
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Oakland Hills Fire and Oakland Area Economic Trends 
Description 
“The Oakland firestorm of 1991 was a large conflagration that occurred on the hillsides of northern 
Oakland, California, and southeastern Berkeley over the weekend of October 19–20, 1991. The official 
name of this incident the Tunnel fire.  However, it is also commonly referred to as Oakland hills 
firestorm or the East Bay Hills Fire. The fire ultimately killed 25 people and injured 150 others. The 1,520 
acres (620 ha) destroyed included 2,843 single-family dwellings and 437 apartment and condominium 
units. The economic loss has been estimated at $1.5 billion.” (Wikipedia). 

Economic Trends and Impacts 
Employment trends from the BLS were found for the Oakland, Hayward, Berkeley Metropolitan Division, 
a sub region within the larger San Francisco–Oakland–Hayward Metropolitan Statistical Area (MSA).  
This smaller region corresponds reasonably well to the area directly affected by the 1991 fire.  
Fortunately, the BLS data was available from 1972 to 2017 allowing an analysis of the regional economic 
trends before and after the 1991 event. 

Prior to the 1991 fire from 1972 to 1991, the Oakland metropolitan division was growing at an average 
annual rate of 2.6% -- even including four national recessions.  As can be seen from the chart above, the 
region experienced a 3-year pause in employment growth from October 1991 to October 1994.  
Employment recovery occurred from October 1994 to March 2001 at an annual average growth rate of 
2.5% (roughly equivalent to the pre-event rate of growth).   Economic growth stalled with the Early 
2000s Recession and the area’s growth stalled.  The Oakland division was affected by the Great 
Recession.   The area’s growth resumed in August 2010 and in the 7-year period to August 2017, the 
average annual growth rate was 2.7% -- again essentially the same as the pre-event and post event 
rates. 

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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Hurricane Andrew and Miami Economic Trends 
Description 
“Hurricane Andrew was a Category 5 Atlantic hurricane that struck the Bahamas and Florida in mid-
August 1992, the most destructive hurricane to ever hit the state. It was the strongest in decades and 
the costliest hurricane to make landfall anywhere in the United States until it was surpassed by Katrina 
in 2005. Andrew caused major damage in the Bahamas and Louisiana, but the greatest impact was felt in 
South Florida, with sustained wind speeds as high as 165 mph (270 km/h). Passing directly through the 
city of Homestead in Dade County (now known as Miami-Dade County), it stripped many homes of all 
but their concrete foundations. In total, it destroyed more than 63,500 houses, damaged more than 
124,000 others, caused $26.5 billion in damage, and left 65 people dead.” (Wikipedia) 

Economic Trends and Impacts 
Employment trends for the Miami-Fort Lauderdale-Pompano Beach MSA were available from the BLS 
website from 1990 to 2017.  Therefore, pre-disaster employment growth trends could not be accurately 
assessed.  However, the chart above illustrates that the Miami MSA did not experience any loss of 
employment post Andrew and in fact, even with a minor pause in growth after the Early 2000s 
Recession, the average annual employment growth rate from August 1992 to December 2007 was 2.7%.  
The Great Recession hit the Miami MSA hard and recovery began in early 2010.  From August 2010 to 
August 2017, the region’s employment growth averaged 2.8% -- slightly higher than the post hurricane 
annual growth rate. 

  

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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The Great Flood of 1993 and Des Moines Economic Trends 
Description 
“The Great Mississippi and Missouri Rivers Flood of 1993 (or "Great Flood of 1993") occurred in the 
American Midwest, along the Mississippi and Missouri Rivers and their tributaries, from April to October 
1993.  The flood was among the most costly and devastating to ever occur in the United States, with $15 
billion in damages.  The hydrographic basin affected over around 745 miles (1,199 km) in length and 435 
miles (700 km) in width, totaling about 320,000 square miles (830,000 km2).  Within this zone, the 
flooded area totaled around 30,000 square miles (78,000 km2) and was the worst such U.S. disaster 
since the Great Mississippi Flood of 1927, as measured by duration, area inundated, persons displaced, 
crop and property damage, and number of record river levels. In some categories, the 1993 flood even 
surpassed the 1927 flood, at the time the largest flood ever recorded on the Mississippi.” (Wikipedia) 

While the flood affected a very large geographic area, the Des Moines, Iowa region was especially hard 
hit.  For the purposes of this analysis, the Des Moines-West Des Moines, IA MSA, was selected as the 
region most representative of the effects of the Great Flood of 1993. 

Economic Trends and Impacts 
As illustrated on the chart above, the Des Moines MSA employment trends were not demonstrably 
impacted by the flood.  In the period preceding the flood, the region was growing at an annual average 
rate of 2.5%.  In the period following the flood, from August 1993 to December 2007, even including the 
slowdown during the Early 2000s Recession, the region’s employment growth rate averaged 2.0%.  After 
the Great Recession, the region’s employment growth recovered strongly.  From August 2010 to August 
2017, the region’s employment growth average 2.1% per year. 

  

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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The Northridge Earthquake and Los Angeles Economic Trends 
Description 
“The 1994 Northridge earthquake occurred on January 17, at 4:30:55 a.m. PST and had its epicenter in 
Reseda, a neighborhood in the north-central San Fernando Valley region of Los Angeles, California. It 
had a duration of approximately 10–20 seconds. The blind thrust earthquake had a moment magnitude 
(Mw) of 6.7, which produced ground acceleration that was the highest ever instrumentally recorded in 
an urban area in North America, measuring 1.8g (16.7 m/s2) with strong ground motion felt as far away 
as Las Vegas, Nevada, about 220 miles (360 km) from the epicenter. The peak ground velocity at the 
Rinaldi Receiving Station was 183 cm/s (4.09 mph or 6.59 km/h), the fastest peak ground velocity ever 
recorded. In addition, two 6.0 Mw aftershocks occurred, the first about one minute after the initial 
event and the second approximately 11 hours later, the strongest of several thousand aftershocks in all. 
The death toll was 57, with more than 8,700 injured. In addition, property damage was estimated to be 
between $13 and $50 billion, making it one of the costliest natural disasters in U.S. history.” (Wikipedia) 

Economic Trends and Impacts 
For the analysis of the long-term regional growth impact of the Northridge Earthquake, BLS employment 
data for the entire Los Angeles-Long Beach-Anaheim, CA Metropolitan Statistical Area was used.  
According to the chart above, employment growth in the region, which was on a downward trajectory 
prior to the earthquake, experienced a dramatic recovery after the disaster.   From June 1994 to June 
2001 and the beginning of the Early 1990s Recession, the region experienced an annual employment 
growth rate of 1.90%.  In the period from December 2003 to December 2007 and the start of the Great 
Recession, the Los Angeles MSA’s employment grew at an annual rate of 1.20%.  Apparently, the Los 
Angeles MSA was especially hard hit by the Great Recession and only began employment recovery in 
late 2010.  From August 2010 to August 2017 the L.A. region began recovering – adding jobs at an 
annual rate of 1.90% -- essentially the same rate of growth as the period following the earthquake. 

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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Hurricane Katrina and New Orleans Economic Trends 
Description 
 “Hurricane Katrina was an extremely destructive and deadly tropical cyclone that was the costliest 
natural disaster and one of the five deadliest hurricanes in the history of the United States.  It was the 
eleventh named storm, the fifth hurricane, and the third major hurricane of the record-breaking 2005 
Atlantic hurricane season.” (Wikipedia) 

“The storm caused severe destruction along the Gulf coast from central Florida to Texas, much of it due 
to the storm surge and levee failure in the New Orleans area.  Severe property damage occurred in 
coastal areas, such as Mississippi beachfront towns where boats and casino barges rammed buildings, 
pushing cars and houses inland; water reached 6–12 miles (10–19 km) from the beach. The storm was 
the third most intense United States landfalling tropical cyclone, behind the 1935 Labor Day hurricane 
and Hurricane Camille in 1969. Overall, at least 1,245 people died in the hurricane and subsequent 
floods, making it the deadliest United States hurricane since the 1928 Okeechobee hurricane. Total 
property damage was estimated at $108 billion (2005 USD), roughly four times the damage wrought by 
Hurricane Andrew in 1992 in the United States. (Wikipedia) 

 

Economic Trends and Impacts 
For the analysis of the long-term regional growth impact of Hurricane Katrina, BLS employment data for 
the entire New Orleans–Metairie Metropolitan Statistical Area was used.  The New Orleans MSA 
received the vast majority of the damage from the hurricane including high winds, rainfall and storm 
surge.  According to the chart above, employment growth in the region, was in a 7-year “no growth” 
period prior to the disaster.  Prior to that period, from January 1990 to January 1998, the New Orleans 
MSA’s employment was growing at a steady clip – annual average compound growth rate of 1.82%.  In 

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment,  from BLS.gov website, October 2017.   
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the subsequent 7-year period (January 1998 to January 2005) employment growth slowed to 0.03% 
annually.   

The economic effects of Hurricane Katrina were disastrous for the New Orleans MSA.  Over the 2-month 
period following Katrina, the BLS estimated that the region lost 30% of the jobs in the region – a loss of 
178,000 jobs.  A fairly rapid jobs recovery occurred over the next two years (to October 2007), adding 
back almost 100,000 jobs from the lowest point.  In the following (nearly 10 year) period to August 
2017, the New Orleans MSA has added an additional 41,000 jobs.  However, the region has still not 
recovered all of the jobs lost due to Katrina. 
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The 2011 Joplin Tornado and Economic Trends 
Description 
“The 2011 Joplin tornado was a catastrophic EF5-rated multiple-vortex tornado that struck Joplin, 
Missouri, late in the afternoon of Sunday, May 22, 2011. It was part of a larger late-May tornado 
outbreak and reached a maximum width of nearly 1 mile (1.6 km) during its path through the southern 
part of the city.  It rapidly intensified and tracked eastward across the city, and then continued eastward 
across Interstate 44 into rural portions of Jasper County and Newton County.  It was the third tornado to 
strike Joplin since May 1971.  Overall, the tornado killed 158 people (with an additional three indirect 
deaths), injured some 1,150 others, and caused damages amounting to a total of $2.8 billion. It was the 
deadliest tornado to strike the United States since the 1947 Glazier–Higgins–Woodward tornadoes, and 
the seventh-deadliest overall. It also ranks as the costliest single tornado in U.S. history.   Estimates 
stated Joplin damage could be $3 billion. By July 15, 2011.” (Wikipedia) 

Economic Trends and Impacts 
For the analysis of the long-term effects of the Joplin 2011 Tornado, the BLS employment series for the 
entire Joplin-Miami, MO-OK MSA was used and is shown in the chart above.  A review of the data in the 
chart above reveals a slower job growth in the region after the disaster.  From January 1990 to January 
2000, the Joplin region grew at an annual average compound rate of 2.3%. Over the next 10-year period 
prior to the disaster (from January 2000 to January 2010) the annual rate of employment growth 
declined to 0.20%.  After the Tornado, the Joplin MSA’s job’s increased only slightly essentially a zero-
annual rate of growth. 

 

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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Hurricane Sandy and New York Economic Trends 
Description 
“Hurricane Sandy was the deadliest and most destructive hurricane of the 2012 Atlantic hurricane 
season, and the second-costliest hurricane in United States history.  Classified as the eighteenth named 
storm, tenth hurricane and second major hurricane of the year, Sandy was a Category 3 storm at its 
peak intensity when it made landfall in Cuba.  While it was a Category 2 hurricane off the coast of the 
Northeastern United States, the storm became the largest Atlantic hurricane on record (as measured by 
diameter, with winds spanning 1,100 miles (1,800 km)).  Estimates as of 2015 assessed damage to have 
been about $75 billion (2012 USD), a total surpassed only by Hurricane Katrina.  At least 233 people 
were killed along the path of the storm in eight countries.” “Its storm surge hit New York City on 
October 29, flooding streets, tunnels and subway lines and cutting power in and around the city.  
Damage in the United States amounted to $71.4 billion (2013 USD).”  (Wikipedia) 

Economic Trends and Impacts 
While Hurricane Sandy affected a very large area, the New York-Newark-Jersey City, NY-NJ-PA MSA was 
selected for this analysis.  The employment data from the BLS is displayed in the chart above.  The New 
York region has been extremely vulnerable to national recessions. Discounting those recession years, the 
New York MSA has experienced significant job growth.  Job growth after Sandy is same as prior periods.  

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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New York MSA Non-Recession Job Growth Rates 

Growth Period From To Compound Annual Job Growth Rate 
Post Early 90’s Recession Jan-93 Jan-00 1.75% 
Between Early 2000s and Great Recession Dec-02 Dec-07 0.81% 
After the Great Recession Jan-10 Aug-17 2.18% 
After Hurricane Sandy Aug-12 Aug-17 1.90% 
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Houston Events and Economic Trends 
The following chart presents the Houston-The Woodlands-Sugar Land, TX metropolitan statistical area 
MSA employment trends from 1990 to 2017.    

 

The Houston MSA experienced two noteworthy natural disaster events prior to Hurricane Harvey. 

Tropical Storm Allison - Description 
“Tropical Storm Allison was a tropical storm that devastated southeast Texas in June of the 2001 Atlantic 
hurricane season, and was also the third-highest in terms of rainfall in the United States, behind 
Hurricane Hiki in 1950, and Hurricane Harvey in 2017. An arguable example of the "brown ocean effect", 
Allison lasted unusually long for a June storm, remaining tropical or subtropical for 15 days, most of 
them over land dumping torrential rains. The storm developed from a tropical wave in the northern Gulf 
of Mexico on June 4, 2001, and struck the upper Texas coast shortly thereafter. It drifted northward 
through the state, turned back to the south, and re-entered the Gulf of Mexico. The storm continued to 
the east-northeast, made landfall on Louisiana, then moved across the southeast United States and Mid-
Atlantic. Allison was the first storm since Tropical Storm Frances in 1998 to strike the northern Texas 
coastline.   The storm dropped heavy rainfall along its path, peaking at over 40 inches (1,000 mm) in 
Texas. The worst flooding occurred in Houston, where most of Allison's damage occurred: 30,000 
became homeless after the storm flooded over 70,000 houses and destroyed 2,744 homes. Downtown 
Houston was inundated with flooding, causing severe damage to hospitals and businesses. Twenty-three 
people died in Texas. Along its entire path, Allison caused $9 billion (2001 USD) in damage and 41 
deaths. Aside from Texas, the places worst hit were Louisiana and southeastern Pennsylvania.”  
(Wikipedia). 

