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MR.

PROCEEDINGS

GILLIAM: Since it is already 9:31, why

don®"t I call the meeting to order? We do have a quorum

based on the ones who are present. And then as others

join us, we"ll
So,
MR.
MR.

MR.

now. Vinsen --

recognize them.

Vinsen, would you start off?

FARIS: Vinsen Faris.

TREVINO: Can you tell me who"s there?

GILLIAM: Yes. We"re starting that process

MR. TREVINO: Okay.

MR. GILLIAM: AIll right.
Vinsen?

MR. FARIS: Vinsen Faris.

MS.
MR.
MR.
And
MR.
MR.
on the phone?
MR.
MS.
MR.

MS.

HALSTEAD: Donna Halstead.

WILSON: John Wilson.

GILLIAM: Fred Gilliam.

we have Vastene and yourself. That"s --
TREVINO: Good.

GILLIAM: Both of you, you and Vastene, are

TREVINO: Yes.
OLIER: Yes, we are. Vastene.
GILLIAM: Okay.

MALONE: And Reba®"s on the phone.
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MR. GILLIAM: Oh. And Reba?

Is there anyone else who has joined us?

(Pause.)

MR. GILLIAM: Bob Geyer is the only one who"s
scheduled. So as he -- when he joins, we"ll let you know.

So —-

MR. TREVINO: Okay.

MR. GILLIAM: The first item for -- on the
agenda is to approve the minutes. Has anyone had a chance
to review those?

MR. WILSON: 1 move approval. John Wilson.

MS. HALSTEAD: Second. Donna Halstead.

MR. GILLIAM: We have a motion and a second.

Is there any discussion?

(Pause.)

MR. GILLIAM: If not, all in favor say aye.

(A chorus of ayes.)

MR. GILLIAM: Okay. Any opposed?

(No response.)

MR. GILLIAM: So the minutes have been
approved.

Item Number Three is the report on the December
15 Texas Transportation Commission agenda items.

Is that you, Eric?

MR. GLEASON: Thank you, Mr. Chair.
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This i1s Eric Gleason, Director of the Public
Transportation Division. Two items in December were
approved by the Commission. We had an award --

MS. MALONE: This is Reba, and 1 can hardly
hear you all.

MR. GLEASON: Okay, Reba. Can you hear me
better now -- a little bit?

MS. MALONE: Fine.

MR. GLEASON: AIll right. Let me just -- I~°11
go through it, and 1f you can"t hear me, 11l repeat
myself.

In December, there were two i1tems before the
Commission. One was a $60,000 planning award to the
Concho Vvalley Rural Transit District for looking at
consolidating their system with the San Angelo system in
the context of a new maintenance and administrative
facility. The second item was an award of some
transportation development credits, or toll credits, to a
number of properties that were in a position with federal
earmarks of losing those earmarks if we had not taken an
action this year to award those credits.

So those two i1tems passed. The Commission was
particularly complimentary, 1 think, in the context of the
Concho Valley award -- and a lot of interest iIn

encouraging those kinds of studies, looking at
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coordination and consolidation opportunities.

IT I may, Mr. Chair, mention two other items?

MR. GILLIAM: Sure.

MR. GLEASON: At the January Commission
meeting, we have four items of interest to public
transportation. We have the distribution of the federal
5311 and 5310 funds. We are awaiting final apportionments
from FTA on those amounts; we hope to get them before the
meeting. If we don"t get them, we"ve actually structured
the minute order to allow the Commission to go ahead and
take action, and then we would make the adjustments
following their action once we got the actual
apportionments.

The -- a third minute order is awarding some
unobligated vehicle capital replacement funds, a
relatively small amount, just over $600,000. This is
money that came back to us via project savings, or
whatever, from previous awards around the flex grant that
we worked with several years ago from FHWA.

The fourth item is some proposed rules around
transportation development credits. These will be
presented to the Commission by our finance director. And
we had hoped to have those proposed rules for you today;
it now looks like they"ll be ready for your January 19

meeting.
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The third and final thing 1°d mention is that
we do have our semi-annual meeting coming up February 1, 1
think, with all of the operators. The agenda focuses
almost entirely on SAFETEA-LU. We have Chris Zeilinger
coming in from CTAA to give us an overview of SAFETEA-LU,
and then we have three breakout sessions planned -- where
we" 1l put people to work and talk about some of the new
programs and talk about how we need to implement those
programs in Texas.

Toward the end of the day, there i1s an
opportunity for PTAC to provide a status or an update of
your work to the group. And so, Mr. Chair, at some point,
we"ll need to see iIf you want to take us up on that offer
in the agenda and, if you do, who from the committee would
want to provide the update.

MR. GILLIAM: Okay.

MR. GLEASON: And that"s what 1 have. Thank
you .

MR. GILLIAM: Any questions of Eric regarding
his update?

MR. WILSON: Any feedback on -- this is John
Wilson. Any feedback on the motion that was made and
passed by the PTC at the last meeting concerning the 5311
funds?

MR. GLEASON: No specific feedback. But what
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we have done is -- in the cover page that goes with the
minute order, we have identified and described that action
for the Commission.

MR. WILSON: Thank you very much.

MR. GILLIAM: Someone just joined us. Would
you identify yourself?

MR. GEYER: Bob Geyer.

MR. GILLIAM: Bob Geyer, good morning, and
happy new year.

MR. GEYER: Good morning. Same to you, Sir.

MR. GILLIAM: Okay. Bob, for your benefit,
myself, Vinsen Faris, Donna Halstead, John Wilson, Oscar
Trevino, Vastene Olier and Reba Malone are with us. So --

MR. GEYER: Okay.

MR. GILLIAM: And that completes everyone that
I understand will be joining us today for our meeting.

So the next item on the agenda is a discussion
of on Commission project evaluation indices.

MALE VOICE: Who"s going to handle that one?

MR. GILLIAM: Bobby.

MALE VOICE: 1 thought there was a question.

MR. GILLIAM: Oh.

Did you have a question?

MS. OLIER: Yes, 1 did.

MR. GILLIAM: Okay.
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MS. OLIER: Thank you.

This is for Eric. How soon [inaudible] on both
items [inaudible]?

MR. GLEASON: Well, 1711 have them as soon as
the FTA actually publishes the final apportionments,
Vastene. What we"re working with right now Is what they
published on the 20th of December and was in the Federal
Register, but we do know that there i1s a 1 percent
rescission which was not included in those numbers. And
so until we see the final numbers and how that 1 percent
rescission was allocated, we won*"t have finals for you.

MS. OLIER: [inaudible].

MR. GLEASON: Right.

MS. OLIER: Do you have some idea of what would
happen [inaudible]. What about [inaudible]?

MR. GLEASON: Well, the toll credit
conversation will begin in January with the Commission
presented with proposed rules, and the there®s a two-month
period, 1 think. In April --

MS. OLIER: Okay. So we"re talking about
April --

MR. GLEASON: April is the earliest that they
could take final action on those.

MS. OLIER: [inaudible]?

MR. GLEASON: April would be the soonest. So,
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yes.

MS. OLIER: Okay. Thank you.

MR. GILLIAM: Okay. All right.

Then the discussion on project evaluation
indices, Bobby.

MR. KILLEBREW: Yes. Good morning, members.
For the record, 1*m Bobby Killebrew, the Deputy Director
of the Public Transportation Division here at TxDOT.

And good morning, members on the phone.
Although I can"t see you iIn person, happy new year to you,
as well.

This morning, | get to lead the discussion on
project evaluation indices. And 1 believe, in your
packet, there was one page -- not too detailed, not very
much information -- describing what the task is at hand.
I regurgitated basically everything that I know, which
isn"t a whole lot at this point.

The task originally came up back In October.
And at the November Commission meeting, the Commission
publicly discussed the need to develop some project
indices on all projects, all modes, that are brought
before the Texas Transportation Commission. It"s not to
compare one mode against another, not to compare highway
against rail, or rail against transit or transit against

bicycle, but individually, within your mode, to somehow
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develop a criteria for all the projects brought before the
Commission so that 1if a Commissioner would want to know or
it the Commission wanted to use information about a
project when discussing it with elected officials or other
politicians or the general public, they could tell these
individuals what that project is valued.

You know, obviously, some projects that the
Department does -- it costs a lot of money, especially on
the highway side. And on some of those projects, It"s
very necessary to do those types of projects, but the
payback on those projects may not be very much.

So in essence, some projects may not make the
state any money, but it is important that we do those
projects. Other projects may have a payback feature in
them, and the Commission wants to know what those projects
are, as well.

The Commission outlined five categories that
they were interested In on each and every project:

Reduced congestion, improved safety, economic opportunity,
improved air quality and increased state asset value.
Along with those five categories, they also have two
factors in mind for each and every project, and that is:
To tell if a project is local, regional or statewide and,
also, 1T that project is a short-term, a mid-term or a

long-term solution.
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A task group was put together, and for transit
projects, | represent the Department on that task group.
And today -- what I"m hoping to get from the advisory
group today is some feedback or some discussion In any way
that you might be able to suggest on how we could develop
criteria for these five categories and these two factors
specifically as it"s pointed at transit projects.

And 1 also understand that many of the transit
projects that we, the Department staff, take before the
Commission are for rural properties, small urban
properties and EI and disabled-type transit systems, but
as the transportation development credit rules -- formerly
toll credits -- go forward, it may be that the Dallas DART
has an extension to its light-rail system or Capital Metro
in its new light-rail system development wants toll
credits for those projects and those projects would go
before the Commission, as well. And these five categories
and two factors would be applied to those.

So it"s not just thinking about the historical
type of funding projects that we take before the
Commission, but all the transit projects that potentially
could go before the Commission.

The work group is on a very tight schedule.
We"ve been -- iIn fact, as of last week, I got an e-mail,

and we"ve been kind of told to have this thing finished by
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the end of January so that we can present this back to our
administration so that, hopefully, iIn February, another
discussion item at the Commission meeting in February will
take place to let the Commission talk about what the task
group has developed and perhaps any other direction they
want us to take on this.

Other than that kind of general overview,
there®s not really any specifics that we"ve been given or
no real boundaries that we"ve been given. We"ve been told
whatever solutions we come up with or whatever criteria
that we develop, it has to be simple enough that the
average Texan would understand it.

What the Commission doesn®"t want to see is that
black box. They don"t want something going into a black
box, the black box crunches something and something comes
out. That"s not understandable by the average Texan, and
111 admit 1t"s not understandable by me, especially in
some of the engineering modeling that goes on.

But for the average Texan, we need to come up
with something that has got criteria that®"s understandable
and that anybody would look at that and way, That"s right;
that project adds value; that project may not add value;
that project is not applicable in this particular
category.

So with that, 1 kind of open up the floor to

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

14

any comments that you may have.

MR. GILLIAM: Bobby, just a quick question.
Since the legislature has mandated coordination and, you
know, there"s a task force and there are districts that
are developing their -- how does that fit into this as it
relates to the projects? Because it would appear to me
that as you look at these different things, to not have
taken that into consideration would be -- would not, 1
guess, support that effort. And maybe I missed something
there.

MR. KILLEBREW: I mean you"re correct in that
coordination is not one of the categories or the factors
involved here, but that might be one of the criteria in
one of the categories that we might be looking at. For
example, in looking at a local, regional or statewide
project as a factor here, the criteria here for seeing
what value that project adds to the citizens of the state
of Texas might be, How well does that project coordinate
in Its own region.

MR. GILLIAM: Okay. 1 just -- it just -- to
me, when 1 looked at this and heard what you said, it
appeared to be a void. And to not take it into
consideration implies that somebody®s not supportive of
that effort and -- because i1t"s not factored in.

So 1 opened it up for discussions with Bobby.
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So who -- what you do intend to do and would like this
morning Is some feedback and, also, some -- 1 guess, some
reaction to what you just said?

MR. BROWN: Yes, sir.

MR. GILLIAM: Okay.

I open 1t up for discussion.

MR. GEYER: Bob Geyer. 1 would support Fred in
saying 1 think 1t should be -- coordination should be a
separate category all by itself and not just kind of
hidden under local and regional. |1 just think it"s -- and
everybody across the state is working on it. And it"s
important enough -- that"s more measurable almost than an
economic opportunity.

So some of these I look at, and 1t -- on the
MPO, we rank projects or -- the MPO ranks projects on
these, also. They don"t necessarily rank them in our
region, but they just say, Okay, it helps the economics of

the community. But they don"t even give it a ranking.

But 1 -- these things -- a lot of these are
hard to rank -- except for the air quality. AiIr
quality -- the MPOs have specific air quality analyses

that they go through. But that"s kind of like one of
those black box things you®re talking about.
But, anyway, I"m rambling now. My first point

is | would support Fred in that 1 think that coordination
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should be a separate item under the categories.

MR. KILLEBREW: Okay.

MS. HALSTEAD: Mr. Chairman?

MR. GILLIAM: Donna, go ahead.

MS. HALSTEAD: It"s Donna Halstead. And I
guess | have the challenge of wearing two hats when we"re
talking about coordination, because 1"m on the Regional
Task Force for North Central Texas COG to develop a
process to promote coordination.

And, Bobby, if there is going to be discussion
about coordination within this task force, this work
group, 1 will tell you the one thing that would do, that
would take us the farthest, in promoting coordination
among these various agencies, and that is for someone at
TxDOT to take all of the eligibility requirements of all
of these agencies and sit down and develop a form and a
process, a set of requirements, that can be used across
all of the services.

It is at -- we got the other day a list of the
various agencies, what the requirements are and what the
restrictions are. And we"ve talked before about the fact
that Medicaid eligibility i1s impacted by a court order,

a -- you know, I think it"s the Freugh decision or
something like that -- that places different sets of

restrictions on that. |If we could develop a common
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process for determining eligibility, that would be the
biggest step forward in coordinating these services that
we could possibly imagine.

And, secondly, to go with that would be some
state-supported mechanism, some state-supported
clearinghouse, if you will, to pull the requests from all
of these agencies into one location and allow that
location to actually provide the coordinated services
among these agencies, because those two hurdles are going
to be the most critical issues in developing coordinated
services in this state.

MR. GILLIAM: Okay. 1 agree with that.

MS. HALSTEAD: 1"ve got some other comments if
you want them, or do you want to wait?

MR. GILLIAM: No. Go ahead, because he wants
us to help --

MS. HALSTEAD: Okay.

MR. GILLIAM: -- develop the criteria.

MR. GILLIAM: In terms of highway projects,
we"ve had two in Dallas over the past ten years that have
had as a pilot piece of them a bonus structure for the
company, the contractor, if the project is completed on
time with minimal closure of lanes during rush hours. So
what 1t has done is promote construction at night, when

everybody else is asleep, and that sort of thing.
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The central project -- Northcentral Expressway
project came in seven or eight months early. And every
month 1t comes in early, it saves TxDOT money, it saves
the people iIn the area money and promotes better air
quality and reduced congestion.

The High Five project at Central and LBJ is now
virtually complete, and it"s almost a year early for the
same reason. There were -- the contract was structured so
that the company actually doing the construction was
rewarded for doing it at off-hours and ahead of schedule.

IT TXDOT were to implement something like that as a
matter of course, rather than as a pilot project, i1t could
potentially have a huge impact.

And 1°ve talked enough. 1711 give somebody
else time, but I"ve got some more ideas.

MR. GILLIAM: Okay.

Anyone else?

MR. WILSON: Bob, I listened to the 32-minute
video -- part of it was just audio, but -- and some of it
was video. But some of the things that Chairman
Williamson talked about -- he talked about economic
development and trade corridors, he talked about --
creating jobs and expanding the tax base iIs what he wanted
those categories and factors to include.

He -- also, some criteria should be reduction
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of congestion. And he was talking about a reduction of
cars as far as transit was -- public transportation was
concerned. | think that the only thing we can possibly do
is probably relieve congestion, not probably actually do a
reduction iIn it.

He also said it was very important about
economic development -- I mean very important to
understand the difference between economic development and
economic opportunities. And he said economic

opportunities is like going to a Wal-Mart to be

constructed -- in other words, a new construction of
highway to 1t or road to 1t -- where economic development
may be improvement of that highway in front of it -- in

other words, just helping i1t develop more.

As far as listening to the other criteria, 1
mean there was also some talk about -- air quality versus
maybe buying transit vehicles that are more clean-air,
versus black or alternative fuels, is what he -- iIs what
was mentioned by Ted, 1 think, or maybe by the speaker.
Anyway, my thinking Is -- based on what they said, 1 think
ridership should play an important part of this as far as
transit goes. | think that should be something that we
should look at pretty strongly.

I agree with both Bob and Fred -- and Donna --

on coordination. 1 think that"s very important. The -- 1
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don®"t know if there"s any -- you know, if there®s some way
you can measure job -- it won"t be job creation, but
allowing people to get the jobs, 1 think.

You know, there are some -- like Texoma, for
example -- and Sherman and Dennison. They are actually
going out and providing people from the Sherman and
Dennison area to some factories out in the rural area.

And they are actually -- you know, those people now have
jobs that didn"t have jobs before, because of that. 1
think that should be -- somehow play into something like
this.

Any time that you can improve jobs, 1 think
that"s -- because that®"s the big thing that it seemed like
the Commission was on, 1 think that®"s what we should look
at. 1 don"t know if I"ve helped you any, but that"s what
I think.

Ridership, job creation and routes to jobs
should be given high priority in this. But 1 think, also,
there®s not one for quality in life. In most of our
transit systems around the state, i1t"s a quality of life
issue rather than some of these things and these
categories that they have listed here. 1 think a lot of
people could not live where they live without transit
today. I think that"s important to realize.

MR. GILLIAM: Okay. Thanks, John.
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MR. WILSON: Thank you.

MR. GILLIAM: Any comments from those on the

phone?

MS. OLIER: None from me. This iIs Vastene.

MR. GILLIAM: Okay.

Anyone else?

(Pause.)

MR. GILLIAM: Land use as it relates to
particularly in the urban areas -- and many times, we
don"t -- when 1 look at these criteria and particular the
categories and even the factors -- but if you don"t look

at the land use in a sense of to make sure you have the
infrastructure and those kinds of things, you can -- it
gets back to the quality of life.

Many times, senior citizen homes are located in
areas where they don"t have good public transportation --
and only after the iInvestment has been made. There"s a
real need for that. And many times, the cost of trying to
provide the service -- it doesn"t justify it, you know, to
a certain extent. And -- but it has a tremendous effect
on the quality of life when that does occur.

I think we"re doing better, but 1 think -- and
something that just recently -- iIn fact, last Friday, |
was told -- and I don"t know this to be true, but it has

to do with the governor®s front on encouraging job growth
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for the state of Texas. 1°m told that he can"t use the
money until the firm actually makes a commitment that they
will come to Texas. And every other state normally that
we"re competing with -- they have the ability to go ahead
and make that commitment.