 
Source:  U.S. Bureau of Labor Statistics, Monthly State and Area Employment, from BLS.gov website, October 2017.   
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Compounding the economic effects of the disaster were the double economic catastrophes of the early 
2000’s.  First was the national Recession of the Early 2000’s and second was the well-documented 
bankruptcy of Enron and other businesses in the Houston region. 

Hurricane Ike - Description 
“Hurricane Ike was a powerful tropical cyclone that swept through portions of the Greater Antilles and 
Northern America in September 2008, wreaking havoc on infrastructure and agriculture, particularly in 
Cuba and Texas. Other locations were also seriously affected by Ike, which was ultimately the third-
costliest of any Atlantic hurricane and resulted in $37.5 billion in damages, with only hurricanes Sandy 
(2012) and Katrina (2005) estimated higher” (Wikipedia) 

“On the morning of September 13, 2008, the eye of Hurricane Ike approached the upper Texas coast, 
making landfall at 2:10 am CDT over the east end of Galveston Island, with a high storm surge, and 
travelled north up Galveston Bay, along the east side of Houston [87] (see storm-path image). People in 
low-lying areas who had not heeded evacuation orders, in single-family one- or two-story homes, were 
warned by the weather service that they faced "certain death" from the overnight storm surge.  Nearly 
16,000 families in the Galveston-Houston area stayed in temporary shelters under federal housing 
programs, while 1,700 were referred for assistance but could not be reached or were refused aid” 
(Wikipedia) 

“In Galveston, by 4 pm CDT (2100 UTC) on September 12, the rising storm surge began overtopping the 
17-ft (5.2 m) Galveston Seawall, which faces the Gulf of Mexico; waves had been crashing along the 
seawall earlier, from 9 am CDT.  Although Seawall Boulevard is elevated above the shoreline, many 
areas of town slope down behind the seawall to the lower elevation of Galveston Island. (Wikipedia).  
Even though there were advance evacuation plans, Mary Jo Naschke, spokesperson for the city of 
Galveston, estimated that (as of Friday morning) a quarter of the city's residents paid no attention to 
calls for them to evacuate, despite predictions that most of Galveston Island would suffer heavy flooding 
storm tide.   By 6 pm Friday night estimates varied as to how many of the 58,000 residents remained, 
but the figures of remaining residents were in the thousands. [92] Widespread flooding included 
downtown Galveston:[87] six feet (2 m) deep inside the Galveston County Courthouse, and the 
University of Texas Medical Branch, the primary hospital in Galveston county, was dealt significant 
damage due to flooding. The wide-scale flooding caused failures to all the facilities systems and allowed 
mold to invade all the buildings.  Tourist attractions on the island suffered various degrees of damage. 
The Lone Star Flight Museum suffered massive damage, as the storm surge washed through the airport 
and hangars with about 8 feet (2.4 m) of water; however, Moody Gardens was built with storms in mind 
and was able to withstand the worst of the storm.” (Wikipedia) 

 “In Houston, windows also broke in downtown buildings, including the 75-story JP Morgan Chase 
Tower, and Reliant Stadium lost part of its roof.  As a result of the high wind and eye wall that passed 
directly through the city, power outages were a major problem. Some residents were without electricity 
for over a month. Because the storm system moved rapidly and did not linger over Houston, flooding 
was not a major problem for most of the city, as it normally is in a storm event, as a result of the 
relatively flat topography.” (Wikipedia) 

Economic Trends and Impacts 
National economic downturns were coincidental to these two events.  According to the National Bureau 
of Economic Research, the U.S. economy was in a period of contraction from March 2001 to November 
2001, after a 10-year period of expansion.  Tropical Storm Allison occurred in the middle of this time 
frame.  Clouding, and possibly compounding, the economic effects of Hurricane Ike was the 
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simultaneous occurrence of the Great Recession’s delayed arrival (nine months after the recession’s 
official national start in December of 2007) in the Houston MSA.   After Hurricane Ike, the region did lose 
jobs (Ike and the delayed effects of the Great Recession).  Houston MSA job recovery began in January 
of 2010 and has continued to the 2015-16 regional slowdown from the contraction of the upstream oil 
and gas sector. 

Houston MSA Growth Rates Related to Previous Natural Disasters 

  Annual Average Compound Employment Growth Rates 

 
Disaster 

Date 
Whole 
Period1 

Non-
Recessions 

Post 
Disaster 

5-yr Post 
Event 

15-yr. Post 
Event 

Houston Overall  2.15% 2.21%    

After Allison 10-Jun-01   1.66% 1.28% 1.69% 

After Ike 13-Sep-08   1.61% 1.64%  
1 BLS data available for the Houston MSA from January 1990 through August 2017 

The Houston MSA has been resilient to natural and economic disasters over the past 50 years.  The table 
above illustrates annual average employment growth over the 27-year period covered by current BLS 
employment statistics as well as the growth rates after the most recent natural disasters.   

Analogous Disasters Economic Comparisons 
The following table illustrates the growth rates of the regions which were most affected by the natural 
disasters.  The employment data periods were limited by the historical databases available through the 
BLS website and were generally 1990 to August 2017.  Since the Oakland Hills Fire occurred in 1991, the 
period from 1972 to 2017 was used. 

Comparison of Growth Patterns Post-Disaster 

  
Employment 
Data Covered 

Annual Average Growth Rates 

REGION 
Disaster 

Date From To 
Whole 
Period 

Post 
Disaster  

5-yrs. Post 
Event 

15-yrs. 
Post Event 

Non-
Recessions 

Oakland 19-Oct-91 1972 2017 1.69% 0.99% 0.97% 1.19% 1.23% 
Miami 16-Aug-92 1990 2017 1.65% 1.96% 3.86% 2.76% 2.39% 
Des Moines 1-Apr-93 1990 2017 1.76% 1.66% 2.67% 1.81% 1.77% 
Los Angeles 17-Jan-94 1990 2017 0.42% 0.76% 2.02% 2.76% 0.86% 
New Orleans 23-Aug-05 1990 2017 0.28% 0.21% -0.93% -0.41% 0.09% 
Joplin 22-May-11 1990 2017 1.04% 1.07% 0.55% 5.0 yrs. only 1.03% 
New York 22-Oct-12 1990 2017 0.64% 0.96% 1.33% 4.9 yrs. only 0.96% 

 Averages   1.07% 1.09% 0.95% 1.17% 1.19% 

 

Overall Conclusion 
The comparison of average growth rates across disaster-afflicted metro regions does not show 
credible evidence of long term negative effects. 

On average, post disaster growth rates in the analog regions were slightly higher than the entire period 
supporting the notion that there were no long-term economic effects on the affected regions.   
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Exceptions.  Oakland’s economic growth has been lower overall since the fire, but Oakland’s economy 
was hit harder during the Great Recession than any other region.  New Orleans’ economic growth has 
been slow over the entire 27-year period and may not qualify as analogous to Houston post Harvey. 

In the table above, the growth rates in the regions were analyzed for a period of 5 years after the event 
and 15 years after the event.  On Average, the regions 15-year average annual growth exceeded the 5-
year growth rates.  (NOTE:  Hurricane Katrina, the Joplin Tornado and Hurricane Sandy were relatively 
recent events.  In the case of New Orleans, the 15-year averages show are, in fact, only 12-year average 
growth rates.  In the case of New York, the 5-year average covered only 4.9 years.)  

Exceptions.  Both Miami’s and Des Moines’ annual growth rates declined in the 15-year post event 
analysis but both experienced robust growth.  Both Oakland and Los Angeles 15-year average growth 
rates were higher than the 5-year rates.  New Orleans economy lost jobs over the entire 15-year post 
Katrina period. 
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V. OPINIONS OF LOCAL ECONOMISTS AND BUSINESS / LAND 
DEVELOPMENT PROFESSIONALS 

CDS sought opinions from respected Houston-area economists and developers familiar with the drivers 
of Houston’s economy and growth.  To gather these opinions, CDS sent out a questionnaire on the topic 
of Harvey’s impacts to near and longer term growth.   

The overall conclusions were that: 

• Harvey’s economic and demographic impacts, at the regional level, are very temporary. 

• There was little basis to project any structural change to Houston’s overall long term economic 
growth pattern in terms of jobs or population. 

• The region’s historic core industries and capital providers are already familiar with flood risks 
and will not reduce their commitments to or re-direct growth investments away from Houston, 
even though there may be some additional costs associated with those situated on flood-prone 
sites. 

• None speculated that Houston would suffer an opportunity cost in core industry diversification, 
as little further diversification was expected anyway. 

• There will likely be spatial impacts at the local / neighborhood level as flood risks are re-
evaluated and re-mapped. 

• There is some expectation that meaningful policy and/or infrastructure improvements will be 
made to better prepare the region for inevitable future flood events. 

Questionnaire Introductory Text 
“These questions are to help CDS prepare an analysis of the likely impacts of Hurricane / Tropical Storm 
Harvey on the Houston region’s population, housing, and employment growth over the short and long 
term.  We are requesting responses from professionals such as yourself that are knowledgeable about 
the Houston and Texas economies.  Responses should be succinct but contain as much information as 
necessary to explain your reasoning. 

CDS will use the results of this survey, plus other research such as academic studies of other major 
disasters to strike large urban areas, to form conclusions about whether Harvey is likely to change 
previous forecasts of the Houston region’s growth trajectory, and if so, how.  Ultimately, this analysis will 
inform a new forecast of population, households, and employment that serves as input into projections 
of traffic and revenue to be generated on two toll road facilities planned by TxDOT, the SH 249 Toll Road 
in Montgomery and Grimes counties and the Grand Parkway Segment B from I-45 to SH 288 in Galveston 
and Brazoria counties. 

We are interested in both your general thoughts, hard data, and reliable anecdotal reporting about what 
you are hearing from businesses and others.  You can type your answers in the spaces provided after 
each question.  If you prefer not to answer a particular question, please indicate that rather than leave 
the question blank. 

Thank you for helping out CDS on this public investment study.” 
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Respondents 
Respondents to the questionnaire included the following individuals, who may have also consulted 
others within their respective organizations for opinions as well: 

• Dr. Bill Gilmer, University of Houston, Bauer College of Business, Institute for Regional 
Forecasting 

• Jesse Thompson, Business Economist, Federal Reserve Bank of Dallas, Houston Branch 
• Brett Walker, Executive Vice President, Parkside Capital 

Questionnaire Responses 
The responses received are provided for each question below, randomized and without specific 
attribution to the specific respondent. 

The following questions concern your assessment of SHORT TERM (3-5 year) 
impacts of Harvey on Houston’s economy and growth. 
1. Are businesses in local core or basic industries (such as oil and gas production or petrochemical 

refining) likely to either contract or defer capital and/or labor investments, as a result of Harvey? 

• No, not because of Harvey.  Flooding from Harvey never posed a significant threat to these 
plants.  They did not shut down until Harvey backed into the Gulf again, threatening a second 
landfall.  By that time, they also realized street flooding would be serious enough employees 
could not move, emergency services could not respond, etc.  The bigger threat to these plants is 
storm surge, which if high enough to threaten electric motors can shut them for a few weeks.  
Plants that closed on the Mississippi River after Katrina had control systems flooded, which took 
them out for months.  There was no surge threat.  These are bulk commodities industries and 
rail and water are essential to the economics of the plants.   

• No. However, it may cause short delays due to logistical constraints on construction labor. 

• I have seen no downturn from these core industries since Harvey.  Every local company I’ve 
talked with seems to be moving forward as planned, although some foreign companies with less 
knowledge and familiarity of Houston paused briefly to re-evaluate but now seem to be moving 
ahead. 

2. How are businesses in non-basic industries (retail, dining and personal services; hospitality; 
construction; real estate and housing; etc.) likely to be affected in terms of investment, staffing and 
wages? 

• Smaller businesses that live paycheck to paycheck or are under insured are more likely to go 
under if they were flooded - particularly Leisure and Hospitality (restaurants and bars). 
However, our survey respondents in the region were largely sanguine about the prospects of 
recovery and retained staff…Over the six months, in areas where there was significant flooding, 
I’d expect the substitution of disposable income from industries such as “other services” and 
“leisure” to construction, insurance, and related industries to be significant, but temporary. 
Wage pressures will likely be redistributed accordingly. 

• We have seen an uptick in demand for warehouse and distribution space from retail home 
improvement companies on a short term (3-5 year) basis. I suspect this funnels through to their 
retail operation and requires additional staffing and investment.  Other retail and non-basic 
industries seem to have rebounded quickly. 
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• The September payroll data showed a temporary loss of 25,000 jobs as everyone took shelter.  
The biggest losses were in food service (-13,700), arts and entertainment (-3,700), healthcare (-
3,300), accommodation (1,300).  Most of these jobs will be back quickly.  There is usually a small 
boom in retail and construction that follows these storms, mostly offsetting the economic losses 
to the period of shelter. (Don’t confuse the damage on the balance sheet with the follow of 
employment, jobs, and production.) But these secondary industries, heavy on time-sheet 
employees, take the brunt of mostly short-lived job losses.  The scope of the flooding outside 
the 500-year floodplain leaves open for small business owners the same issues that many home 
owners face regarding a lack of flood insurance.   Were they insured, do they want to rebuild, 
etc. 

3. Are out-of-region capital providers or business owners and managers likely to view the Houston 
region as having an elevated risk level for investment specifically due to Harvey? 

• I think that is a possibility.  We have seen some capital providers require additional 
documentation specifically regarding drainage systems and flood mitigation, although those 
providers have continued to invest in Houston once the additional support is provided.   

• Elevated? It is certainly a big reminder of continuing risk from tropical storms on the Gulf Coast 
– SE Texas floods Dean, Francis, Allison, Ike, Harvey … Are the floods a statistical quirk (entirely 
possible) or is global warming changing the risk in ways we don’t understand.  There is no firm 
answer here, and I don’t know how investors might view it.  Also, the storm exposed some 
significant infrastructure problems in Houston.  A real response might mitigate perceptions. 

• I don’t think so, no. 

4. Do you think resources devoted to recovery and rebuilding will constrain the ability of some 
economic sectors to grow?  If so, which ones and why? 

• The only short-term problem I hear repeatedly discussed is a shortage of construction workers.  
Past storms like Ike and Allison have come at a time the U.S. economy is weak, and construction 
workers across the country were attracted to short-term work here.  Now labor is short here, 
the U.S. economy strong, and we compete with Florida for short-term help. 

• Yes. See my answer to #2. 

• The construction trades could be slower to take on and complete jobs due to the amount of 
rebuilding jobs available for the next 6 months. 

5. Are existing residents’ decisions on whether to change household status (go from renting to owning, 
for example), relocate within the region, create or enlarge families, or stay in the region at all, likely 
to be impacted, and in what ways? 

• No. for those whose homes were destroyed, or who get bought out by the county/city/state, 
there may be a shift to renting depending on the extent to which insurance and aid dollars are 
able to make them whole from the loss in equity, but I do not see this having a significant effect 
otherwise, there may be a short period of higher wages. 

• I think so.  Not so much renting vs owning but definitely relocating within the region.  And on a 
more micro level, relocating within a specific area in a specific submarket.  For example, I have 
heard stories of particular communities in a certain suburb being essentially black listed by 
residential realtors due to flooding during Harvey and other areas near the flooded communities 
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seeing an increase in housing demand and pricing due to the fact that they didn’t flood when 
their neighbors did. 

6. Will the Houston region’s attractiveness for domestic or international immigration be impacted? 

• It is possible but I think it will be minimal. 

• This would imply long-term damage to the economy that would hurt job growth.  The draw of 
jobs is what makes in-migration work. International migration also works along well-established 
migration trails based on family ties.  Houston is a destination because of history of migration.  
There is no damage to any of Houston main economic drivers in exploration and production, 
machinery and fabricated metals, downstream refining and chemical, medical or JSC.  Most of 
this is office-based business, and the main disruption from Harvey was the lack of mobility for 
employees. 

• Temporarily, if at all. People have short memories, and I think the apparent resilience of the city 
will assuage any fears generated by apocalyptic reporting. 

7. Will the experience of Harvey and other recent flooding events affect the patterns of growth within 
the region – some areas may become favored or disfavored that had not been previously?   

• I hope so.  FEMA subsidies to rebuild where you should not is a recurring problem.  If private 
efforts to mitigate the flooding (emergency generators on the room, flood gates) or public 
infrastructure fail to afford protection at the 100-year level, I would hope economics would 
discourage construction. 

• I think so. I don’t know to what extent.  Meyerland floods regularly, but home values still 
appreciate. 

• Yes I think so, particularly the areas flooded by the release of water from the Addicks reservoir.  
People lived for years in the shadow of this reservoir or downstream from this reservoir without 
ever thinking of this type of event.  Because a release of water like this had never happened, it 
was viewed by residents as a “never going to happen” event.  Now that this area has suffered 
the effects of such a release, I believe it will be viewed in a different way. 

8. Will construction and development costs be significantly impacted? 

• Yes. homes will likely be required to have more elevation, and regulations for holding/slowing 
runoff in ponds and related development requirements will likely make construction more 
expensive. 

• I think development cost could be minimally impacted unless additional regulations and 
requirements are put into place.  If this happens, more engineering and expertise will be 
required and costs could see a more substantial increase.  I do think construction costs will 
increase because the demand for highly skilled construction trades is at an all time high due to 
the amount of rebuilding work. 

• Construction costs are a very short-term issue.  The cost of more desirable land should rise 
relative to risky alternatives.  Overall land prices may rise marginally as the supply of land for 
development is constrained.  Again, private or public mitigation possibilities?  We have land 
available in Houston, a favorable public perception of development, and institutions like MUDs 
that promote it. 
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The following questions concern the MIDDLE TO LONG TERM (beyond 5 years) 
impacts from Harvey. 
1. Will Harvey have an impact on the long term potential for in-region growth of the region’s core or 

basic industries?  Could potential growth in these industries be diverted to other regions?  Why or 
why not? 
• Very unlikely.  The E&P industry in Houston is huge cluster of engineering and technical 

expertise that is office-based.  Medical office-based.  Space Center office based.  They sustained 
no damage.  The Ship Channel industries are there because they need water and rail; their 
threat is from surge.  The machinery and fabricated metals is another cluster of specific skills are 
pumps, valves, and machining activities.  Operating inside these clusters provides significantly 
lower costs through access to specific kinds of labor and puts you inside the industry knowledge 
loop. 

• No. 

• I don’t think so.  The issue of flooding has been a part of the Houston region for decades and the 
basic/core industries have adapted to doing business in this region. 

2. Will Harvey affect Houston’s ability to attract or grow new basic or core industries?  Why or why 
not? 
• No. 

• No. I think Houston already has trouble attracting new core industries outside the oil and gas 
and medical sectors but that is not attributable to Harvey. 

• I have no idea.  Too hypothetical.  I don’t see why.   

3. Will national and international business decision makers and providers of capital change their views 
of Houston as a business location, as compared to other potential locations in North America, due to 
Harvey and other flood events?  If so, how? 
• I think they will to some extent. The need to serve such a large economy will remain so they will 

have to continue to do business in Houston, but I do think they will assign a higher level or risk 
to investment in Houston due to Harvey and flooding. 

• This is way overblown.  The pictures on TV generated enormous empathy.  First, this is primarily 
a housing problem – not about the broader economy.  But people around the country could 
relate to losing a home in ways that they could not relate to the effects of have billion ton/year 
ethylene plant down. Second, this storm hit the middle and upper class hard, meaning a lot of 
decision-makers and media actually knew people affected, unlike – say -- a bad flood in the 
Greenspoint area.  Which Harvey also was. Finally, there is a need for the state to grossly over-
estimate the damages until it secures billions of federal dollars in funding for relief. We have to 
promote our damages and losses as horrific until the feds come up with the cash. If there is 
long-term damage it will be a product of our own propaganda. 

• Not without a statistically significant increase in the frequency or severity of the average storm 
event. 

4. Will Harvey affect Houston’s ability to attract labor over the long term?  If so, will certain types of 
labor be more affected than others? 
• Not with adequate infrastructure and remediation.  Unless something has changed in the way 

we look at tropical storms, I don’t think so.  There is absolutely no history that past storms have 
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had this effect.  The effects of these storms works through the economy in a matter of three to 
six months.  Period.   

• No. 

• No I don’t think so. 

5. Do you expect Harvey to measurably shift the Houston region’s population and household growth 
over the long term?  If so, which components of growth do you think would be particularly affected 
– incoming migration, local family and household formation, local retirees, etc.?  Why or why not? 
• No. 

• I think it will shift additional population to the newer communities in the suburbs that benefit 
from modern engineering. From families to retirees, everyone saw those benefits during Harvey 
and master planned community developers and homebuilders will use that to capture additional 
market share. 

• No, no, no.  No more than Dean, Allison, Francis, Ike, … Is Miami asking itself these questions? 

6. Are their particular public or private sector actions or investments related to flood control and risk 
mitigation that could influence the above answers?  Please be as specific as you can. 
• Yes, I think improvements to the reservoirs, including a third reservoir, and bayou/channel 

improvements and capacity increases could help the older communities that flooded during 
Harvey.  However, even with those improvements, there will be skepticism from the public that 
the improvements will work with stressed with another Harvey type event.  It will be as much a 
PR challenge as engineering issue. 

• Harvey clearly exposed problems in our systems of reservoirs and dams, in their age, structural 
integrity and management.  Barker, Cypress, Conroe, Lake Houston, … all exposed as 
inadequate.  Also, it points out the flooding implications of improper maintenance & 
management of these resources as being just as important as storm surge – flooding risks 
exposed dramatically by Ike.  There will have to be discussion of both kinds of flooding, and 
recognition that they are very different risks.  Don’t under-estimate private mitigation steps as 
well.  We have already seen many building owners undertake major efforts at prevention and 
remediation.  The Texas Medical Center is the best example.  But apartment damage was half of 
Ike this time, and office building damage quite low.  This has to be a product of lessons well 
learned.   

• Perhaps.  A failure to improve runoff mitigation requirements, improve water reservoir capacity, 
improve storm surge protections through something like the Ike Dyke or investment in 
mangroves, coastal wetlands and other natural defenses. 

7. Are long term geographical patterns of development and growth in the Houston region likely to 
change, or not, due to Harvey and the perception of flood risk?  If so, what do you think those 
changes would be?  What public sector actions, related to flood control and risk mitigation, might 
affect those changes? 
• How do we look at this flood?  Is it the thousand year flood, or is the risk much higher? Then tell 

me the infrastructure measures needed to respond to flooding at the level of protection you 
choose, which mitigation measures are justified and undertaken, and THEN I can tell you how 
development patterns might change. Also, what measures to protect against storm surge to 
protect the coast and ship channel?   

• No. Climate change for the worse would need to become apparent first. 
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• Yes, I think they will.  See answers to questions 5 and 6 above. 

Additional Opinion – Patrick Jankowski, Greater Houston Partnership 
Patrick Jankowski, of the Greater Houston Partnership, is another of Houston’s leading local economists.  
He was not a participant in the survey, but has been covered extensively in the media regarding 
Harvey’s likely impacts to Houston’s economy.  Some key media and publication quotes are excerpted 
below. 

 

“Hurricane Harvey had little impact on Houston’s business structure,” continued Patrick 
Jankowski, CCR, senior vice president research and regional economist for the Greater Houston 
Partnership.  “Harvey hit the recovery reset button, not the rewind button.” 

“Ike affected the business community while Harvey disrupted families and consumers more. 
Harvey had little impact on business structure.” 

– “Jankowski:  Hurricane Delayed Houston’s Economic Recovery, It Didn’t Kill It”, Realty News 
Report, November 10, 2017, http://realtynewsreport.com/2017/11/10/jankowski-hurricane-
delayed-houstons-economic-recovery-it-didnt-kill-it/ 

 

“If $26 oil didn’t destroy Houston, Hurricane Harvey is not going to destroy Houston.” 

– “Harvey Recharges Offshore as Crippled Houston Counts the Cost”, Bloomberg News, August 
28, 2017, https://www.bloomberg.com/news/articles/2017-08-28/harvey-threatens-
louisiana-with-flooding-after-crippling-houston 

 

“The storm should have a minimal impact on long-term population growth.  Most individuals 
chose a city based on economic opportunity, culture, affordability, or to be close to family and 
friends.  Harvey did nothing to change that.  The impact on residential real estate is yet to be 
determined.  Countless of changes will be proposed.  It is critical that the more viable and cost-
effective solutions will be implemented before another event like Harvey visits the region.” 

– 2018 Houston Employment Forecast, Greater Houston Partnership, December, 2017 

 



 
 
 

 
 

Appendix B 

Documentation for Stated Preference Survey 

The following appendix contains the documentation of the stated preference survey conducted 

for the proposed SH 249 Project. It includes detailed description of study design, implementation, 

survey results, and the model estimation prepared by Resource Systems Group, Inc. (RSG). 
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TO: Ram Maddali, CDM Smith 
 
FROM: Mark Fowler and Tristan Cherry, RSG 
 
CC:  
 
DATE: December 15, 2017 
 
SUBJECT: Houston SH 249 Value of Time Update 

  

In February of 2015, RSG conducted a stated preference (SP) survey for automobile drivers who 
could potentially use a proposed extension of SH 249 from FM 149 SH 105 northwest of Houston, 
TX. In the approximately three years that have elapsed since that original data collection effort, it is 
possible that the original estimates of value of time (VOT) may need updating to reflect any 
socioeconomic changes in the region. In general, VOTs in a particular corridor area can be affected 
by several factors, including: 

1. The types of trips being made (i.e. trip purposes, trip lengths), 

2. The general travel conditions (i.e. congestion levels on existing roads), 

3. The characteristics of the households making trips (i.e. household incomes), and 

4. Economic conditions. 

While there may have been some changes in trip types and travel conditions in the corridor, they are 
likely to have been small and their effects are most likely mixed. The factors that are more likely to 
affect values of time over this period are the characteristics of the households traveling in the 
corridor and the prevailing economic conditions in the region. 

Two macroeconomic effects can have an impact on values of time. First, inflation directly affects the 
net value of a given income level. Since the survey was conducted in 2015, both the values of time 
and the income levels are in 2015 $. Over the period from February of 2015, when the study began, 
to October 2017, when the latest data is available, the consumer price index (CPI) has risen 
approximately 6.1%, according to Bureau of Labor Statistics (BLS) data for the Houston-Galveston-
Brazoria area. All else equal, the nominal value of time should be increased by 6.1% to reflect current 
2017 $.  

Table 1 shows bi-monthly CPI values for the Houston-Galveston-Brazoria region, re-normalized to 
1.0 for the month of February 2015, corresponding to when the original study was conducted. The 
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table shows that, over the past two years and eight months, CPI in the region has been variable, with 
slight decreases in CPI in late 2015. Despite these decreases, there has been a steady upward 
trajectory since February of 2016.  

TABLE 1: HOUSTON-GALVESTON-BRAZORIA CPI GROWTH 

Year  Feb Apr Jun Aug Oct Dec 

2015 1.000 1.010 1.017 1.021 1.020 1.013 

2016 1.020 1.025 1.033 1.030 1.038 1.036 

2017 1.042 1.046 1.050 1.052 1.061 -- 

The second potential economic effect that can influence travelers’ willingness to pay is changes in 
discretionary spending. For example, consumers could change the amounts they spend independently 
of changes in income by trying to save money in anticipation of more difficult economic times. 
Consumer expenditures data are reported by the (BLS) at the regional level in calendar year intervals 
for overall expenditures and at and multiyear formats. The most recent data for overall expenditures 
is available at the MSA level for the Houston region. For the purposes of this analysis, the most 
recently published data for 2016 is compared against the total expenditures from 2015. Between 2015 
and 2016, average household spending in the region decreased by 3.7%, not keeping up with CPI 
inflation. Accounting for inflation, residents of the Houston region by the end of 2016 were 
spending less money in absolute terms than they were in 2015.  Total spending on transportation 
items increased by approximately 0.9% during this same period, while non-inflation adjusted 
spending on gasoline decreased by approximately 20.1%. In other words, consumers in the region are 
spending less of their income on fuel in 2016 than they were in 2015. Between 2015 and 2016, the 
mean amount of dollars consumers in the Houston MSA spent on new vehicle purchases decreased 
by approximately 0.3%. 

The behavioral models developed by RSG using the data collected in 2015 included an interaction 
with household income, as experience and research have shown that values of time increase as 
household incomes rise, though at a rate that is less than linear. If income levels have changed 
significantly in the region, it is likely that values of time have also changed. 

Incomes in the region have remained fairly constant since the first quarter of 2015. According to 
quarterly wage data from the BLS, between the first quarter of 2015, when the survey was conducted, 
and the first quarter of 2017, the latest comparable quarter for which wage data is available, average 
weekly wages in the Houston-The Woodlands area decreased by approximately 0.5% (Table 2), while 
inflation increased by 4.2% over the same period. This slight decrease in wages means there has been 
a decrease in real inflation-adjusted income in the Houston region. 