So many times, we lose the opportunity for job
growth here simply because we can"t be competitive. And
iT he has restrictions like that, then, obviously, that
needs to be looked at because when we"re talking about
improving jobs and reducing congestion and all these other
things, | think we need to be -- we need to have a
competitive advantage as much as anything else, because we
are trying to improve the quality of life and we"re trying
to reduce the congestion. And iIn many cases, if we can
just contain congestion, you know, that"s a major
improvement to just iIncreasing it.

So I"m not sure we do as good a job
particularly in urban areas of -- where we factor in all
the iInfrastructure cost as it relates to the projects and,
How can we leverage that in a way that we can make --
improve the quality of life and also make sure that people
can get to jobs, and those kinds of things to help the
employer, because the employer has got to make a profit.
Otherwise, they can"t stay in business.

So I"m not sure that we"ve added much to your
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list there, but you -- if you need more out of us -- oh.
Donna has got more. 1°m sorry.

Yes, we need more.

MS. HALSTEAD: I"m sorry. 1I°m just going to go
down your list if it"s all right.

In terms of reducing congestion, one of the
things that could be of significant benefit is some sort
of staggered work schedules for public employees. The
county found that when they went to a four-day week, ten-
hour days or a 7:30-t0-3:30 schedule instead of the 8:30
to 4:30, they were able to reduce by a significant
percentage the number of cars on the road. That kind of
thing can be helpful.

Another thing that the state could do is direct
more dollars to computerized signalization. Right now,
most of that is covered with local funds. And i1f you can
put in place a traffic management system that computerizes
those signals, you can reduce significantly the congestion
associated with it.

Improved safety? No more 11-foot lanes, even
in temporary situations. 1ll1-foot-wide lanes invariably
increase the number of traffic accidents and, in doing so,
increase congestion, and you defeat your purpose. Even if
it"s a year-long deal, you®"re still hurting yourself.

In terms of economic opportunity, 1 really
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think that the state can look at how to create a package
of road and transit improvements based upon the number of
jobs to be created or the number of jobs to be retained.
And let me give you two specific situations.

We"ve got developing in Dallas an area in
southeast Dallas County that®"s being labeled an inland
port. And basically what it Is is an intersection of the
one railroad that runs from Mexico all the way to Canada
and three interstates within about two miles of each
other; the result is that we are seeing an enormous amount
of interest in warehousing, distribution and multi-modal
transfer businesses within that area.

We need -- in a location like that, we need the
state to not frown upon putting In access roads. Frontage
roads In a situation like that can be tremendously
important in supporting the development of those jobs. At
the same time, the DART light-rail station stops about a
mile-and-a-half north of there, yet the DART owns the
corridor to extend that. They can"t extend it because
their service plan says that they®"ve got to go to the
suburban communities before they can do anything else to
extend the starter system.

The state could promote the University of North
Texas Dallas campus, the VA hospital and this huge area of

job development by finding some way to either front the
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money for DART -- and DART pays it back later -- or
provide some kind of bonding capacity to allow the
extension of that rail line to provide access to jobs for
a large number of people, because they"re talking about
thousands of jobs in that area over the next ten years.

So that kind of thing can happen. 1t Improves
the economy of the state, it improves access to jobs, it
reduces congestion, et cetera.

One of the challenges that we have in looking
at developing some kind of regional rail system iIn north
Texas is that many of the cities have accessed 4(a) or
4(b) money and they are precluded from participating iIn a
rail system as a result of that, because they®"ve committed
those dollars to economic development projects for five,
ten, fifteen, 20 years or whatever.

IT there were some way for TxDOT to develop a
bridge program so that communities, whether it"s
Hurst/Euless/Bedford or North Richland Hills or
Duncanville/DeSoto, could have an election and say, "At
the end of our use of these dollars as they are currently
committed, we intend to become a part of a regional
transportation system,”™ and TxDOT were willing to bridge
the funds to expand rail service to those areas until that
time that money was available, 1t would save --

particularly in some areas where TxDOT"s looking at
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putting major investments into new highways, it would save
money for the state long term, because you wouldn®t have
to build those roadways, you wouldn®"t have to pay to
operate and maintain those roadways in the long term,
because that would be done by a regional transportation
system, it would remove from the state"s plate a long-term
commitment by making a short-term commitment of funds to
expand rail.

Now, Fred may have some of the same situations
in looking at trying to develop a regional system in the
Austin area, but that is a particular challenge when
you"re looking at north Texas. And if it"s something as
simple as, "Okay, if you"re going to expand Highway 67, if
you“"re going to add two lanes in each direction to Highway
67, which goes out, you know, through Duncanville/DeSoto,"
TxXDOT would have to evaluate whether i1t would be less
expensive in the long term to support the extension of the
rail service, knowing that at the end of X time, DART
would become responsible for operations, or is it less
expensive to develop those lanes of traffic and have to
maintain them in the long term.

Those kinds of evaluations could make a
difference in some projects. So I would urge you to look
at that, and I will now shut up. Thank you.

MR. GILLIAM: Thank you.
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Any other comments?

(Pause.)

MR. GILLIAM: Anyone that"s on the phone?
MR. GEYER: Bob Geyer, Bobby. Maybe I"m not

understanding this, but that®"s, I"m sure, because of the

time zone.

(Laughter.)

MR. GEYER: But are you looking at like each of
these guys wanting -- having like a ranking like one

through five or something, or is that part of what your
development i1s?

MR. KILLEBREW: This is Bobby again. It"s --
the task group really hasn®"t been given any boundaries.
You know, 1t"s possible that in the criteria, you"d come
up with a numerical score, one through five. You may come
up with some type of a rating that"s A, B, C, you know,
good, bad, better, you know, or something along those
lines.

Again, It depends on the criteria that the task
group is developing in this. Some of it may be a yes/no-
type criteria: Does this, you know, consider rail versus
highway-type accommodations, as Donna was talking about,
to see which is the most cost-effective means of getting
the transportation.

No parameters as such. 1 think once we get
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this all put together and we go back to the Commission,
more detail-type direction will be given. It"s also
possible that in, you know, the transit world, we may have
projects that don"t fit all these categories -- it"s not
applicable; it doesn®"t mean something for that type of
project.

IT you™"re giving operating subsidies to a small
rural system, you know, what does that mean as far as
increased state asset value? It may not be applicable iIn
that particular category.

There®s also the possibility, you know, reduced
congestion -- as John was saying, reduced congestion
doesn™t really fit. Well, maybe we need to redefine that.

We used the term, "Reduced congestion,™ but iIn the
transit project world, it means something else, maybe
increased mobility or increased access or congestion
relief or those types of things.

Since we"ve not been given any boundaries, I™m
kind of thinking out of the box, and 1"ve already thrown
some things out on the table. And 1711 let you know, 1™m
probably the only non-engineer on this group. So --

MALE VOICE: That"s a good thing.

MR. KILLEBREW: That"s a good thing, yes. |
keep them thinking.

But, you know, 1"m not going directly to the
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modeling program that, you know, a lot of the highway-type
projects are accustomed to. So I"m thinking more of the
traditional, "What would the average Texan" -- as the
Commissioner put 1t, "What would the average Texan

understand about how we value these projects,’™ not in the
sense that one project”"s more Important than another one,
because, again, we"re going to do projects that are --
that we have to do; whether they pay back the state or
not, we"re going to have to do those projects. But we
need to know what their value i1s, what"s -- what does it
mean to the average citizens of the state of Texas.

MR. GILLIAM: Okay.

MR. GEYER: Are they looking at comparing them
then and then funding accordingly, you know, one having
more priority over another one?

MR. KILLEBREW: What we"ve been told, Bob, is
that this is not going to be used in selecting projects.

MR. GEYER: Oh. Okay.

MR. KILLEBREW: This is just simply something
that accompanies a project to let people know what the
value of that project is.

MR. GEYER: Okay. Well, our MPO basically uses
that same check-list but with probably about ten

categories. And I can"t sit here and tell you what they

are, but it"s just a check-list that"s either yes or no,
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that it affects those areas.

I*m not sure what that does as far as —- 1
mean, you know, it"s just another item on a sheet of paper
to check. 1t"s like -- not a whole lot of discussion
spent on that.

But like I said, you know, every -- you know,
you could have -- rural transit affects congestion in a
sense, but certainly not to the degree that light-rail is.

So, you know, I mean it"s just a judgment call, but I
would guess If that"s what they want you to spend time on,
then that®"s what you spend time on.

(Laughter.)

MR. KILLEBREW: Thanks, Bob. Thanks for the
endorsement.

MR. GEYER: Sure.

MR. GILLIAM: Okay. Anyone else?

(Pause.)

MR. GILLIAM: Bobby, a couple of things came to
mind when Donna and the others were talking. Particularly
as i1t relates to, you know, the funding and different
things, I"m -- value capture -- you know, a large number
of these projects will add value In -- many times the way
the money is spent and whatever.

But i1t would appear that from a criteria

standpoint, it might be important to look at -- and |
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think the other part is the funding bottle. You know, is
it broken, or is i1t -- should we look at how
transportation is funded in the state of Texas and, also,
our urban areas and everything else? Because, you know,
as we iIncrease growth and increase jobs and those kinds of
things, with the model we have, is i1t going to be
sufficient enough?

You know, the -- from just the gasoline tax
alone, you know, we"re already experiencing the fact that
it"s not enough to continue doing -- and so more toll ways
and those kinds of things.