TABLE 2: HOUSTON-THE WOODLANDS AVERAGE WEEKLY WAGES 

Year Qtr1 Qtr2 Qtr3 Qtr4 Annual 

2015 1,349 1,161 1,167 1,296 1,243 

2016 1,289 1,162 1,195 1,237 1,221 

2017 1,342 1,164 --  -- -- 
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CONCLUSIONS 

Based on our review of the available data, we believe the values of time that we estimated for 
potential travelers along the SH 249 corridor should be adjusted upwards by only 50% of the 
observed growth in CPI from 2015 $ to 2017 $. While there has been significant CPI growth in the 
region over the last two years, incomes and expenditures have not kept up with inflation, suggesting 
that the original estimates of VOT should be revised at rate less than inflation.  

 

MARK FOWLER 
Director 

 



 

 

DRAFT TECHNICAL REPORT 

SH 249 STATED PREFERENCE 
SURVEY 

 
5.8.2015 

 

 

 

 

 

 

55 Railroad Row 
White River Junction, VT 05001 

802.295.4999 
www.rsginc.com 

 

PREPARED FOR: 

TEXAS DEPARTMENT OF TRANSPORTATION 

SUBMITTED BY: 

RSG 

 
IN COOPERATION WITH: 
CDM SMITH 



 

SH 249 STATED PREFERENCE SURVEY 

PREPARED FOR: 
TEXAS DEPARTMENT OF TRANSPORTATION 

 
 

CONTENTS 
 

 
i 

 

1.0 EXECUTIVE SUMMARY .................................................................................................................. 1 

2.0 SURVEY QUESTIONNAIRE ............................................................................................................ 3 

2.1  | Introduction and Qualification Questions....................................................................................... 3 

2.2  | Trip Detail Questions ..................................................................................................................... 4 

2.3  | Stated Preference Questions ........................................................................................................ 6 

2.4  | Debrief and Opinion Questions ..................................................................................................... 9 

2.5  | Demographic Questions .............................................................................................................. 10 

3.0 SURVEY ADMINISTRATION ......................................................................................................... 11 

3.1  | In-Person Intercept ...................................................................................................................... 11 

3.2  | Online Research Panel................................................................................................................ 14 

3.3  | Area Businesses and Organizations ........................................................................................... 14 

4.0 SURVEY RESULTS ........................................................................................................................ 16 

4.1  | Identification of Outliers ............................................................................................................... 16 

4.2  | Survey Results ............................................................................................................................ 16 

Trip Detail Questions ....................................................................................................................................................... 17 

Stated Preference Questions ........................................................................................................................................... 20 

Debrief and Opinion Questions ........................................................................................................................................ 21 

Demographic Questions................................................................................................................................................... 25 

5.0 MODEL ESTIMATION .................................................................................................................... 27 

5.1  | Methodology ................................................................................................................................ 27 

5.2  | Multinomial Logit (MNL) Model .................................................................................................... 27 



 

ii May 8, 2015 

 

MNL Model: Specification ................................................................................................................................................ 27 

MNL Model: Coefficient Estimates ................................................................................................................................... 28 

MNL Model: Willingness to Pay for Travel Time Savings (Value of Time) ......................................................................... 29 

6.0 CONCLUSION ................................................................................................................................ 31 

 

List of Figures 

FIGURE 1-1: SH 249 STUDY CORRIDOR ........................................................................................................................................ 1 

FIGURE 2-1: SAMPLE SURVEY SCREEN: INTRODUCTION AND INSTRUCTIONS ...................................................................... 3 

FIGURE 2-2: MAP OF STUDY AREA FOR TRIP QUALIFICATION ................................................................................................. 4 

FIGURE 2-3: SAMPLE SURVEY SCREEN: ORIGIN ADDRESS AND MAP INTERFACE ................................................................ 6 

FIGURE 2-4: SAMPLE SURVEY SCREEN: PROJECT INFORMATION .......................................................................................... 7 

FIGURE 2-5: SAMPLE SURVEY SCREEN: PAYMENT INFORMATION .......................................................................................... 7 

FIGURE 2-6: SAMPLE SURVEY SCREEN: STATED PREFERENCE EXPERIMENT ...................................................................... 8 

FIGURE 2-7: SAMPLE SURVEY SCREEN: VIDEO TOLLING ....................................................................................................... 10 

FIGURE 3-1: MAP OF IN-PERSON INTERCEPT LOCATIONS ...................................................................................................... 12 

FIGURE 3-2: IN-PERSON INTERCEPT POSTER ........................................................................................................................... 14 

FIGURE 4-1: TRIP DEPATURE TIME BY MARKET SEGMENT ..................................................................................................... 18 

FIGURE 4-2: ROADS USED BY SEGMENT (SELECT ALL THAT APPLY) ................................................................................... 19 

FIGURE 4-3: PERCENT OF TIME SH 249 ALTERNATIVE SELECTED BY SH 249 TOLL COST ................................................. 21 

FIGURE 4-4: PRIMARY REASON FOR NOT SELECTING TOLLED ROUTE ALTERNATIVE ....................................................... 22 

FIGURE 4-5: OPINION OF SH 249 EXTENSION BY MARKET SEGMENT .................................................................................... 22 

FIGURE 4-6: PRIMARY REASON FOR FAVORING SH 249 EXTENSION BY MARKET SEGMENT ............................................ 23 

FIGURE 4-7: PRIMARY REASON FOR OPPOSING SH 249 EXTENSION BY MARKET SEGMENT ............................................ 24 

FIGURE 4-8: ATTITUDE STATEMENTS ........................................................................................................................................ 25 

FIGURE 4-9: ANNUAL HOUSEHOLD INCOME ............................................................................................................................. 26 

 

List of Tables 

TABLE 2-1: STATED PREFERENCE ATTRIBUTE LEVELS ............................................................................................................ 9 

TABLE 3-1: NUMBER OF RESPONSES BY ADMINISTRATION METHOD ................................................................................... 11 

TABLE 3-2: INTERCEPT LOCATIONS ........................................................................................................................................... 13 

TABLE 3-3: NUMBER OF RESPONSES BY PARTICIPATING BUSINESS/ORGANIZATION ....................................................... 15 

TABLE 4-1: DEFINITION OF MARKET SEGMENTS ...................................................................................................................... 17 

TABLE 4-2: TRIP TRAVEL TIME AND DISTANCE BY MARKET SEGMENT ................................................................................ 18 

TABLE 4-3: STATED PREFERENCE CHOICE BY CHOICE AVAILABILITY ................................................................................. 20 

TABLE 5-1: MULTINOMIAL LOGIT MODEL .................................................................................................................................. 29 

TABLE 5-2: VALUES OF TIME BY MARKET SEGMENT AND INCOME ....................................................................................... 30 

 



 

 
1 

 

1.0 EXECUTIVE SUMMARY 

State Highway 249, located in the greater Houston area, connects Interstate 45 at its southern terminus with 

FM 149 in Pinehurst, TX at its northern terminus, a distance of approximately 26 miles. The Texas 

Department of Transportation (TxDOT) is evaluating plans to extend SH 249 an additional 25 miles from 

FM 149 northwest to SH 105 (Figure 1-1). The proposed extension would be constructed as a four-mainlane, 

controlled-access tollway with intermittent frontage roads, and would ultimately link portions of the Greater 

Houston area, northwest Harris County, and Montgomery County to SH 105 in Grimes County. As part of 

this work, Resource Systems Group, Inc. (RSG) conducted a stated preference (SP) survey in the greater 

Houston area. RSG collaborated with CDM Smith (CDM) to design and conduct the survey for the results to 

be used in CDM’s travel demand forecasting for Grimes and Montgomery Counties. 

FIGURE 1-1: SH 249 STUDY CORRIDOR 

 

The primary purpose of the SH 249 Stated Preference Travel Study was to estimate values of the willingness 

to pay for travel time savings, or value of time (VOT), of passenger vehicle travelers who are candidates for 

using the proposed extension. This includes travelers who currently use the existing SH 249, as well as 

travelers who make trips within or through the proposed extension corridor. Estimates of travelers’ values of 

time are used to support estimates of highway traffic and toll revenue. 

RSG developed and implemented a web-based SP questionnaire that gathered information from passenger 

vehicle travelers who recently made a trip within or through the study region. The questionnaire collected 

data on respondents’ current travel behaviors (also referred as “revealed preferences”), presented respondents 

with information about the proposed extension of SH 249, and used SP experiments to collect data that were 

used to estimate values of time in the corridor. 
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The web-based survey approach employed a computer-assisted self-interview (CASI) technique developed by 

RSG. The stated preference survey instrument was customized for each respondent by presenting questions 

and modifying language based on respondents’ previous answers. These dynamic survey features provide an 

accurate and efficient means of data collection and allow the presentation of realistic future conditions that 

correspond with the respondents’ reported experiences. RSG’s proprietary software was customized for 

online administration to targeted audiences in the study region. 

Respondents were recruited through the following methods:  

 In-person intercept at public locations along the study corridor 

 E-mail invitations sent to businesses or organizations in the study area 

 E-mail invitations sent to members of an online market research panel 

A total of 1,270 valid passenger vehicle surveys were collected in February of 2015. Stated preference data 

from the survey were analyzed using accepted statistical techniques to estimate the coefficients of a set of 

multinomial logit (MNL) models. The model coefficients provide estimates of travelers’ sensitivities to travel 

time and toll cost and can be used to calculate values of time.  

This report documents the development and administration of the survey questionnaires, presents survey 

results, and summarizes the discrete choice model estimation methodology and findings. The full text of the 

survey questionnaire, survey screen captures, response tabulations, and respondents’ comments about the 

project appear as appendices to this report.  
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2.0 SURVEY QUESTIONNAIRE 

RSG developed a stated preference questionnaire for passenger vehicle travelers to collect information 

necessary to estimate values of time for different traveler market segments. The questionnaire was designed 

to collect information about a recent trip that a respondent made in the greater Houston area and to find out 

how they might alter their travel behavior given the proposed extension of SH 249. Individual questions were 

customized for each respondent. The survey questions were grouped into five main sections: 

1. Introduction and qualification questions 

2. Trip detail questions 

3. Stated preference questions 

4. Debrief and opinion questions  

5. Demographic questions 

The complete set of survey questions as they appeared to respondents on-screen is included in Appendix A. 

2.1  |  INTRODUCTION AND QUALIFICATION QUESTIONS 

At the beginning of the survey questionnaire, respondents were presented with an introduction page 

describing the purpose of the survey, the time required to complete the questionnaire, and instructions for 

navigating through the online instrument. Respondents were able to contact a member of the survey team 

with any technical questions about the survey via e-mail through the ‘Contact Us’ option included on this and 

all subsequent screens (Figure 2-1).  

FIGURE 2-1: SAMPLE SURVEY SCREEN: INTRODUCTION AND INSTRUCTIONS 

 

Following the introduction screen, respondents were asked if they had made a qualifying trip. To participate 

in the survey, respondents must have made a recent trip that began in, ended in, or traveled through the study 

area (Figure 2-2) and met the following conditions: 

 Was made in a personal vehicle  
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 Was made on a weekday 

 Took at least 15 minutes in total door-to-door travel time 

FIGURE 2-2: MAP OF STUDY AREA FOR TRIP QUALIFICATION 

 

Respondents who indicated that they had not made a trip that met all of the criteria were disqualified from 

completing the survey.  

2.2  |  TRIP DETAIL QUESTIONS 

Qualifying respondents were asked to focus on their most recent trip that met all of the criteria as they 

continued through the survey. This most recent trip, referred to as the respondent’s reference trip, formed 

the basis for the rest of the questions in this section of the survey. The survey specifically asked respondents 

to think about their most recent trip (and not a typical or average trip they might make) to ensure that the 

sample included a diverse range of trip types and travel characteristics. This most recent trip also provided a 

frame of reference for respondents when completing the stated preference section of the survey.  

Respondents were instructed to think about the one-way portion of their trip, rather than the entire round 

trip, and were asked a series of questions regarding the specific details of their reference trip, including: 

 Day of week traveled 

 Trip purpose 

 Type of beginning and ending locations (e.g. home, work, or other) 

 Specific origin and destination locations  

 Road(s) used 
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 Toll(s) paid 

 Trip departure time 

 Door-to-door travel time 

 Travel time delay due to traffic congestion 

 Vehicle occupancy 

 Trip frequency 

 Ownership of electronic toll collection (ETC) transponders  

The trip origin and destination information collected as part of these questions was obtained using a custom 

Google Maps-based interface developed by RSG. Respondents identified the specific location of their origin 

and destination by entering a business name, a street intersection, or a full address, or by using an interactive 

map (Figure 2-3). The origin and destination locations were geocoded using a Google Maps application-

programming interface to provide a latitude and longitude for both the trip origin and destination. The 

coordinates were used to verify that the trip began and ended in two different locations (i.e. was not a round-

trip) and that the trip could have reasonably traveled through the study region. The geocoding application was 

also used to estimate the total trip distance and travel time that could be compared to respondents’ reported 

travel times. If the location of the trip origin and destination suggested an invalid trip, respondents were 

reminded to describe a one-way portion of the trip and asked if they needed to change the beginning or 

ending location. Respondents who did not change their origin or destination were sent to the screening 

questions again to enter details of another valid trip. If respondents could not think of another valid trip, they 

were given the opportunity to leave comments before ending the survey. 
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FIGURE 2-3: SAMPLE SURVEY SCREEN: ORIGIN ADDRESS AND MAP INTERFACE 

 

The origin and destination coordinates were also used to estimate how many miles of the proposed SH 249 

extension a respondent would have likely used for their trip. This highway distance estimate was then used as 

one of the inputs of the stated preference attribute level design (Table 2-1). 

2.3  |  STATED PREFERENCE QUESTIONS 

After completing the trip details section of the questionnaire, respondents completed a series of stated 

preference questions. Before the SP questions were administered, respondents were provided with details 

about the proposed SH 249 extension and payment information that would be utilized on the new road 

(Figure 2-4 and Figure 2-5). Respondents also received brief instructions regarding the stated preference 

questions.  
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FIGURE 2-4: SAMPLE SURVEY SCREEN: PROJECT INFORMATION 

 

FIGURE 2-5: SAMPLE SURVEY SCREEN: PAYMENT INFORMATION 

 

The goal of stated preference questions is to collect quantitative data that can be used to estimate 

respondents’ travel preferences and behavioral responses under hypothetical future conditions. The details of 

each respondent’s reference trip were used to build a set of ten stated preference scenarios that included two 

travel alternatives for making their trip in the future. Travelers were presented with the following two 

alternatives: 

1. Make your trip using your current route 

2. Make your trip using the proposed SH 249 extension 
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Each alternative was described by two attributes: travel time and toll cost. The values of the attributes varied 

across the ten questions and respondents were asked to select the alternative they preferred the most under the 

conditions that were presented. Figure 2-6 shows an example stated preference scenario with varying 

attribute values for each alternative. In order to avoid potential bias associated with the layout of the 

alternatives, the order of these alternatives was randomized for each respondent. Additional examples of the 

stated preference exercises are presented in Appendix A. 