And then the other part is, Are we really
committed to a balanced transportation system you know, iIn
the sense that we"re focused on moving people, goods and
services, you know, rather than modes, as much as anything
else? And it would appear to me that until we really face
that and look at it, we"ll continue to work around the
problem in one way or another and design or develop ways
to move people, goods and services, but in the end, have
we done what we really need to do?

And every city is not the same, you know, and
the rural areas are totally different. So I guess I™m
just asking for a fresh -- you know, should we have a
fresh look at 1t and look at these things? And, you know,

it"s like -- we have a one-cent sales tax here, but is
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that the appropriate thing? And at some point in time 20
years from now, is that going to be sufficient enough, and
would it be sufficient in Houston or Dallas, you know, and
those kinds of things, too?

So 1 think, to me, it"s time to think about it.

And probably there®s a lot of folks who"d prefer not to
think about it from that standpoint. But if we intend to
make a difference, I think we have to look at and get
things on the table. So that"s sort of my last two cents.

Donna, go ahead.

MS. HALSTEAD: Could I just mention a couple of
other things? | know that during the last session of the
legislature, there was at least some headway made on the
concept of indexing gasoline tax. Do you know iIf TxDOT 1is
planning to go back this next session with that as a part
of their package?

MR. KILLEBREW: This is Bobby.

I do not know. | have not seen the next
legislative agenda.

MS. HALSTEAD: Okay. One of the things that it
would be helpful for TxDOT to look at and work with local
officials on this is the development of some kind of local
option funding mechanism, whether it"s local option
gasoline tax or local option increase in the vehicle

registration fee or whatever, but some kind of local
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option that people can look to.

The other thing that 1 would hope they would
find a look to accelerate is in urban areas like Dallas
and Houston and where ever there are HOV lanes -- to look
at congestion pricing and have the opportunity for people
who have a toll tag -- and there®s only one iIn the car --
to pay a premium to use that lane of traffic during rush
hour. It"s silly not to use them. They"re sitting there
much of the day unused.

And 1f you can access those lanes for a
premium, it simply brings money back to the region for
other transportation needs. So | would hope that they
would look at accelerating ways to make those happen.

MR. GILLIAM: Okay.

Bobby, do you think you have enough?

MR. KILLEBREW: Well, 1 appreciate the
comments. |If by chance a brainstorm hits you on the way
home today, don®"t be shy in picking up the phone or
dropping me an e-mail. | have a presentation to make on
January 11 back to the work group, and, again the work
group has been told to finish this task by the end of
January.

My goal is to come up with some meaningful
criteria that will help the Commissioners when they"re

reviewing our projects, but, also, not to come up with
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some criteria that"s going to place an undue burden on the

people who are the sub-recipients of our funds. |1 don"t
intend to do that. |1 don"t want to collect new
information; 1 want to go with what we have today. So

that"s my goal, and 1"m going to do my best to stay on
that.

MR. GILLIAM: Bobby, would it be appropriate at
our next meeting that you just sort of give us a briefing
of where you are with this project? | mean you concern us
enough that we may come up with different and better
questions. But you said you have a meeting in a couple of
days, and 1 just thought if -- an update might be helpful
to us.

MR. KILLEBREW: 1 might recommend we can put it
on the agenda, Mr. Chairman --

MR. GILLIAM: Okay.

MR. KILLEBREW: -- but I may have not anything
to report. But if It"s on the agenda, then we can either
take it up or we can skip it.

MR. GILLIAM: Okay. That"s --

MR. KILLEBREW: So I think we®d like to put it
on the agenda.

MR. GILLIAM: Okay.

FEMALE VOICE: 1t"s posted today.

MR. KILLEBREW: Pardon me?
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MALE VOICE: 1It"s posted today.

MR. KILLEBREW: 1It"s posted today? So we can"t
put it on the agenda for --

FEMALE VOICE: We~"ll double check.

MR. KILLEBREW: We®"ll1 double check. We"ll try
to.

MALE VOICE: Because the agenda®s already --

MR. GILLIAM: Well, we can bring it up as a
question if not under some other outlet. So --

MALE VOICE: You will find a way?

MR. GILLIAM: Yes.

MR. KILLEBREW: Okay. 1I"m not a lawyer. So I
won"t object.

MR. GILLIAM: Okay. Well, I"m -- okay.

Anything else on this i1tem?

(Pause.)

MR. GILLIAM: If not, we"ll move to ltem Number
Five: "In accordance with 43 TAC 1.83, review and comment
on the final draft of proposed revisions to 43 TAC
regarding Transportation Development Credits.”

So who"s taking that one up, Bobby?

MR. KILLEBREW: Mr. Chairman, we had hoped to
have those rules for you today for the Committee to look
at. They are still in legal counsel. So our next

Petitioner to bring those rules before this Committee will
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be at your meeting on January 19.

MR. GILLIAM: Okay.

MR. KILLEBREW: So we"re shooting for that. As
far as | know, as Eric mentioned earlier, 1 believe the
Commission is still scheduled to consider those rules at

the end of this month.

By the way, that January meeting, 1 believe, is
in Conroe. It won"t be here iIn Austin, just so that you
all know that. And I don"t believe those -- and, also, 1

don"t believe those out-of-city meetings are broadcast on
the internet. It depends on the capabilities.

But as soon as | can get a copy that 1 can ship
to you all, we will ship those as much In advance as
possible.

MR. GILLIAM: Okay.

Any comments from any of the committee?

MS. OLIER: None from me. This is Vastene.

MR. GILLIAM: Okay.

MR. WILSON: 1It"s on the agenda for the 19th,
then 1 take 1t.

MR. KILLEBREW: Yes.

This 1s Bobby. 1t 1s on the agenda for the
19th.

MR. GILLIAM: Okay.

Well, we"l1l move to Iltem Number Six: "In
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accordance with 43 TAC, 183, review and comment on the
final draft of proposed revisions to 43 TAC regarding
state safety oversight of rail fixed guideway systems."

MR. KILLEBREW: This is Bobby again. That"s
also underneath my responsibility.

These rules have not moved as quickly as we
first anticipated; they are currently now in legal counsel
under review. We had hoped to present these to the
Commission this month.

Since that review period is taking longer than
anticipated, we will not be presenting these to the
Commission until the February Commission meeting, which is
in Austin. Likewise, these will be switched and moved
down to your January 19 meeting iIn anticipation that legal
counsel has finished their review by January 19. 1 will
also try to get these to you as soon as possible as soon
as we get the okay from legal counsel to release that
information.

MR. GILLIAM: Okay.

Any comments from any of the Committee members?

MS. MAYLE: Fred?

MR. GILLIAM: Yes.

MS. MAYLE: Will you check to see if Oscar®s on
the line?

MR. GILLIAM: Mayor Trevino?
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who wishes

(No response.)

MR. GILLIAM:

Mayor Trevino?

(No response.)

MR. GILLIAM:
MS. MAYLE:

MR. GILLIAM:

He"s not answering.
Okay. Thank you.
Okay -

Everyone else is still on. Right?

MS. OLIER:

MR. GILLIAM:

Bob?

Yes. This is Vastene.

Okay -

(No response.)

MR. GILLIAM:
MR. GEYER:
MR. GILLIAM:

And, Reba?

Bob?
Yes.

Okay.

(No response.)

MR. GILLIAM: Reba?

(Pause.)

MS. MAYLE: We"ve hit a dead spot.

MR. GILLIAM: Okay.

MALE VOICE: We still have six.

MR. GILLIAM: Do we have anyone from the public
to speak? 1 don"t have anything here.

(Pause.)
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that?

MR. GILLIAM: No.

39

We"l1l1 confirm the dates. The next meeting is

That®"s correct. And we have a ti

MS. MAYLE: 9:30.
MR. GILLIAM: Pardon?
MS. MAYLE: 9:30.

MR. GILLIAM: 9:30 on the 19th.

MS. OLIER: Yes.

MR. GEYER: Yes, sir.

me already

Everybody has

MR. GILLIAM: And the next one after that i1s?

MS. MAYLE: February 3.

MR. GILLIAM: February 3 at 9:307
MR. GEYER: Yes, sir.

MALE VOICE: February 17.

MR. GILLIAM: And February 17.
MALE VOICE: At 9:30.

MR. GILLIAM: At 9:30.

Does everybody have those dates?
MR. GEYER: Yes, sir.

MR. GILLIAM: Okay.

Then 1 guess you will send out ju

on those dates.

And the -- any discussion on upco
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MALE VOICE: We just discussed them.

MR. GILLIAM: I know. But I -- is there
anything else that needs to be added?

(Pause.)

MR. GILLIAM: If not --

MR. GEYER: Yes, sir. Bob Geyer.

MR. GILLIAM: Yes, Bob.

MR. GEYER: 1 sent an e-mail out sometime -- a
couple of weeks ago requesting discussion and action
regarding the utilization of TxDOT fueling facilities,
particularly propane, by providers. 1 found out that
TxDOT has all these propane sites all over the state. And
what a wonderful way for coordination to take place, since
that"s one of our big iIssues.

I was told by my friends at TxDOT that, if we
could, Postpone that for awhile. And I, of course, went
along with that, but I don"t want to postpone it forever.

I was wondering when we might discuss that and put that

on the agenda, because 1 would like that to be a topic for

discussion. |1 think it would be a big benefit out our
way, for sure, and, | think, iIn other areas of the state,
also.

MR. GILLIAM: Eric, do you want to respond?
MR. GLEASON: Yes, sSir.