FIGURE 2-6: SAMPLE SURVEY SCREEN: STATED PREFERENCE EXPERIMENT 

 

The attribute values presented in each scenario varied around a set of base values. Trip characteristics of each 

respondent’s reference trip were used as the base values for travel time and toll cost to ensure that the 

scenarios were realistic. These base values were then varied, according to an experimental design, to give a 

unique set of attribute values for each stated preference experiment. By varying the travel time and toll cost 

shown in each experiment, respondents were faced with different time savings for different costs, allowing 

them to demonstrate their travel preferences across a range of values of time. Table 2-1 presents the 

formulas that were used to calculate the attribute values for each alternative. 

The specific levels used in each stated preference experiment were determined by using an orthogonal 

experimental design. Orthogonal designs are commonly used for this type of research to ensure that the 

attribute values vary independently and to minimize correlation between attribute values. The experimental 

design used to generate the stated preference experiments in the survey included 100 total experiments 

divided into ten blocks of ten. A respondent was randomly assigned to one of the ten blocks and then shown 

each of the ten experiments from that block in a random order.  



 

 
9 

 

TABLE 2-1: STATED PREFERENCE ATTRIBUTE LEVELS 

Attribute Level # 

Alternative 1: 
Current Route 

Alternative 2: 
Proposed SH 249 Extension 

Description Level Description Level 

Travel 
Time 

1 

Reported Travel Time + 

(Factor1 * Level) 

0.00 

Reported Travel Time + 

(Factor * Level)2 

5.00 

2 2.00 4.00 

3 3.00 3.00 

4 4.00 2.00 

5 5.00 1.00 

Toll Cost 

1 

Reported Tolls (if any) 
(Factor * Level) + Toll(s) 

Paid 

0.25 

2 0.50 

3 0.75 

4 1.00 

5 1.25 

6 1.50 

7 1.75 

8 2.00 

9 2.25 

10 2.50 

1. A respondent’s factor was based on estimated mileage of the SH 249 extension a respondent could use 

given a total highway distance of about 25 miles. Respondents were assigned to one of three factor 

levels: 1) Less than 10 miles, 2) 10-19 miles, 3) 20 miles or more. 

2. A minimum travel time for Alternative 2 was set using the following: 

(Estimated SH 249 Extension Miles/90 mph * 60 minutes). 

2.4  |  DEBRIEF AND OPINION QUESTIONS 

After completing the ten stated preference scenarios, respondents answered a series of questions to assess 

underlying rationales for their choices and to identify any potential strategic bias in their responses. 

Respondents who never selected a tolled route (SH 249 extension) alternative were asked to select the 

primary reason for these choices. Additionally, respondents who do not own an ETC transponder and who 

never selected a tolled route alternative were asked to indicate whether the presence of video tolling would 

increase their likelihood of using the proposed SH 249 extension (Figure 2-7). 



DRAFT 
Technical 
Report Texas Department of Transportation 
 SH 249 Stated Preference Survey 

 

10 May 8, 2015 

 

FIGURE 2-7: SAMPLE SURVEY SCREEN: VIDEO TOLLING 

 

Finally, respondents were asked for their overall opinion of the proposed SH 249 extension project. Those 

with a non-neutral opinion were asked a follow-up question to identify why they were either in favor of or 

opposed to the project. Respondents were then asked the degree to which they agree or disagree with a series 

of attitudinal statements regarding tolls and travel behavior. 

2.5  |  DEMOGRAPHIC QUESTIONS 

The final section of the survey included demographic questions related to the following topics: 

 Home ZIP code 

 Gender 

 Age 

 Employment status 

 Household size 

 Vehicle ownership 

 2014 household income, before taxes 

Responses to these questions were used to classify respondents, identify possible behavioral differences 

among demographic characteristics, and to confirm that the sample contained a diverse sample of drivers that 

travel in the study region. Finally, respondents were given the opportunity to leave comments about the 

survey or the project. These open-end comments are provided in Appendix C. 
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3.0 SURVEY ADMINISTRATION 

RSG worked closely with the project team to design an administration plan to produce a generally 

representative sample of automobile travelers around the proposed SH 249 corridor. The sampling plan was 

designed to include a sufficient range of travelers and trip types to support the statistical estimation of 

coefficients of a discrete choice model. By collecting data from a range of traveler and trip types, it is possible 

to identify the ways in which different characteristics affect route choice behavior. These differences can then 

be reflected in the structure and coefficients of the resulting choice model. It should be noted that the survey 

sample that supports choice model estimation does not need to be perfectly population proportional as long 

as:  

 Any behavioral differences are properly represented in the model, and  

 The model is applied for forecasting using appropriate population proportions and/or sample 

weights. 

The survey instrument was administered in a variety of ways, including: 

1. In-person intercepts using laptop computers at various locations along and around the study corridor 

2. E-mail invitations sent to businesses located along and around the study corridor 

3. E-mail invitations sent to members of an online research panel 

RSG began survey administration on February 3, 2015 and concluded on February 28, 2015. A total of 1,270 

passenger vehicle surveys were completed during this time. The number of completed surveys obtained 

through each of the three administration methods are presented in Table 3-1.  

TABLE 3-1: NUMBER OF RESPONSES BY ADMINISTRATION METHOD 

Data Source 
Completed 

Surveys 

E-mail invitation to area businesses / organizations 598 

In-person intercept 466 

Online research panel 206 

Total 1,270 

3.1  |  IN-PERSON INTERCEPT 

RSG assembled a team that traveled to the Houston area to intercept passenger vehicle drivers and invite 

them to take the stated preference survey. The team administered the survey at public locations along or at 

either end of the proposed study corridor with substantive traffic and high incidence of people likely to meet 

the screening criteria for the survey (Figure 3-1). A variety of site types (e.g. grocery stores, libraries) were 

chosen to reach a diverse cross-section of the traveling population (Table 3-2). 
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FIGURE 3-1: MAP OF IN-PERSON INTERCEPT LOCATIONS 
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TABLE 3-2: INTERCEPT LOCATIONS 

Name and Location 
Completed 

Surveys 
Map ID 

Montgomery County Mitchell Library – The Woodlands, TX 73 1 

Brookshire Brothers Store – Navasota, TX 47 2 

Harris County Barbara Bush Library – Spring, TX 41 3 

Kroger – Tomball, TX 37 4 

Branch Crossing YMCA – The Woodlands, TX 37 5 

Lone Star College/Tomball Community Library – Tomball, TX 32 6 

Harris County Northwest Library – Cypress, TX 31 7 

Montgomery County Stewart Library – Montgomery, TX 31 8 

Montgomery County Purvis Library – Magnolia, TX 28 9 

Dave’s Country Store – Todd Mission, TX 25 10 

Starbucks at Vintage Park – Houston, TX 24 11 

Larry J. Ringer Library – College Station, TX 24 12 

Walgreens – Pinehurst, TX 23 13 

Navasota Public Library – Navasota, TX 13 14 

RSG began in-person administration on February 9, 2015 and concluded on February 13, 2015. Survey 

administration consisted of 15 laptop computers distributed across three sites per day. Each site was staffed 

by interviewers who were responsible for approaching and screening potential respondents, escorting 

respondents to interview stations, and assisting them as needed in completing the survey. A poster mounted 

on an easel was positioned near the interview stations to help attract respondents (Figure 3-2).  
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FIGURE 3-2: IN-PERSON INTERCEPT POSTER 

  

Four-hundred and sixty-six (466) drivers completed the stated preference survey through in-person 

intercepts. 

3.2  |  ONLINE RESEARCH PANEL 

RSG contracted with Research Now, a firm that maintains an online market research panel, to provide 

passenger-vehicle-driver responses. Panel members were targeted by ZIP code of residence and qualifying 

members were sent an e-mail invitation to the stated preference survey. This email contained a link with a 

unique identifier, and respondents completed the survey on RSG’s server before being redirected back to the 

panel provider’s website. The online panel yielded 206 complete survey responses.  

3.3  |  AREA BUSINESSES AND ORGANIZATIONS 

RSG also contacted a number of local businesses and community organizations and asked that they distribute 

the survey link to their employees or members. A list of the businesses that agreed to participate, as well as 

the number of complete responses received from each, is provided below in Table 3-3. This administration 

method yielded a total of 598 complete survey responses.  
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TABLE 3-3: NUMBER OF RESPONSES BY PARTICIPATING BUSINESS/ORGANIZATION 

Business or Organization 
Completed 

Surveys 

Klein Independent School District 378 

Bryan Independent School District 78 

Bryan-College Station Chamber of Commerce 51 

Navasota Independent School District 28 

Magnolia Independent School District 20 

Greater Tomball Area Chamber of Commerce 17 

Tomball Police Department 11 

City of Navasota 10 

Magnolia Police Department 4 

Texas Parks and Wildlife Department 1 

Total 598 
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4.0 SURVEY RESULTS 

Summary tabulations and statistics are presented below for select questions for the passenger vehicle survey. 

A complete set of survey tabulations for each question can be found in Appendix B. Before finalizing data 

analysis and beginning model estimation work, the data was screened for outliers. This process is outlined 

below for each survey effort. 

4.1  |  IDENTIFICATION OF OUTLIERS 

The data were screened to ensure that all observations included in the data analysis and model estimation 

represented realistic trips and reasonable trade-offs in the stated preference exercises. Several variables were 

used for screening purposes, including an examination of total survey duration, stated preference duration, 

and inconsistent or irrational choice behavior. 

After reviewing these variables and the effects extreme values had on the model results, it was determined 

that respondents who met the following conditions should be excluded from the final analysis. Please note 

that the categories listed are not mutually exclusive. 

One-thousand and eleven (1,270) respondents completed the passenger vehicle survey during the data 

collection phase of the project. The number of records was reduced after completing the data checks and 

outlier analysis described below. Based on this analysis, 1,173 respondents (11,730 observations) were 

included in the final passenger vehicle dataset and used to estimate the models presented in this report in 

Section 5.0. Data records that met the following conditions were excluded from the final dataset: 

 Respondents whose origin and destination coordinates implied their trip could not make reasonable 

use of the SH 249 extension for their reference trip (31 responses) 

 Respondents demonstrating inconsistent or irrational choice behavior in the stated preference 

exercises. For example, respondents who established a certain dollar amount for willingness to pay 

for time savings and then rejected paying less money for equal or more time savings (28 responses) 

 Respondents who completed the entire survey in less than six minutes (28 responses) 

 Respondents whose reported travel time was more than four hours (16 responses) 

 Respondents whose implied speed for their trip was greater than 200mph or less than 1mph (10 

responses). 

4.2  |  SURVEY RESULTS 

The descriptive analysis of the data presented in this section of the report is based on the 1,173 respondents 

who were included in the model estimation and is provided in four sections: trip detail, stated preference, 

debrief and opinion, and demographic questions.  

For the purposes of statistical modeling, respondents were grouped into three market segments, home-based 

work trips, home-based non-work trips, and non-home-based trips. These segments are defined below in 

Table 4-1. 
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TABLE 4-1: DEFINITION OF MARKET SEGMENTS 

Market Segment 
Number of 
Responses 

Begin and End Location Trip Purpose 

Home-based  
Work Trips 

512 Began or ended trip at home 
Work commute or 
Work-related 

Home-based  
Non-work Trips 

538 Began or ended trip at home 

Social or recreational, 
Personal errand, 
Shopping, 
School, or 
Airport 

Non-home-based 
Trips 

123 
Began and ended at location other than 
home 

Any trip purpose 

Many of the passenger vehicle tabulations presented in the remainder of this report and in the appendices are 

segmented by these categories.  

TRIP DETAIL QUESTIONS 

At the beginning of the trip characteristic section, respondents were asked about their most recent trip in the 

study area of SH 249 and the SH 249 extension (Figure 2-2). Thirty-seven percent of respondents reported a 

commute trip to/from work, 17% reported a personal errand, 17% reported a social or recreation trip, and 

12% reported a business-related trip. A significant majority (81%) of all trips began at home. The most 

commonly reported trip originated at home and ended at a location other than home or work. This particular 

trip type categorized 46% of all responses. Eight-one percent of home-based work trips were commute trips 

and the rest (19%) were work-related trips. Conversely, 18% of non-home-based trips were commute trips 

and 33% were work-related trips.  

Almost two-thirds (65%) of home-based work trips began during the AM peak period (6:00-8:59 AM), as 

compared to 20% and 12% of home-based non-work and non-home-based trips. On the other hand, almost 

half of home-based non-work and non-home-based trips (46% and 44%, respectively) began during the mid-

day period (9:00 AM-2:59 PM) (Figure 4-1). 
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FIGURE 4-1: TRIP DEPATURE TIME BY MARKET SEGMENT 

 

The latitude and longitude coordinates for each trip origin-destination pair were used to calculate the trip 

distance and expected trip travel times using a Google Maps route planning algorithm. Mean and median trip 

distances, as well as respondent-reported travel times by segment, are displayed in Table 4-2. Overall, home-

based non-work trips tended to be the longest in both reported travel time and total trip distance, with 

smaller differences existing between home-based work and non-home-based trips.  

TABLE 4-2: TRIP TRAVEL TIME AND DISTANCE BY MARKET SEGMENT 

Market Segment 

Reported Trip Travel 
Time (minutes) 

Trip Distance (miles) 

Mean Median Mean Median 

Home-based Work Trips 50.5 40.0 24.1 15.5 

Home-based Non-work Trips 64.8 50.0 33.4 20.1 

Non-home-based Trips 59.1 45.0 25.4 13.2 

Over one-half (61%) of surveyed travelers reported delay due to traffic congestion, and over half of all 

respondents in each market segment also experienced delay. Only slight differences in the amount of delay 

exist between the market segments. Non-home-based trips reported the most delay with 18% of delayed trips 

experiencing at least 30 minutes of delay. 