I am -- this is Eric Gleason. Bob, two things.
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I think -- I know we"re going to touch briefly on it at
the semi-annual meeting on the Tirst of February. We"re
going to provide everyone there with an update of where we
are. But I would think that we"d be able to do something
in the later-in-February/early-in-March time frame.

I guess from my perspective, 1 really want to
have the Committee have the time to stay focused on the
development of the formula rules. And so 1 was interested
in —— if you could, you know, wait a bit on that, that
would be best from my perspective, but, obviously, I would
defer to the wishes of the Committee.

MR. GILLIAM: Bob, is that acceptable to you?

MR. GEYER: Well, I"m not -- I mean I guess I™m
capable of thinking of two things at once.

MR. GLEASON: Okay.

MR. GEYER: 1 hate to put it off for too long.

I mean, you know --

MR. GLEASON: That"s fine, Bob. It was just --

MR. GEYER: And maybe -- well, if you have --
iT we could have it at the March meeting, that would be
fine. So can we have It on the March meeting?

MR. GLEASON: Oh, yes.

MR. GEYER: That date hasn®"t been set yet,
though. Are we going to have a March meeting, or are we

going to -- how far are we -- has that been decided yet?
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MR. GILLIAM: 1 don"t think it has.

Have we -- do we have our March --

Bobby, you wanted to comment on something?

MR. KILLEBREW: This s Bobby.

Because some of our rules that the Commission
will be considering, namely the rail safety rules, are
sliding a month, I believe we will have to have a meeting
sometime in March prior to the March Commission meeting --
again, depending on when the rules go forward, so the PTAC
as an advisory committee can have a chance to review
those rules again.

MR. GEYER: Okay.

So, Eric, I would like to request then if we
would put it on the agenda for, hopefully, the March
meeting, whenever that is.

MR. GLEASON: That"s up to you guys, Bob. I™m
fine with March.

MR. GEYER: Well, Mr. Chair, whatever it takes
to get it on the March meeting, | would like to --

MR. GILLIAM: Okay.

MR. GEYER: -- push that one more time.

MR. GILLIAM: The indication I"m getting here,
Bob, is that it will be on the March meeting.

MR. GEYER: Okay. Thank you, sir.

MR. GILLIAM: All right.
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Anything else?

(Pause.)

MR. GILLIAM: I understand the next item may
take a few moments. Do you want to take a quick break?

VOICES: Yes.

MR. GILLIAM: And let"s see. It looks like
eight minutes -- we"ll be back by -- at 10:30. So does
everyone have that? That"s eight minutes. Okay?

(Whereupon, a short recess was taken.)

MR. GILLIAM: Okay. It"s 10:30, and we"ll call
the meeting back to order.

MS. OLIER: Hello.

MR. GILLIAM: Yes. Can we get a roll call from
the ones that"s on the phone?

MS. OLIER: This is Vastene Olier.

MR. GILLIAM: Vastene? Okay.

MR. GEYER: Bob Geyer®s still here.

MR. GILLIAM: Bob.

Reba?

MS. MALONE: Yes.

MR. GILLIAM: Is that you, Mayor Trevino?

MR. TREVINO: Yes, It is.

MR. GILLIAM: Okay. So we"ve got the four on
the phone and the four here, Vinsen, Donna, John and

myself. So okay.
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So Item Number Ten is the facilitated workshop
by TTI regarding funding formula and performance measures.
So, Linda, you"ll introduce yourself?

MS. CHERRINGTON: Okay. Yes.

Good morning. I"m Linda Cherrington, with
Texas Transportation Institute -- and Jeff Arndt with
Texas Transportation Institute -- we"ll be switching back

and forth on different sections.
Let me do a sound check with you folks on the

phone. How is my voice carrying?

MS. MALONE: This is Reba. 1 can hear you.
Vastene --
MR. TREVINO: This is Oscar. |1 can hear you.

MS. CHERRINGTON: Good.

MS. OLIER: Things are coming through loud and

clear.

MS. CHERRINGTON: Bob, that leaves you.

MR. GEYER: I said yes. |1 guess you didn"t
hear me.

MS. CHERRINGTON: Oh. Yes. Thank you.

MR. GEYER: Okay.

MS. CHERRINGTON: 1 didn"t get your sound
check.

MR. GEYER: That"s right.

MS. CHERRINGTON: Thank you, everyone, very
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much. We would like -- we are going to be advancing
through the presentation that was sent to you by e-mail
last Thursday evening, and those here have hard copies iIn
front of them.

Just for -- just to help me know how many may
not be able to see the slides, Reba, you"re driving. Is
that correct?

MS. MALONE: That"s correct. And I did not get
the -- my computer was -- modem was down, so | didn"t get
anything. So i1f you could, just mail me whatever, because
I*m going to be out of town all week. Then I*1l1 look at
it when 1 get back. 1°d like to have it with my records.

MS. CHERRINGTON: We will. And we®"ll try to do
our best to be descriptive as we go through the material.

Is there anyone else who does not have either
in front of them or has not reviewed the handout?

(Pause.)

MS. CHERRINGTON: Okay. Reba, if at any point
it becomes confusing because you can"t see the reference,
just speak up, please, and we"ll describe i1t more clearly.

MS. MALONE: Okay.

MS. CHERRINGTON: First of all, I wanted to
kind of highlight for you all the results of the
workshops. For those that participated, you know, that we

did conduct each of the three workshops as we scheduled.
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And we were very fortunate that we were able to include
eight of the eleven PTAC members in those workshops.

We also met with Vastene last Thursday in one
on one with her and went through all of the workshop
material. So that includes nine of the participants of
the PTAC.

Each of the workshops was very similar in that
we went through all of the material. We were very
fortunate that we were able to complete our reviews iIn
each session. We had, obviously, some different
conversations; on the other hand, there was a lot of
similarity. Because we were covering so much material, we
got to highlight the same things with everyone, and we
were pleased about that.

Probably the area of discussion that is most
significant and varied from group to group was relative to
the goals and strategies, which we®"ll be discussing iIn
just a few minutes.

So are there any other questions about the
workshops or any comments that anyone wants to have about
the workshops in December?

(Pause.)

MS. CHERRINGTON: Okay. Obviously, the work
we"re going to cover today is a direct next step from the

workshops.
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Our schedule for today is that -- we wanted to
highlight kind of the agenda that we"ll be going through
not only today but the next three meetings. We are going
to present the results of comments on the mission and
goals -- and, hopefully, we"ll reach consensus on those,
because they lead us to an analysis of the current funding
formula and how we got there -- performance indicators
that are consistent with those goals, and then we"ll be
talking about funding scenarios for additional analysis.

One of the things that I wanted to comment on
about our objective today is that this is the opportunity
to get anything and everything on the table. This is --
we want -- we"ve got some ideas that we"d like to
highlight that came out of the workshop discussions and
our own analysis of the formula, but this is an
opportunity so that we can make sure that we"ve i1dentified
all the subject matter that we need to investigate
further.

And that takes us to Slide 3, and that is the
agendas for the next meetings. We will be going through
the formula now and some funding scenarios that you~ll
want to take a look at today.

January 19, we"ll be bringing back to you the
results of those analyses. Where we"re doing tests or

sensitivity tests, we"re going to bring that back and
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present that to you on the 19th. Hopefully, that will
address some questions or ideas and we"ll be able to
narrow the scenarios or the options we"re looking at.

We"l1l come back on February 3 to present the
final bit of analysis; we hope at that point to come to
some consensus with regard to recommendations on the
funding formula and any other items that may have come up
for discussion during that period of time. And then our
goal is, on February 17, to be able to actually review
language for proposed rulemaking, which then, of course,
goes before the Commission and then to public review.

I will also mention to you that we have
scheduled on January 27, a Friday, in the morning a
videoteleconference with the -- each of the district
offices In which providers from around the state can come.
And we"ll have a chance to review some of the material,
particularly some of the material we"re looking at today,

but, also, from the outcomes of our discussions on the

19th.

I will also mention to you that now already
operating -- if you go to the PTN page in the web site
for -- excuse me. Go to TxDOT"s web site. Go to the

public transportation division page. Scroll down to where
it discusses PTAC. At PTAC, you can click on one of the

connections, and it will go directly to a link with the
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entire work book, online and available for anyone who
might want to review that.

So all of the material that you covered in the
material for the workshops is on that web site. And with
you-all®s approval, after today®"s meeting and any
adjustments we need to make -- or corrections, 1°d like to
post this material to that same web site so that, for
anyone in the public and the community that would like to
keep up with the progression of our discussions, it will
be there and available. And that is actually posted on
the web site of TTl with a link back to the -- to your
page on the PTN.

Are there any problems?

Yes?

MR. WILSON: Do you have a time for the January
27 videoconference?

MS. CHERRINGTON: Not yet.

MR. WILSON: Okay.

MS. CHERRINGTON: 1It"s in the morning.

MR. WILSON: Okay.

MS. CHERRINGTON: Does anybody have any concern
about posting materials for the web site for access
through your web page?

(Pause.)

MS. CHERRINGTON: Okay.-
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MR. GILLIAM: Anybody?

(Pause.)

MS. CHERRINGTON: At the end of the four-
meeting process, we hope that we have indeed defined
objectives for funding for the PTAC decisions; in fact, we
hope we get to that today. We want to have good
discussion, particularly emphasized in the next -- today®s
meeting and the next two.

We"ve already developed a tool to be analyzing
and be able to run different funding scenarios and have a
successful outcome at the end of the -- February for
proposed rulemaking.