Respondents were asked to identify which road(s) they used during their trip. SH 249 was selected over 40% 

of the time for all three markets segments. Over one-quarter of home-based work trips reported that they did 

not use any of the roads listed, as compared to 13 and 16% of home-based non-work and non-home-based 

trips. The percentage of respondents who reported using each of the major roads in the greater Houston area 

is shown in Figure 4-2. 
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FIGURE 4-2: ROADS USED BY SEGMENT (SELECT ALL THAT APPLY1) 

 

                                                      
1 Select all that apply. Total sums to more than 100%. 
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Only 13% of all respondents reported paying a toll during their reference trip, and the median toll amount of 

those who did pay a toll was $3.05. Fifty-five percent of the aggregate sample reported owning an EZ TAG 

for electronic toll collection and another 5% reported owning another type of transponder. Across the 

traveler market segments, 59% of home-based work, 51% of home-based non-work, and 53% of non-home-

based travelers reported owning an EZ TAG.  

STATED PREFERENCE QUESTIONS 

Passenger vehicle survey respondents chose the current route alternative in approximately 79% of stated 

preference scenarios and the SH 249 extension alternative in 22% of scenarios (Table 4-3). Only slight 

variations exist between market segments. 

TABLE 4-3: STATED PREFERENCE CHOICE BY CHOICE AVAILABILITY 

Alternative 
Number of 

Experiments 
Shown 

Number of 
Experiments 

Selected 

Percent 
Selected 

Alternative 1: Current Route 11,730 9,213 79% 

Alternative 2: SH 249 extension 11,730 2,517 22% 

Generally, respondents were less likely to choose the SH 249 extension alternative as the toll cost to use the 

SH 249 extension increased. Figure 4-3 presents the percentage of time the SH 249 extension was chosen in 

the stated preference experiments at different toll rates. Because each respondent was presented with ten 

questions, the total number of choice observations is 11,730. The tolled alternative was selected 39% of the 

time when it was less than $1.00. Analysis of the stated preference data will be described in more detail in the 

Model Estimation section of this report. 
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FIGURE 4-3: PERCENT OF TIME SH 249 ALTERNATIVE SELECTED BY SH 249 TOLL COST 

 

 

DEBRIEF AND OPINION QUESTIONS 

Upon completing the stated preference experiments, respondents were asked to answer a series of debrief 

questions to better understand the underlying reasons for their choices in the eight stated preference 

scenarios.  

If a respondent never selected the SH 249 extension alternative in the stated preference scenarios, they were 

asked to indicate their primary reason. The option most frequently cited (38% of 509 respondents who never 

selected the tolled alternative) was that the time savings presented in the experiments was not high enough to 

justify the toll cost (Figure 4-4). Only slight differences in responses to this question exist between the three 

market segments. 
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FIGURE 4-4: PRIMARY REASON FOR NOT SELECTING TOLLED ROUTE ALTERNATIVE 

 

Overall, 43% of respondents were in favor of the SH 249 extension, 29% felt neutral about the project, and 

28% were opposed to the project.  Home-based non-work and non-home-based travelers were the most 

opposed to the project with 45% and 41% opposed to it, respectively (Figure 4-5).  

FIGURE 4-5: OPINION OF SH 249 EXTENSION BY MARKET SEGMENT 

 

Overall, the most frequently cited reason for favoring the project was ‘less congestion’ (40% of 500 

respondents) with a further 37% citing ‘faster travel times’ as their primary reason for favoring the proposed 

extension. Of those travelers who opposed the project, the most frequently cited reason was ‘opposed to 

paying tolls’ (44% of 329 respondents). The primary reasons for favoring and opposing the project by market 

segment are shown in Figure 4-6 and Figure 4-7, respectively. 
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FIGURE 4-6: PRIMARY REASON FOR FAVORING SH 249 EXTENSION BY MARKET SEGMENT 
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FIGURE 4-7: PRIMARY REASON FOR OPPOSING SH 249 EXTENSION BY MARKET SEGMENT 

 

Respondents who own an ETC transponder are more likely than non-owners to favor the proposed SH 249 

extension project (53% strongly in favor or somewhat in favor of versus 27%). Of those who reported that 

they do not own a transponder and did not choose a tolled route alternative (SH 249 extension) in the stated 

preference section (267 respondents), only 13% indicated that they would be more likely to use the SH 249 

extension if video tolling was offered as a form of payment. 

When presented with a series of questions regarding their attitudes concerning tolls, respondents were most 

likely to agree that they will use a toll route if the tolls are reasonable and that they will save time (Figure 

4-8). 
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FIGURE 4-8: ATTITUDE STATEMENTS  

 

DEMOGRAPHIC QUESTIONS 

Of the 1,173 passenger vehicle respondents, 65% were female and the median age of the sample fell in the 

45-54 year old category. Thirty-nine percent of respondents live in a two-person household (the most 

commonly-selected category) and 46% of all respondents have two household vehicles. A majority of 

respondents (63%) are employed full-time, while 8% reported self-employment, and only 2% reported that 

they are not currently employed. When reporting income, respondents had the option of selecting a ‘prefer 

not to answer’ option. The median household income of all respondents who chose to report their income 

(933 respondents) is in the $75,000-$99,999 income category for the aggregate sample as well as for each 

market segment (Figure 4-9).  
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FIGURE 4-9: ANNUAL HOUSEHOLD INCOME 

 

Finally, respondents were asked to report their home ZIP code. Forty-five percent of all respondents reside in 

Harris County, 24% in Montgomery County, 16% in Brazos County, 10% in Grimes County, and the 

remaining 5% in other counties. 
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5.0 MODEL ESTIMATION 

The primary objective of the SP survey was to estimate the values of time (VOT) for passenger vehicle 

travelers who make trips in the proposed corridor of the SH 249 extension. These VOT estimates will 

support estimates of traffic and revenue for the proposed project. The ten choice observations for each 

respondent were compiled into a dataset with a total of 11,730 passenger vehicle observations to support the 

estimations of VOT. 

5.1  |  METHODOLOGY 

Statistical analysis and discrete choice model estimation were carried out using the stated preference survey 

data. The statistical estimation and specification testing were completed using a conventional maximum 

likelihood procedure that estimated coefficients for a set of multinomial logit (MNL) models. The MNL 

models were used to identify systematic differences in preference heterogeneity—for example the difference 

in value of time by trip purpose or time-of-day. The model coefficients provide information about the 

respondents’ sensitivities to the attributes that were tested in the tradeoff scenarios and can be used to 

calculate VOT for travelers in the study area. The model specification and results are discussed in more detail 

below. 

5.2  |  MULTINOMIAL LOGIT (MNL) MODEL 

MNL MODEL: SPECIFICATION 

In each passenger vehicle stated preference scenario, the following two alternatives were presented for 

making a future trip in the area: 

1. Current route 

2. SH 249 extension 

More information about the stated preference experimental design can be found in Section 2.1 above. The 

multinomial logit model estimates a choice probability for each alternative presented in the stated preference 

tradeoff exercises. The alternatives are represented in the model by observed utility equations of the form: 

∪1= 𝛽1𝑋1 + 𝛽2𝑋2 … + 𝛽𝑛𝑋𝑛 

Where each X represents a variable specified by the researcher and each β is a coefficient estimated by the 

model that represents the sensitivity of the respondents in the sample to the corresponding variable.  

Several utility equation structures were tested using different variables from the collected data. In addition to 

the travel times and toll costs presented in the SP experiments, tested variables included trip characteristics, 

attitudinal indicators, and demographic variables. These variables were introduced, one at a time, to test 

potential interactions with the toll cost and travel time coefficients and to determine whether respondents’ 

trip or personal characteristics significantly influenced their choices in the stated preference scenarios. 

Interaction variables include: 

 Time of day 

 Trip purpose 
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 Opinion 

 Income 

 Delay 

 Data source 

 Begin and end location 

After reviewing the significance of each variable, the final model specification was chosen based on model fit, 

the intuitiveness and reasonableness of the model coefficients, and the expected application of the model 

results. The final model specification includes variables for travel time and toll cost by market segment: 

home-based work trips, home-based non-work trip, or non-home-based trips (Table 4-1). 

1. Home-based work trips – 5,120 observations 

2. Home-based non-work trips – 5,380 observations 

3. Non-home-based trips – 1,230 observations 

The toll cost coefficient was interacted with household income to identify the relationship between 

household income and sensitivity to toll prices. An alternative-specific constant is included on the SH 249 

extension alternative to capture the utility (or disutility) for the alternative that cannot be attributed to any 

other variables in the model. Additionally, to capture the effects of a respondent’s opinion of the SH 249 

extension, dummy (binary) variables were included on the SH 249 extension alternative for those who are 

somewhat or strongly in favor of the extension and for those who are somewhat or strongly opposed to the 

extension. 

MNL MODEL: COEFFICIENT ESTIMATES 

The result of the final model specification is presented below and includes coefficients for the aggregate 

sample. Table 5-1 contains coefficient values, robust standard errors, robust t-statistics, and general model 

statistics.  

The coefficient values are the values estimated by the choice model that represent the relative importance of 

each of the variables. It should be noted that these values are unit-specific and the units must be accounted 

for when comparing coefficients. The sign of the coefficient indicates a positive or negative relationship 

between utility and the associated variable. For example, a negative travel time coefficient implies that utility 

for a given travel alternative will decrease as the travel time associated with that alternative increases.  

The standard error is a measure of error around the mean coefficient estimate. The t-statistic is the coefficient 

estimate divided by the standard error, which can be used to evaluate statistical significance. A t-statistic 

greater/less than ±1.96 indicates that the coefficient is statistically significantly different from 0 (unless 

otherwise reported) at the 95% level.  

The model fit statistics presented below include the number of observations, the number of estimated 

parameters, the initial log-likelihood, the log-likelihood at convergence, rho-squared, and adjusted rho-

squared. The log-likelihood is a model fit measure that indicates how well the model predicts the choices 

observed in the data. The null log-likelihood is the measure of the model fit with coefficient values of zero. 
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The final log-likelihood is the measure of model fit with the final coefficient values at model convergence. A 

value closer to zero indicates better model fit. The log-likelihood cannot be evaluated independently, as it is a 

function of the number of observations, the number of alternatives, and the number of parameters in the 

choice model. The rho-square model fit measure accounts for this to some degree by evaluating the 

difference between the null log-likelihood and the final log-likelihood at convergence. The adjusted rho-

square value takes into account the number of parameters estimated in the model. 

TABLE 5-1: MULTINOMIAL LOGIT MODEL 

Coefficient Units Value 
Robust 

Std. Error 
Robust 

t-stat 

Travel Time         

Home-based work trips Minutes -0.175 0.0124 -14.06 

Home-based non-work trips Minutes -0.147 0.0101 -14.49 

Non-home-based trips Minutes -0.171 0.021 -8.13 

Toll Cost*         

Home-based work trips Dollars -3.76 0.331 -11.35 

Home-based non-work trips Dollars -2.88 0.282 -10.23 

Non-home-based trips Dollars -3.11 0.468 -6.66 

Constants         

SH 249 extension (0,1) -2.18 0.13 -16.81 

Favor SH 249 extension  (0,1) 1.71 0.129 13.3 

Oppose SH 249 extension (0,1) -1.15 0.156 -7.37 

*The toll cost variable enters the model in the form: Toll Cost * (LN(Income Midpoint/1000)). 

          

Model Statistics 
        

Number of estimated parameters    9 

Number of observations    11,730 

Number of individuals    1,173 

Null log-likelihood    -8130.62 

Final log-likelihood    -4460.92 

Rho-square    0.451 

Adjusted rho-square    0.45 

MNL MODEL: WILLINGNESS TO PAY FOR TRAVEL TIME SAVINGS (VALUE OF TIME) 

One way to evaluate the sensitivities that are estimated in the MNL models is to calculate the marginal rates 

of substitution for different attributes of interest. In economic theory, the marginal rate of substitution is the 

amount of one good (e.g., money) that a person would exchange for a second good (e.g., travel time), while 

maintaining the same level of utility, or satisfaction. In this analysis, the marginal rate of substitution of the 

travel time and toll cost coefficients provides the implied toll value that travelers would be willing to pay for a 

given amount of travel time savings offered by using the SH 249 extension compared to a respondent’s 

current route. 
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The willingness to pay for travel time savings, or value of time, can be calculated by simply dividing the travel 

time coefficient by the toll cost coefficient after accounting for the income transformation that was applied in 

the model specification. The resulting value of time is in units of dollars per minute; multiplying by 60 will 

convert this into the more commonly cited units of dollars per hour: 

𝑉𝑂𝑇 = 60 ×  
𝛽𝑇𝑖𝑚𝑒

[
𝛽𝐶𝑜𝑠𝑡

𝐿𝑁(𝑖𝑛𝑐𝑜𝑚𝑒/1000)
]
 

Where βTime is the value of the travel time coefficient (with units of 1/min), βCost is the value of the toll 

cost coefficient (with units of 1/$), and the log transformation controls for non-linear income effects. 

The values of time evaluated at each income category midpoint by segment are shown below in Table 5-2.  

TABLE 5-2: VALUES OF TIME BY MARKET SEGMENT AND INCOME 

Household Income  

Market Segment 

Home-based 
work 

Home-based 
non-work 

Non-home-
based 

$15,000  $7.56 $8.29 $8.93 

$20,000  $8.37 $9.17 $9.88 

$30,000  $9.50 $10.42 $11.22 

 $42,500  $10.47 $11.48 $12.37 

$62,500  $11.55 $12.66 $13.64 

*$87,500 $12.49 $13.69 $14.75 

$112,500  $13.19 $14.46 $15.58 

$137,500  $13.75 $15.08 $16.24 

$175,500  $14.43 $15.83 $17.05 

$200,000  $14.80 $16.23 $17.48 

*Median household income midpoint for all market segments. 
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6.0 CONCLUSION 

RSG successfully developed and implemented a stated preference survey questionnaire that gathered 

information from 1,173 passenger vehicle travelers who make trips in the SH 249 extension study area in 

northwest Houston. The questionnaire collected data on current travel behavior, presented respondents with 

information about the proposed SH 249 extension, and engaged the travelers in a series of stated preference 

scenarios.  

Multinomial logit (MNL) choice models were developed using the survey data to produce estimates of value 

of time (VOT) of passenger vehicle travelers. One model was developed that includes separate time and cost 

coefficients for three market segments: home-based work trips, home-based non-work trips, and non-home-

based trips. The magnitude and signs of the sensitivity estimates are reasonable and intuitively correct, and the 

values of time that were estimated are within the ranges found in other major metropolitan areas across the 

country. For passenger vehicle travelers, average values of time varied by trip begin and end location (home 

vs. other) and trip purpose (work vs. non-work), and generally fell within a range of $8 per hour to $17 per 

hour. The survey and choice model results indicate that the toll amount and travel time savings provided by 

the SH 249 extension could have a significant impact on travel behavior. The incorporation of these results 

into the updated regional travel demand model will allow CDM Smith to evaluate a wide range of tolling 

scenarios and travel conditions. 
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APPENDIX F 
 

FORMS OF BOND COUNSEL OPINIONS 

[Forms of Bond Counsel opinions relating to the Bonds] 

 
[An opinion in substantially the following form will be delivered by McCall, 

Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the 
Bonds, assuming no material changes in facts or law.] 

 
$236,456,954.40 

TEXAS TRANSPORTATION COMMISSION 
STATE HIGHWAY 249 SYSTEM FIRST TIER TOLL REVENUE BONDS, 

SERIES 2019A  
 

AS BOND COUNSEL for the Texas Transportation Commission (the "Commission"), we have 
examined into the legality and validity of the issue of bonds described above (the "Bonds"), which bear 
interest from the dates and mature on the dates specified in the Bonds, all in accordance with the First 
Supplemental Agreement dated as of February 1, 2019 authorizing the issuance of such Bonds (the "First 
Supplemental Agreement") between the Commission and U.S. Bank National Association, as Trustee (the 
"Trustee"), the Master Trust Agreement dated as of February 1, 2019 (the "Master Trust Agreement") 
between the Commission and the Trustee, the authorizing minute order of the Commission adopted on 
December 13, 2018 (the "Minute Order"), and the Pricing Officer's Award Certificate establishing the 
pricing terms of the Bonds.  The First Supplemental Agreement, the Master Trust Agreement, the Minute 
Order and the Pricing Officer's Award Certificate are collectively referenced as the "Trust Agreement."  
Capitalized terms used herein and not otherwise defined shall have the meaning given in the Trust 
Agreement. 
 

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of 
the State of Texas, a transcript of certified proceedings of the Commission, including the executed Trust 
Agreement and other pertinent instruments relating to the authorization, issuance, and delivery of the 
Bonds; and we have examined various certificates and documents executed by officers and officials of the 
Commission upon which certificates and documents we rely as to certain matters stated below.  We have 
also examined one of the executed Bonds which we found to be in proper form and duly executed. 
 

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Commission is the 
governing body of the Texas Department of Transportation, an agency of the State of Texas, and is 
authorized to issue the Bonds under Subchapter C of Chapter 228, Texas Transportation Code, as amended, 
and Chapter 1371, Texas Government Code, as amended.  It is further our opinion that (i) the Bonds have 
been duly authorized; (ii) all conditions precedent to the delivery of the Bonds have been fulfilled; and (iii) 
the Bonds have been duly issued and delivered, all in accordance with law.  Except as the enforceability 
may be limited by sovereign immunity, bankruptcy, insolvency, reorganization, moratorium, liquidation 
and other similar laws now or hereafter enacted relating to creditors' rights generally or by principles of 
equity which permit the exercise of judicial discretion, (i) the Bonds constitute valid and legally binding 
special, limited obligations of the Commission which, together with the Commission's State Highway 249 
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System First Tier Toll Revenue Bonds, Taxable Series 2019B (the "Taxable Series 2019B Bonds"), are 
secured as First Tier Obligations under the Trust Agreement and are payable as to principal and interest in 
accordance with the priorities established in the Trust Agreement solely from the sources provided therein, 
including the Revenues of the System; and (ii) the Trust Agreement is authorized by law, has been duly 
executed and delivered, and is valid and legally binding upon and enforceable by the parties thereto in 
accordance with its terms and provisions. 
 

THE COMMISSION has reserved the right, subject to the restrictions stated in the Trust 
Agreement, to issue Additional First Tier Obligations secured by the Trust Agreement on parity with the 
Bonds and the Taxable Series 2019B Bonds.  Additionally, the Commission has reserved the right, subject 
to the restrictions stated in the Trust Agreement, to issue obligations secured by the Trust Agreement junior 
to the First Tier Obligations as well as subordinate to the First Tier Obligations.  The Commission has also 
reserved the right to establish a priority of payment between the respective Series of Subordinate Tier 
Obligations.  The Commission also has reserved the right to amend the Trust Agreement in the manner 
provided therein and under some (but not all) circumstances amendments thereto must be approved by the 
Owners of a majority of all Outstanding Obligations secured by the Trust Agreement. 
 

THE REGISTERED OWNERS of the Bonds shall never have the right to demand payment of 
the principal thereof or interest thereon out of any funds raised or to be raised by taxation or from any 
source whatsoever other than as described in the Trust Agreement.   
 

IT IS FURTHER OUR OPINION, that except as discussed below, under the statutes, regulations, 
published rulings, and court decisions existing on the date of this opinion, for federal income tax purposes, 
the interest on the Bonds (i) is excludable from the gross income of the owners thereof and (ii) the Bonds 
are not "specified private activity bonds" the interest on which would be included as an individual 
alternative minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the 
"Code").  In expressing the aforementioned opinions, we have relied on certain representations, the 
accuracy of which we have not independently verified, and assume compliance by the Commission with 
certain representations and covenants regarding the use and investment of the proceeds of the Bonds and 
the use of the property financed therewith.  We call your attention to the fact that if such representations 
are determined to be inaccurate or if the Commission fails to comply with such covenants, interest on the 
Bonds may become includable in gross income retroactively to the date of issuance of the Bonds. 
 

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local tax 
consequences of acquiring, carrying, owning or disposing of the Bonds, including the amount, accrual or 
receipt of interest on, the Bonds.  In particular, but not by way of limitation, we express no opinion with 
respect to the federal, state or local tax consequences arising from the enactment of any pending or future 
legislation.  Owners of the Bonds should consult their tax advisors regarding the applicability of any 
collateral tax consequences of owning the Bonds. 
 

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.  Such 
opinions are further based on our knowledge of facts as of the date hereof.  We assume no duty to update 
or supplement our opinions to reflect any facts or circumstances that may thereafter come to our attention 
or to reflect any changes in any law that may thereafter occur or become effective.  Moreover, our opinions 
are not a guarantee of result and are not binding on the Internal Revenue Service (the "Service"); rather, 
such opinions represent our legal judgment based upon our review of existing law and in reliance upon the 
representations and covenants referenced above that we deem relevant to such opinions.  The Service has 
an ongoing audit program to determine compliance with rules that relate to whether interest on state or local 
obligations is includable in gross income for federal income tax purposes.  No assurance can be given 
whether or not the Service will commence an audit of the Bonds.  If an audit is commenced, in accordance 
with its current published procedures the Service is likely to treat the Commission as the taxpayer.  We 
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observe that the Commission has covenanted not to take any action, or omit to take any action within its 
control, that if taken or omitted, respectively, may result in the treatment of interest on the Bonds as 
includable in gross income for federal income tax purposes. 
 

WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments 
due for the principal of and interest on the Bonds nor as to any such insurance policies issued in the future. 
 

WE HAVE ACTED AS BOND COUNSEL for the Commission for the purpose of rendering an 
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State 
of Texas and with respect to the exclusion from gross income of the interest on the Bonds for federal income 
tax purposes.  We have not been requested to investigate or verify, and have not investigated or verified, 
any records, data, or other material relating to the financial condition or capabilities of the Commission and 
have not assumed any responsibility with respect thereto.  We express no opinion and make no comment 
with respect to the marketability of the Bonds.  Our role in connection with the Commission's Official 
Statement prepared for use in connection with the Bonds has been limited as described therein. 
 

THE FOREGOING OPINIONS represent our legal judgment based upon a review of existing 
legal authorities that we deem relevant to render such opinions and are not a guarantee of a result. 

 
Respectfully, 
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[An opinion in substantially the following form will be delivered by McCall, 
Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the 

Bonds, assuming no material changes in facts or law.] 
 

$12,795,000 
TEXAS TRANSPORTATION COMMISSION 

STATE HIGHWAY 249 SYSTEM FIRST TIER TOLL REVENUE BONDS, 
TAXABLE SERIES 2019B  

 
AS BOND COUNSEL for the Texas Transportation Commission (the "Commission"), we have 

examined into the legality and validity of the issue of bonds described above (the "Bonds"), which bear 
interest from the dates and mature on the dates specified in the Bonds, all in accordance with the First 
Supplemental Agreement dated as of February 1, 2019 authorizing the issuance of such Bonds (the "First 
Supplemental Agreement") between the Commission and U.S. Bank National Association, as Trustee (the 
"Trustee"), the Master Trust Agreement dated as of February 1, 2019 (the "Master Trust Agreement") 
between the Commission and the Trustee, the authorizing minute order of the Commission adopted on 
December 13, 2018 (the "Minute Order"), and the Pricing Officer's Award Certificate establishing the 
pricing terms of the Bonds.  The First Supplemental Agreement, the Master Trust Agreement, the Minute 
Order and the Pricing Officer's Award Certificate are collectively referenced as the "Trust Agreement."  
Capitalized terms used herein and not otherwise defined shall have the meaning given in the Trust 
Agreement. 
 

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of 
the State of Texas, a transcript of certified proceedings of the Commission, including the executed Trust 
Agreement and other pertinent instruments relating to the authorization, issuance, and delivery of the 
Bonds; and we have examined various certificates and documents executed by officers and officials of the 
Commission upon which certificates and documents we rely as to certain matters stated below.  We have 
also examined one of the executed Bonds which we found to be in proper form and duly executed. 
 

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Commission is the 
governing body of the Texas Department of Transportation, an agency of the State of Texas, and is 
authorized to issue the Bonds under Subchapter C of Chapter 228, Texas Transportation Code, as amended, 
and Chapter 1371, Texas Government Code, as amended.  It is further our opinion that (i) the Bonds have 
been duly authorized; (ii) all conditions precedent to the delivery of the Bonds have been fulfilled; and (iii) 
the Bonds have been duly issued and delivered, all in accordance with law.  Except as the enforceability 
may be limited by sovereign immunity, bankruptcy, insolvency, reorganization, moratorium, liquidation 
and other similar laws now or hereafter enacted relating to creditors' rights generally or by principles of 
equity which permit the exercise of judicial discretion, (i) the Bonds constitute valid and legally binding 
special, limited obligations of the Commission which, together with the Commission's State Highway 249 
System First Tier Toll Revenue Bonds, Series 2019A (the "Series 2019A Bonds"), are secured as First Tier 
Obligations under the Trust Agreement and are payable as to principal and interest in accordance with the 
priorities established in the Trust Agreement solely from the sources provided therein, including the 
Revenues of the System; and (ii) the Trust Agreement is authorized by law, has been duly executed and 
delivered, and is valid and legally binding upon and enforceable by the parties thereto in accordance with 
its terms and provisions. 
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THE COMMISSION has reserved the right, subject to the restrictions stated in the Trust 
Agreement, to issue Additional First Tier Obligations secured by the Trust Agreement on parity with the 
Bonds and the Series 2019A Bonds.  Additionally, the Commission has reserved the right, subject to the 
restrictions stated in the Trust Agreement, to issue obligations secured by the Trust Agreement junior to the 
First Tier Obligations as well as subordinate to the First Tier Obligations.  The Commission has also 
reserved the right to establish a priority of payment between the respective Series of Subordinate Tier 
Obligations.  The Commission also has reserved the right to amend the Trust Agreement in the manner 
provided therein and under some (but not all) circumstances amendments thereto must be approved by the 
Owners of a majority of all Outstanding Obligations secured by the Trust Agreement. 
 

THE REGISTERED OWNERS of the Bonds shall never have the right to demand payment of 
the principal thereof or interest thereon out of any funds raised or to be raised by taxation or from any 
source whatsoever other than as described in the Trust Agreement.   
 

WE EXPRESS NO OPINION as to any federal, state or local tax consequences of acquiring, 
carrying, owning or disposing of the Bonds.  
 

WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments 
due for the principal of and interest on the Bonds nor as to any such insurance policies issued in the future. 
 

WE HAVE ACTED AS BOND COUNSEL for the Commission for the purpose of rendering an 
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State 
of Texas.  We have not been requested to investigate or verify, and have not investigated or verified, any 
records, data, or other material relating to the financial condition or capabilities of the Commission and 
have not assumed any responsibility with respect thereto.  We express no opinion and make no comment 
with respect to the marketability of the Bonds.  Our role in connection with the Official Statement prepared 
for use in connection with the Bonds has been limited as described therein. 
 

THE FOREGOING OPINIONS represent our legal judgment based upon a review of existing 
legal authorities that we deem relevant to render such opinions and are not a guarantee of a result. 
  

Respectfully, 
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APPENDIX G 
 

DESCRIPTION OF BOOK-ENTRY-ONLY SYSTEM 

The information in this Appendix concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Commission believes to be reliable, but the Commission takes no responsibility for 
the accuracy or completeness thereof.  The Commission cannot and does not give any assurances that DTC, 
DTC Direct Participants or Indirect Participants will distribute to the Beneficial Owners (a) payments of 
interest, principal or premium, if any, with respect to the Bonds, (b) Bonds representing ownership interest 
in or other confirmation or ownership interest in the Bonds, or (c) redemption or other notices sent to DTC 
or Cede & Co., its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis 
or that DTC, DTC Direct Participants or DTC Indirect Participants will act in the manner described in 
this Official Statement.  The current “Rules” applicable to DTC are on file with the United States Securities 
and Exchange Commission and the current “Procedures” of DTC to be followed in dealing with DTC 
Participants are on file with DTC. 

Book-Entry Only System 

DTC will act as securities depository for the Bonds.  The Bonds have been issued as fully-registered 
bonds registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be 
requested by an authorized representative of DTC.  One fully-registered Bond certificate was issued for the 
Bonds in the aggregate principal amount thereof and has been deposited with DTC.   

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, 
a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 3.5 million issues 
of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments 
(from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The Depository Trust 
& Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing 
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC 
is owned by the users of its regulated subsidiaries.  Access to the DTC system is also available to others 
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly 
or indirectly (“Indirect Participants” and together with Direct Participants, “Participants”).  DTC has a 
Standard & Poor’s rating of AA+.  The DTC Rules applicable to its Participants are on file with the United 
States Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser of 
each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  
Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as 
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial 
Owner entered into the transaction.  Transfers of ownership interests in the Bonds are to be accomplished 
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  
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Beneficial Owners will not receive certificates representing their ownership interests in Bonds, except in 
the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested 
by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration in the name 
of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no 
knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the 
Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial 
Owners.  The Direct and Indirect Participants will remain responsible for keeping account of their holdings 
on behalf of their customers.  Conveyance of notices and other communications by DTC to Direct 
Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect 
Participants to Beneficial Owners will be governed by arrangements among them, subject to any statutory 
or regulatory requirements as may be in effect from time to time.  Beneficial Owners of Bonds may wish 
to take certain steps to augment the transmission to them of notices of significant events with respect to the 
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents.  For 
example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their 
benefit has agreed to obtain and transmit notices to Beneficial Owners.  In the alternative, Beneficial 
Owners may wish to provide their names and addresses to the registrar and request that copies of notices 
be provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within a maturity are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such maturity to be redeemed.  