I*m going to move now to Screen 5, which is
kind of segueing into our next section of this
presentation, which I"m going to turn over to Jeff Arndt.

We"re going to be discussing the PTAC mission and goals,
and what we would like to accomplish in this section is to
reach a consensus on the PTAC mission and the goals and
strategies for funding public transportation in Texas.

And 1711 turn that over to Jeff.

MR. ARNDT: AIll right. We"ll go to --

FEMALE VOICE: Could you speak up, Jeff?

MR. ARNDT: I"m sorry. 1 need to speak up.

MS. CHERRINGTON: Do a sound check.

MR. ARNDT: Folks on the phone, can you hear me
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all right?

MS. MALONE: Yes.

MR. GEYER: Yes.

MR. ARNDT: I heard two yeses.

MR. TREVINO: Yes. 1 can hear you.

MR. ARNDT: Okay. We are going to be on Slide
Number Six.

Throughout this presentation, we"ll have pages
that are called observation pages. And those are simply
facts or perspectives that TTl has drawn. And I"m going
to start -- usually we"ll have observations at the end of
a section, but because we"ve already had two sessions that
involve those, the mission and goals, I"m going to start
with observations gleaned from the workshops.

First of all, in looking at the mission and
goals, all three workshop groups concurred with the basic
set of goals and strategies as we had laid them out in the
meeting here back in, 1 guess, early December.

But, interestingly, all three groups also re-
ordered those goals iIn the same set of priority order, and
all three groups did that unprompted. Someone in the
group said, You know, what; if 1 look at these three
goals, 1 really think they should be numbered one, two and
three. All three of the groups independently numbered the

three sets of goals in the very same order.
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I think there"s a common understanding that
these goals are complimentary and that no one of them can
stand individually alone, that it takes all three of them
in combination to fully express the mission of PTAC. And
each group did contribute, 1 think, some very good
refinement and focus to the language, as we will go
through.

There i1s one issue that varied -- really only
one issue ultimately that varied by section, and that had
to do with the responsibility for fiscal -- the
requirement -- I"m sorry -- for fiscal responsibility. |1
think that all three groups recognized that as a
requirement, and it was pretty much more where and exactly
how that was expressed, aligned with which specific
statement or where iIn that statement that that phrase
would occur.

And so actually that one concept was really
expressed differently in all three groups. That was the
only concept, 1 think, in which there was much divergence.

And really the principle i1tself was embraced by all three
groups. So what I"ve done is -- I"ve synthesized these
changes 1Into an updated draft.

Now, the draft mission statement has been
changed. 1t was a rather long, run-on, if you will, in

the first version. And Fred says, You know, 1°ve never
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seen a mission statement that makes it through untouched.
And this one didn"t, either.

(Laughter.)

MR. ARNDT: But I think this was an
improvement. It was really -- it says what the mission
statement that all of you looked at before says, but it
really separates it into two phrases. One is, "The
mission of PTAC is to improve delivery of public
transportation services in Texas,'" period, and that is
done i1n order to really simplify that mission into
something that"s fairly easy to bring to mind.

But the mission statement also deals with
exactly, you know, In doing that, what is PTAC"s specific
vehicle, 1T you will. And so the second phrase, the
second portion: "To accomplish this mission, PTAC will
provide guidance and recommendations to the Texas
Transportation Commission and the Texas Department of
Transportation (through the Public Transportation
Division) regarding public transportation needs, policies
and procedures."

A lot of that is pretty much drawn from the
statute and the rules. Okay?

Any comments on the mission statement itself?

(Pause.)

MR. ARNDT: Okay.-
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MR. GILLIAM: Did everyone on the phone hear
the question?

MR. TREVINO: Yes.

MR. GILLIAM: Okay.

Keep going.

MR. ARNDT: Okay.

The three goals. And I"ve put them here in the
same priority order that each of the three workshop groups
did. The first is, "To improve access to public
transportation In Texas In a Fiscally responsible manner.™

The second: ™"To improve the effectiveness and
efficiency” --

Donna, we didn"t put, "And/or,"™ here, which is
good --

-- "of public transportation services.” And,
third: "To improve cooperation and coordination of
services."

Now, we talked about each of those

individually. So let"s flip to the next one. Let"s talk

about Goal Number One, which everyone moved -- all three
groups. This was originally -- 1 believe the third goal
became the first. "To Improve access to public

transportation in Texas in a fiscally responsible manner."
And there were four strategies associated with

tat. One: "To support transit to provide basic mobility
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for dependent populations in all counties using obtainable
resources.”™ Number Two: ™To provide incentives for local
investment to support public transportation.”

Number Three: "To encourage service
enhancements to support economic opportunity, job access,
cleaner air and congestion mitigation by encouraging
transit as a mode of choice. Number Four: "To improve
awareness of the availability of services to increase the
utilization of transit.”

Now, we have incorporated -- and this is a
change from the version that we all started with -- this
concept of expansion of service in a fTiscally responsible
manner in Goal Number Two -- Number One. 1"m sorry. Goal
Number Two talks about elements of fiscal responsibility,
but Goal Number One is basically saying that you want to
provide access to people or -- to everyone iIn Texas, but
you"re going to provide that in a way that reflects fiscal
responsibility.

Let"s talk about Goal Number One. Any comments
on Goal Number One?

(Pause.)

MR. ARNDT: Goal Number Two is, "To improve the
effectiveness and efficiency of public transportation
services."” First is to recommend state funding formulae

that reward efficiency and/or effectiveness.
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11l say right now that Donna brought up the
point to me during the break that the, "And/or,' should
all be, "And,”™ and not, "And/or." 1t shouldn®"t be a
choice. You want to improve, reward efficiency and
effectiveness.

Number Two: '‘Recommend changes to current
policies that will result in improved efficiency,
effectiveness and utilization.”

Number Three: '"Recommended enhancements to
processes used to obtain and verify performance data.” |
think we said earlier that that®s important when you“re
going to start looking at formulas that use that data.

And Number Four: "Recommend programming of
capital investments to support managing assets, such as
vehicles and facilities, for enhanced utilization, safety
and reliability.” 1 think that was an improvement in the
language In Number Four.

Any comments on Goal Number Two?

MS. MALONE: This is Reba. And I agree with
Donna in that we need to leave the word, "Or," out.

MR. ARNDT: Thank you.

Any other comments?

(Pause.)

MR. ARNDT: Okay. Goal Number Three is, "To

improve cooperation and coordination of services."
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Number One: "Recommend state funding formulae
that reward coordination of services.'” Number Two:
"Support changes to legislative and administrative codes
to resolve barriers or remove constraints to the
coordination of services.” And Number Three: "Ensure
implementation of the recommendations from the Regional
Services Planning initiative to coordinate public
transportation services."

The third one, I think, was greatly simplified
from the draft that we put out earlier. And 1 think It is
a far more direct and impactful statement as far as what
your strategy would be.

Any comments on Goal Number Three?

MS. HALSTEAD: A question.

MR. ARNDT: Yes, a question?

MS. HALSTEAD: This is Donna.

Can you give me an idea of how one measures
coordination services such that we can reward It as a
portion of the formula?

MR. ARNDT: 1 think that -- and we talked about
this in at least some of the workshops. Coordination of
services i1s a tool to an end. You don"t coordinate
services just because you want to; it"s because you want
to make better use of the resources.

So to the extent that you adopt performance
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indicators that would reflect effective and efficient use
of resources -- so you"re talking about cost per
passenger, for example, or cost per mile -- then the
outcomes of coordination or other efforts, for that
matter, are going to be reflected in your formula.

The second thing iIs that in your entire funding
structure -- and we saw this in some of the other
states -- coordination is also encouraged from a funding
side through the creation of discretionary funds that are
oriented at providing targeted seed money for capital
projects, for example, providing scheduling systems for
rural providers, for seed money for actual projects.

So 1 think both through the selection of your
performance indicators and the computational side of your
process, and through the opportunity to encourage
coordination through whatever method iIn your discretionary
side of your funding side, you can help set up funding
that encourages coordination.

MR. WILSON: One of the things that we have
done in the past is to call local funds divided by per
operating -- how much in a percent of the local funds
operating expense. What that is Is a direct -- we"re
talking about all local contributions from contracts and
everything else.

And that iIn itself encourages local investment
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coordination, and that -- because a lot of people have
Medicaid contracts and a lot of people have other types of
contracts and this is coordination with other agencies.
And 1 think this is one that we can really use to
strengthen the coordination.

MS. HALSTEAD: Well, I just --

MR. GEYER: 1 can"t hear real well.

MS. HALSTEAD: |1 just wonder how we develop the
metrics for that particular piece of it, because 1 --

MS. CHERRINGTON: Can we come back? When we
get to the metrics --

MS. HALSTEAD: Yes.

MS. CHERRINGTON: We"ll make a point to come
back and address that specifically back to, How do these
relate to coordination.

MS. HALSTEAD: Thank you.

MR. ARNDT: Any other comments on Goal Number
Three?

(Pause.)

MR. ARNDT: All right. Very good.

MS. CHERRINGTON: Then do we have consensus
then, Mr. Chairman?

MR. GILLIAM: 1I"m assuming we do, but I*1l --

Is there any opposition to, or do we have

consensus on the three goals?
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MR. TREVINO: You do on my part. This is
Oscar.

MR. GILLIAM: Okay.

MS. MALONE: This is Reba. And I'm totally in
favor of the way they"ve been presented.

MR. GILLIAM: Great.

Vastene?

(No response.)

MR. GILLIAM: Bob?

MR. GEYER: This is Bob. They"re fine with me,

yes, sir.

MR. GILLIAM: Okay.

And, Vastene?

(No response.)

MR. GILLIAM: Okay.

MS. CHERRINGTON: 1I*m afraid we"ve lost
Vastene.

MR. GILLIAM: Yes.

Everybody else --

MR. WILSON: We are going to change the,
"And/or," to, "And." And then I think we"ll be there.

MR. GILLIAM: Okay. All right.

MR. ARNDT: Thank you very much. We are now
going to turn it back over to Linda, who is going to talk

about the current funding formula.
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MS. CHERRINGTON: 1°m going to be beginning on
Slide 12. Our purpose for going through the current
funding formula is because a year has passed and we know
that recollecting the discussions and the decisions and
how they*ve been employed for the current funding formula
IS a good way to get a sound basis for where we go as to
how we might change it.

So we"re going to highlight some facts with
regard to the current funding formula and some history for
your recollection. And if there®s any part of this that
we have recollected incorrectly, please let us know.

First of all, I"m looking at Slide 13. And I
wanted to make -- to highlight the difference between the
statutory requirements that were set by the legislature
that you must abide by and the Administrative Code
requirements that reflect what were -- decisions were
recommended by PTAC and adopted by the Commission. Okay?

So in taking a look at statutory provisions,
they are all covered under Chapter 456 in the
Transportation Code, and, really, they“re pretty simple.
There are three major points. The most important is the
third one. Adopting rules about funding is delegated now
to the Commission. That"s the most important aspect.
Secondly, it defines the recipients and makes certain

definitions for the use of funds which I"m going to
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highlight.

Going to Slide 14, the first 1tem we want to
identify is: '"Designated recipient” is defined under this
portion of the statute. And i1t basically says anyone who
receives federal grant funds is a designhated recipient.
It"s simple enough.

Then, 1f you go to the next provision, it
defines a transit authority. And we"ll come back to how
that comes into play, but it says that a transit authority
iIs a municipality or metropolitan or regional authority in
an urbanized area of over 200,000 with a local sales tax.
And 1°ve listed for you what those transit authorities
are.

Then the next provision is what that right --
that matters. It defines ineligibility of all designhated
recipients. Those that are a transit authority are
ineligible unless the population is less than 200,000.

And that does include Laredo.

Are there any questions about that? So
basically what we*"ve done is -- everyone iIs a desighated
recipient, but transit authorities are not eligible unless
you“re Laredo.

MR. WILSON: Number Two then would be -- Laredo
shouldn®t be listed there under Bullet Point Number Two?

It should just be San Antonio, Houston, Dallas, Fort
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Worth, Austin, Corpus Christi, EI Paso and Denton County?

MS. CHERRINGTON: You"re correct.

MR. WILSON: Okay.

MS. CHERRINGTON: Thank you.

MR. ARNDT: Laredo is a transit authority.

MS. CHERRINGTON: It"s not over 200,000.

MR. ARNDT: Oh. Yes. 1 --

MS. CHERRINGTON: If you could, take that out,
Jeff.

MR. ARNDT: You“re right.

MS. CHERRINGTON: Or I can do it when I get
back.

Okay. Yes. That"s correct. This is -- In our
anecdotal edition, we had listed Laredo under the second
point, but it"s under 200,000, so it shouldn®t have been
listed there. 1t i1s a transit authority under the
definition, but it"s not the population. Okay?

MS. HALSTEAD: Does i1t have the sales tax?

MS. CHERRINGTON: It does have a local sales
tax.

MALE VOICE: It does?

MS. CHERRINGTON: It has a quarter of a penny.

El Paso and Laredo are both municipal transit
authorities. So they are actually departments of city

government, and theilr service area is limited to city
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limits. And they each have a sales tax.

Okay. Then, going to the next page, this is
the provision of Chapter 456 that relates to the
limitations on the use of funds. And this is the language
that calls out specific provisions that apply to the --
what i1s commonly known as enclave cities. Okay?

The language reads, '‘Designated recipients not
included In a transit authority but located in an
urbanized area that includes one or more transit
authorities and that received state transit funding during
the biennium ending August 31, 1997." There are four
recipients who meet that definition, and they are
Arlington, NETS, Grand Prairie and Mesquite. And the
enclave i1s because they"re entirely surrounded by transit
authorities, but they themselves are not part of the
authorities.

And with regard to these four communities,
Chapter 456 in the statute limits the formula or
discretionary funding at no more than the "96-"97
biennium. It establishes the use of those funds, and
under the use of those state funds, there are three
provisions, but, basically, they require effectively a
limit on the portion of the state monies that are used and
requires a local match.

So the state funds can be matched for 65
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percent of the local share, meaning another 35 percent has
to come from local government, for capital or planning, 50
percent for operating and 50 percent if a project is
approved by the Commission with all local and state money.
So we wanted to emphasize to you that this is still iIn
the statute.

Any questions?

MS. MALONE: 1 hate to interrupt. This is
Reba, and I"m where 1 need to be leaving. And I°1l catch
up with somebody later and get the rest of the
information. [I1"m sorry 1 have to miss it.

MS. CHERRINGTON: Thank you for letting us

know.

MS. MALONE: Okay.

MR. GILLIAM: Thank you, Reba.

MS. MALONE: Goodbye.

MS. MAYLE: We"ll make sure we send her a
report.

MR. GILLIAM: Let"s see. Bob and Vastene --

MS. MAYLE: And Oscar.

MR. GILLIAM: -- and Mayor Trevino, are you
still there?

MR. GEYER: Yes.

MS. OLIER: 1"m still here.

MR. GILLIAM: So everybody®s still there?
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MR. TREVINO: Yes. I™"m still here.

MR. GILLIAM: Okay. We just need to make sure
we still have a quorum.

MR. TREVINO: Yes.

MR. WILSON: 1 just want to make a comment
about this particular slide. First of all, 1 was involved
in the 1997 that came up with these suggestions. This was
applied to all small cities prior to August 31, 1997. In
other words, we did not -- we had matching provisions for
all of our funding prior to that. Prior to 1989, we did
not have state operating assistance.

But at this point iIn time, It was a compromise
with the state legislature that -- they wanted to restrict
the rolling of those systems that were already in the
Dallas/Fort Worth metroplex. And this was one of the
things that we agreed with the legislature to put as to
hold 1t down. So I"m just telling you this was a
compromise with the state legislature at that time, and I
was involved in this legislation.

MS. CHERRINGTON: Donna?

MS. HALSTEAD: That first sentence -- does it
both cap and establish a required funding level --

MS. CHERRINGTON: It does not.

MS. HALSTEAD: -- Tor those cities?

MS_. CHERRINGTON: It does not. It limits the
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amount that could be --

MS. HALSTEAD: It caps it?

MS. CHERRINGTON: Yes.

MS. HALSTEAD: Have we been -- 1 thought the
formula we used showed a significant increase for several
of these cities.

MR. WILSON: 1t --

MS. CHERRINGTON: Okay.

MR. WILSON: It does. But the reason why it
went up 1S because we have received state cuts in funding
since "97.

MS. CHERRINGTON: Yes.

Let me ask everyone at this point to turn to
the additional page that was sent this morning and that is

on your desks in front of you.

And Ginnie, could you show 1t? 1 can"t find
one -- oh. Never mind. 1It"s just now coming around. 1
apologize.

(Pause.)

MR. WILSON: While 1t"s coming around, 1°d also
like to ask --

Mayor Trevino, do you all receive Section --
the consolidated incorporation of operating assistance?
MR. TREVINO: I couldn®t answer that. 1 don"t

know.
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MS. CHERRINGTON: 1 can answer that.

MR. WILSON: Okay.

Linda can answer it, Mayor.

MS. CHERRINGTON: We"re speaking of state funds
here. For you-all"s information, there®s another aspect
of the legislation that applies to these four enclave
cities.

In federal law and in congressional action,
there i1s a provision that permits a -- the use of 5307
formula monies that are sent to the urbanized areas -- iIn
this case, Dallas/Fort Worth -- to be used for operating
assistance for these -- for the systems that operate only
seniors and disabled transportation and are under 25
vehicles.

Now, that®"s not more money. It"s not different
money. It says that the -- iIn the urbanized area of
Dallas/Fort Worth/Arlington, of the 5307 formula monies
that come iInto that area, those formula monies that are
allocated to these four communities can be used for
operating assistance. It"s an exception to use; iIt"s no
different money. Does that make sense?

MR. WILSON: There are some other rules that
apply. They can only have -- besides the 25 vehicles,
they can only operate for the elderly and disabled

populations. In other words, they cannot use it for
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general transit use. And I did not know that, and 1™m
glad we"re -- Linda brought that to our attention at our
last meeting at the work shop.

And so that did open my eyes about that. |
didn"t -- I was under the impression that they could do it
all. So they are limited on what they can actually
operate once they receive these federal funds. And all --

MS. CHERRINGTON: |If they"re going to open --

I"m sorry. Go ahead.

MR. WILSON: And all four of these cities, it"s
my understanding, receive these federal funds.

MS. CHERRINGTON: All four of these cities do
receive the federal dollars through the NCT COG, the MPO.

These funds are allocated through the MPO
process, and so they"re distributed locally. Again, the
only special feature i1s that they can use them for
operating assistance as long as they meet the requirements
of seniors®™ and disabled transportation only, and under 25
vehicles. |If they were to expand beyond that or if they
were to open up to general population, they"ll no longer
be eligible for operating assistance.