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Paying Agent/Registrar as soon as possible after the 
record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct 
Participants to whose accounts Bonds are credited on the record date (identified in a listing attached to the 
Omnibus Proxy). 

All payments on the Bonds will be made to Cede & Co., or such other nominee as may be requested 
by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ accounts upon 
DTC’s receipt of funds and corresponding detail information from the Commission or the Paying 
Agent/Registrar, on payable date in accordance with their respective holdings shown on DTC’s records.  
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with Bonds held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrar, or 
the Commission, subject to any statutory or regulatory requirements as may be in effect from time to time.  
Payment of principal and interest and redemption proceeds to Cede & Co. (or such other nominee as may 
be requested by an authorized representative of DTC) is the responsibility of the Commission or the Paying 
Agent/Registrar, disbursement of such payments to Direct Participants will be the responsibility of DTC, 
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services as depository with respect to the Bonds at any time by 
giving reasonable notice to the Commission or the Paying Agent/Registrar.  Under such circumstances, in 
the event that a successor depository is not obtained, Bond certificates are required to be printed and 
delivered. 
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The Commission may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository).  In that event, Bond certificates will be printed and delivered to 
DTC. 

THE INFORMATION IN THIS SECTION CONCERNING DTC AND THE DTC BOOK-
ENTRY ONLY SYSTEM HAS BEEN PROVIDED BY DTC.  THE COMMISSION AND THE 
REMARKETING AGENT BELIEVE SUCH INFORMATION TO BE RELIABLE, BUT TAKE NO 
RESPONSIBILITY FOR THE ACCURACY THEREOF.  NO REPRESENTATION IS MADE BY ANY 
SUCH PARTY AS TO THE ACCURACY OR ADEQUACY OF SUCH INFORMATION OR AS TO 
THE ABSENCE OF MATERIAL ADVERSE CHANGES IN SUCH INFORMATION SUBSEQUENT 
TO THE DATE HEREOF. 

While the Bonds are in the book-entry-only system, reference in other sections of this Official 
Statement to Owners of such Bonds should be read to include any Beneficial Owner of the Bonds, but (i) 
all rights of ownership, as described herein, must be exercised through DTC and the book-entry-only system 
and (ii) notices that are to be given to registered Owners by the Paying Agent/Registrar, will be given only 
to DTC.  DTC is required to forward (or cause to be forwarded) the notices to the Participants by its usual 
procedures so that such Participants may forward (or cause to be forwarded) such notices to the Beneficial 
Owners. 
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APPENDIX H 
 

INVESTMENT AUTHORITY AND INVESTMENT PRACTICES OF THE COMMISSION 

The Commission invests its investable funds (e.g. funds held by the Trustee related to the System) 
in investments authorized by State law in accordance with investment policies approved by the 
Commission.  Both State law and the Commission's investment policies are subject to change. 

 
Based on the current Investment Policy and current law, funds held by the Trustee related to the 

System may be invested in the following: (i) obligations, including letters of credit, of the United States 
or its agencies and instrumentalities;  (ii) direct obligations of the State or its agencies and 
instrumentalities rated as to investment quality by a nationally-recognized investment firm of not less 
than "A";  (iii) collateralized mortgage obligations directly issued by a federal agency or instrumentality 
of the United States, the underlying security for which is guaranteed by an agency or instrumentality of 
the United States (such transactions not to exceed ten percent of the total of each investment portfolio 
under the Investment Policy);  (iv) other obligations, the principal and interest of which are 
unconditionally guaranteed or insured by, or backed by the full faith and credit of, the State or the United 
States or their respective agencies and instrumentalities, including obligations that are fully guaranteed 
or insured by the Federal Deposit Insurance Corporation (the "FDIC") or by the explicit full faith and 
credit of the United States;  (v) obligations of states, agencies, counties, cities, and other political 
subdivisions of any state rated as to investment quality by a nationally-recognized investment rating firm 
not less than "A" or its equivalent (such transactions not to exceed ten percent of the total of each 
investment portfolio under the Investment Policy);  (vi) bonds issued, assumed, or guaranteed by the State 
of Israel;  (vii) financial institution deposits or certificates of deposit and share certificates issued by a 
depository institution with its main office or a branch office in the State that is (a) guaranteed or insured 
by the FDIC or the National Credit Union Share Insurance Fund or their successors or (b) secured in any 
other manner and amount provided by law for deposits of the Commission (investment in certificates of 
deposit may not exceed 80 percent of the total of each investment portfolio under the Investment Policy);  
(viii) a fully collateralized repurchase or reverse repurchase agreement that has a defined termination 
date, is secured by cash and/or obligations described in (i) above; requires the securities purchased by the 
Commission to be pledged to the Commission, held in the Commission's name, and deposited at the time 
the investment is made with the Commission or with a third party selected and approved by the 
Commission; and is placed through a primary government securities dealer, as defined by the Federal 
Reserve, or financial institutions doing business in the State (however, the Commission may not enter 
into repurchases agreements that are not settled on a delivery versus payment process, have terms that 
exceed 90 days from the date the reverse security repurchase agreement is delivered, or have terms longer 
than six months when the financial institution or broker/dealer initially has a long- term rating category 
of less than "A" and does not have at least one long-term rating of least "AA" by a nationally recognized 
investment rating firm);  (ix) certain bankers acceptances with a stated maturity of 270 days or fewer 
from the date of issuance, if liquidated in full at maturity, eligible for collateral for borrowing from a 
Federal Reserve Bank, and accepted by a bank organized and existing under the laws of the United States 
or any state, if the short-term obligations of the bank are rated not less than "A-1" or "P-1" or an equivalent 
rating by at least one nationally-recognized credit rating agency (such transactions not to exceed five 
percent of the total Commission investment portfolio under the Investment Policy);  (x) commercial paper 
with a stated maturity of 270 days or less that is rated at least "A-1" or "P-1," or the equivalent, by at least 
(a) two nationally-recognized  rating agencies or (b) one nationally-recognized credit rating agency if the 
paper is fully secured by an irrevocable letter of credit issued by a bank organized and existing under the 
laws of the United States or any state (such transactions not to exceed 15 percent of the total of each 
investment portfolio under the Investment Policy with no more than five percent in any one name);  (xi) 
with certain restrictions, (a) a no-load money market mutual fund that is registered with and regulated by 
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the SEC, provides the Commission with a prospectus and other information required by the Securities 
Exchange Act of 1934 or the Investment Company Act of 1940, has a dollar-weighted average stated 
maturity of 90 days or fewer, and includes in its investment objectives the maintenance of a stable net 
asset value of $1.00 for each share;  or (b) a no-load mutual fund that is registered with the SEC, has an 
average weighted maturity of less than two years, is invested exclusively in obligations permitted for 
investment under the Investment Policy, is continuously rated as to investment quality by at least one 
nationally-recognized investment rating firm of not less than "AAA" or its equivalent, and conforms to 
State law relating to the eligibility of investment pools to receive and invest funds of investing entities;  
(xii) certain securities lending programs;  (xiii) an eligible investment pool that is specifically authorized 
by the Commission and invests solely in such obligations authorized under State law provided that the 
pool is rated  no lower  than "AAA"  or "AAAm"  or an equivalent  by at least one nationally- recognized 
rating service, operates like a money market mutual fund, and meets other requirements;  (xiv) certain 
guaranteed investment contracts in connection with investing bond proceeds if such investment contract 
has a defined termination date, is secured by obligations in (i) in an amount at least equal to the amount 
of bond proceeds invested under the contract, and is pledged to the Commission and deposited with the 
Commission or with a third party selected and approved by the Commission (such transactions that utilize 
bond proceeds, other than bond proceeds representing reserves and funds maintained for debt service 
purposes, may not be invested in a guaranteed investment contract for a term longer than 5 years or in 
investment agreements that are not settled on a delivery versus payment process, have terms that exceed 
90 days from the date the reverse security repurchase agreement is delivered, or have terms longer than 
six months when the financial institution or broker/dealer initially has a long- term rating category of less 
than "A" and does not have at least one long-term rating of least "AA" by a nationally recognized 
investment rating firm.);  and (xv) certain forward purchase agreements in connection with investing 
bond proceeds if the agreement is specifically authorized in the bond documents, has a defined 
termination date, the obligations delivered under the agreement meet the restrictions set forth in the 
investment policy and certain bidding and other procedures are met. 

 
The Commission may invest in a securities lending program if (i) the securities loaned under the 

program are 100% collateralized (including accrued income), a loan made under the program allows for 
termination at any time, and a loan made under the program is secured by either (a) obligations that are 
described in clauses (i) through (vi), (b) pledged irrevocable letters of credit issued by a state or national  
bank that is continuously rated by a nationally-recognized investment rating firm not less than "A" or its 
equivalent, or (c) cash invested in obligations that are described in clauses (i) through (vi), (x), (xi) and 
(xiv) of the second paragraph under this caption;  (ii) securities held as collateral under a loan are pledged 
to the Commission, held in the name of the Commission, and deposited at the time the investment is made 
with a third party designated by the Commission;  (iii) a loan made under the program is placed through 
either a primary government securities dealer or a financial institution doing business in the State;  and 
(iv) the agreement to lend securities has a term of one year or less. 

 
Bond proceeds may be invested in accordance with the provisions of the applicable bond 

documents. To the extent of any inconsistency between the provisions of the Investment Policy and such 
bond documents, the investment terms contained in the bond documents shall control. However, no such 
investment of bond proceeds shall be made in the non-authorized investments described in the paragraph 
below. 

 
The Commission is specifically prohibited from investing in: (i) obligations whose payment 

represents the coupon payments on the outstanding principal balance of the underlying mortgage-backed 
security collateral and pays no principal (interest only bond);  (ii) obligations whose payment represents 
the principal stream of cash flow from the underlying mortgage-backed security collateral and bears no 
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interest (principal only bond);  (iii) collateralized mortgage obligations that have a stated final maturity 
date of greater than ten years;  (iv) collateralized mortgage obligations the interest rate of which is 
determined by an index that adjusts opposite to the changes in a market index (inverse floaters);  or (v) 
investments of any type that are denominated in a foreign currency.  In addition, the Commission is not 
authorized to invest in the aggregate more than 15% of the monthly average fund balance, excluding bond 
proceeds and reserves and other funds held for debt service, in mutual funds described in clause (xi)(b) 
of the second paragraph under this caption, any portion of bond proceeds, reserves and other funds held 
for debt service, in mutual funds described in clause (xi)(b) of the second paragraph under this caption, 
or invest its funds or funds under its control, including bond proceeds and reserves and other funds held 
for debt service, in any one mutual fund described in (xi) of the second paragraph under this caption in 
an amount that exceeds ten percent of the total assets of the mutual fund.  Further, reverse repurchase 
agreements must not have a term of more than 90 days, and the investment of reverse repurchase 
agreement funds must be in obligations with a term no greater than the term of the reverse purchase 
agreement. 

 
Under State law, the Commission is required to invest its funds under written investment policies 

that primarily emphasize safety of principal and liquidity; that address investment diversification, yield, 
maturity, and the quality and capability of investment management; and that include a list of authorized 
investments for Commission funds, the maximum allowable stated maturity of any individual investment, 
and the maximum average dollar- weighted maturity allowed for pooled fund groups.  All Commission 
funds must be invested consistent with a formally adopted "Investment Strategy" that specifically 
addresses each fund's investment.  Each Investment Strategy will describe its objectives concerning: (i) 
suitability of the investment to the financial requirements of the Commission, (ii) preservation and safety 
of principal, (iii) liquidity, (iv) marketability of each investment if the need arises to liquidate prior to 
maturity, (v) diversification of the portfolio, and (vi) yield.  

Under State law, the Commission's investments must be made "with judgment and care, under 
prevailing circumstances, that a person of prudence, discretion, and intelligence would exercise in the 
management of the person's own affairs, not for speculation, but for investment considering the probable 
safety of capital and the probable income to be derived."  At least quarterly, the Commission's investment 
officers must submit an investment report to the Commission including: (i) the book value and market 
value for each investment at the beginning and end of the reporting period;  (ii) if the funds are pooled 
and invested, a summary statement, prepared in accordance with generally accepted accounting 
principles, presenting the beginning market value of the pool portfolio, changes in market value during 
the reporting periods, the ending market value of the portfolio, and fully accrued interest for the reporting 
period;  (iii) the maturity date of each investment, if applicable;  (iv) a statement of intent if some or all 
securities are intended to be held to maturity;  (v) any variations from the investment strategy of the 
Commission;  (vi) recommended amendments to current specific investment strategies;  and (vii) an 
analysis of current market conditions.  

Under State law, the Commission is additionally required to: (i) annually review its adopted 
policies and strategies, (ii) adopt a rule, order, ordinance or resolution stating that it has reviewed its 
investment policy and investment strategies and record any changes made to either its investment policy 
or investment strategy in the respective rule, order, ordinance or resolution, (iii) require any investment 
officers with personal business relationships or relatives with firms seeking to sell securities to the 
Commission to disclose the relationship and file a statement with the Texas Ethics Commission and the 
Commission;  (iv) require the qualified representative of firms offering to engage in an investment 
transaction with the Commission to: (a) receive and review the Commission's investment policy, (b) 
acknowledge that reasonable controls and procedures have been implemented to preclude investment 
transactions conducted between the Commission and the business organization that are not authorized by 
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the Commission's investment policy (except to the extent that this authorization is dependent on an 
analysis of the makeup of the Commission's entire portfolio or requires an interpretation of subjective 
investment standards), and (c) deliver a written statement in a form acceptable to the Commission and the 
business organization attesting to these requirements;  (v) perform a biennial audit of the management 
controls on investments and adherence to the Commission's investment policy;  (vi) provide specific 
investment training for the Commissioners, Chief Financial Officer, and investment officers;  (vii) require 
local government investment pools to conform to the disclosure, rating, net asset value, yield calculation, 
and advisory board requirements, and (viii) at least annually review, revise, and adopt a list of qualified 
brokers that are authorized to engage in investment transactions with the Commission. 
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