MR. TREVINO: And the NETS system is actually
comprised of eight or nine cities.

MS. CHERRINGTON: Correct.

MR. TREVINO: 1It"s a system within a bunch of
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cities.

MS. CHERRINGTON: Yes. The NETS includes North
Richland Hills, Grapevine, Haltom City, Hurst, Bedford,
Euless, Colleyville -- no. Colleyville®s no longer in
there.

MR. TREVINO: Correct.

MS. CHERRINGTON: Okay.

Now, in your handout that you just received --
and those of you on the phone may have received your e-
mails this morning. But it is an illustration of the
state funding that has gone to each of these enclave
cities in the past ten years, from 1996 to 2006.

Now, I might -- I need to emphasize to you that
some of these are biennium numbers which we divided by two
because we didn®"t have the annual number, and some are
actual annual numbers. And the notations include that.

You will see that the maximum biennium amount
was established in 1996/97. There®s a table at the bottom
that shows you how much was received in that biennium by
each of the four cities and the total of the four.

For illustration, we said, What would 50
percent be if that was evenly distributed per year; that"s
not the way it"s always done, but that shows you what it
would be. And then we compared that to the state funding

allocated by your current formula for 2006.
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And you will see that the city -- the NETS,
Mesquite and Grand Prairie have not In any one year
exceeded the equivalent of 50 percent of the biennium in
"96/797 since the change -- since "96. You will see that
Arlington has one year reached that maximum, but not for
the biennium, and just recently neared its maximum. NETS
is at its maximum, as well.

So these -- 1 just want to share with you
all -- these are the facts and the numbers that go along
with your discussion with regard to the enclave cities.
And we"ve now talked about both -- the federal money, and
we"ve now talked about the state allocation.

Is there any comment or question?

MS. HALSTEAD: Do any of these agencies operate
any more than 25 vehicles?

MS. CHERRINGTON: They do not.

MR. GILLIAM: No.

MS. CHERRINGTON: Arlington operates a
significant share of service through taxi services, but
they do not own more than the limit on vehicles. The
other systems are quite small. And, of course, the NETS
service 1Is a coordinated service operated by Red Cross
under the auspices of the TEA. So they are coordinating
to provide their service -- quite extensively.

MR. GILLIAM: Any questions or comments from
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those on the phone?

(No response.)

MR. GILLIAM: Okay. Proceed.

MS. CHERRINGTON: Okay.

And 1"m moving to page 16 in the primary
handout. And this is just a synopsis of what"s in the
Administrative Code, and 1 think it suffices to say that
it -- we highlighted the statute, and everything else is
administrative. And that means that it has been approved
by the Commission, and we"re going to review with you in
just a moment what PTAC recommended to the Commission and
the final action.

But the Administrative Code defines the 35/65
split between urban and rural. 1t lays out the formula
for your distribution. It sets the same limitations as we
just reviewed, of course, because it"s statutory, for the
enclave cities. It lays out a transition process,
designates the use of discretionary funds, specifies
adjustments if service areas change and provides that
unobligated and returned fund go back in the discretionary
program.

On page 17, we highlight that there are three
methodologies that have been developed by PTN staff in
order to implement the formula recommendations. These are

not laid out in the Administrative Code, but they reflect
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the Administrative Code.

And that 1s: A method for adjusting the
performance criteria for cities over 200,000; a method for
adjusting the allocations so that you can employ the
change in allocation for a negative 10-percent base -- and
111 illustrate that in a moment; that methodology has
been developed at the staff level -- and; a methodology to
adjust the allocation when service areas change.

So these three are implied by the
Administrative Code, but the actual process has been
developed as -- by the staff.

Okay. Then, going to page 18 iIn the
presentation -- and 1"m going to turn this back over to
Jeff. We"re going to highlight for you that from 2004
through this time -- excuse me -- through May 26, 2005, as
a recollection of the discussions of PTAC before the
Commission.

MR. ARNDT: And we"re going to actually talk
from the pieces of paper that follow, because the print
would be rather small to read from up there. So if you
will, flip to the next page, because we"ll start talking
from the table.

And these are tables that take a look at the
urban and then the rural and then the transitional

elements of the formula, and they look at the history from
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2004 to 2005 at -- in four different time points.

So first of all, i1t looks at where the process
started after the Commission adopted a formula back iIn
June of 2004, looks at what changes were proposed or what
the formula was proposed at the time when rulemaking
was -- proposed rules were issued iIn March of 2005. It
looks at PTAC"s recommendation on those proposed rules
that were made at the meeting on May 20, 2005. And then
it looks at what actions the Commission took six days
later, May 26, 2005. It looks across all those elements.

1"d like to try and kind of go quickly through
this, because it"s just for background, i1f nothing more,
and kind of give you an overall perspective on what
happened. So it we start on the urban page -- and I™m
going to read from left to right. [I"m almost dyslexic
here -- left to right. And I"m going to do it by cell.
So we"re going to be reading this slowly down, up and
across the page.

So let"s look first at urban/rural split. The
formula back in 2004 was a formula-based split. And it
was to divide the urban and rural funds based upon
relative proportion of urban and rural population at a 75-
percent weight and land area at a 25-percent rate. So,
obviously, over time, that split could change, although,

for example, population is only really measured every ten
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years.

So that -- when the proposed rules went out the
following spring, that split became a fixed 35-percent
urban/65-percent rural split. And numerically, that split
is essentially equivalent to what the formula would have
given you at that time. So i1t"s just simplifying it
language wise. That split remained unchanged through the
set of rules.

Then, looking at the needs split versus
performance, what portion of the formula for urban
systems -- now we"re going to talk about urban systems --
goes to needs versus performance. The formula iIn June
2004 was an 8/20 split.

At proposed rulemaking, there are no
recommended changes. PTAC had recommended that that split
start moving toward the eventual 50/50 split that had been
mentioned in the past. So PTAC had recommended a 70/30
split, but the Commission had adopted an 80/20 split. So
they maintained the split that had existed prior.

There®s a sub-note on this table, and 1t --
which says, "PTAC recommendation was not adopted by the
Commission,"™ because there was a feeling that there would
be a disproportionate impact In too short a time by
subrecipients that were negatively affected. And I™m

going to talk at the end about those things that weren®t
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adopted and kind of go over them more.

MR. GILLIAM: Jeff, can 1 just ask a question?

My recollection of that was that because we -- through
the rulemaking process, whatever -- in the public
hearing -- because it was not identified on -- as the

70/30, the reason the Commission didn"t adopt 1t was it
was not sufficient input and -- from the community, if you
will. So that®"s just --

MR. ARNDT: That"s --

MS. CHERRINGTON: That may have been a
consideration, but this is the language in the record.

MR. GILLIAM: Okay. I"m just saying the
feedback we got was --

MR. ARNDT: Right.

MR. GILLIAM: Okay. That"s fine.

MR. WILSON: It wasn"t in the Federal

Register --
MR. GILLIAM: Either way, i1t was not adopted.
MR. ARNDT: And, Fred, since you bring that up,
I mean what that tends to do is, | think, also emphasize

the importance of this effort we"re going through now,
because when you issue or -- when you propose, 1 should
say, the proposed rules, it"s iImportant that they reflect
as fully as possible what you would like, because there 1is

some limitation between a proposed rule and the final rule
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as to the amount of changes.

You know, they“"re really now in at the front
end recognizing that. So I"m glad you brought that up.

MR. WILSON: 1 think that"s a very good point,
Jeff.

This i1s John Wilson. | think that"s very
important to realize that whatever we make, it"s
probably -- what"s going to happen if we -- if It"s
something that will go through the rulemaking process, it
has a much better chance than 1f we wait until after the
rulemaking process like we did last time.

MR. GILLIAM: Right.

MR. WILSON: So I think that it"s very
important that we get this right the first time.

MR. GILLIAM: Okay.

MR. ARNDT: Looking at what was defined as
needs, In the urban area, at 100 percent based on
population of the urbanized area using the most recent
census, there has been no change to that definition across
that year.

In looking at the performance factors, the
formula back in June of 2004 had four performance factors.
Moving into the proposed rule, one of those performance

factors, revenue vehicle miles operated, was simply

removed. It was removed from the proposed rules. PTAC
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endorsed that removal, and the Commission -- obviously, it
was not in the rules.

There was a factor, local funds per capita,
proposed to be changed to local funds per operating
expense; PTAC endorsed that. That went through.

Thirdly, operating expense per mile inverted
compared to the prior year. The original rule did not
change that. PTAC came back and recommended that rather
than comparing a system to its prior year, systems be
compared to themselves; i1t would be an internal system
comparison. That was adopted by the Commission.

The fourth factor, ridership per capita
compared to the prior year -- so, again, within a
system -- was recommended at proposed rulemaking to be
ridership per capita compared across the system. PTAC
didn"t comment on that, and that, too, went through as
ridership per capita compared to all urban systems.

So we came down to three factors in effect, and
they became system-wide considerations.

The other factors at the bottom. With the
proposed rulemaking in March of 2005, the 199,999
population cap for use iIn both the needs and performance
evaluation was introduced and carried through. And
finally, PTAC on May 20 made a recommendation related to

local match and local share -- not adopted by the
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Commission.

Any questions on any of that?

(Pause.)

MR. ARNDT: Anyone on the phone, any questions?

MR. TREVINO: Not here.

MR. ARNDT: Okay.

We"l1l turn now to the rural page. Start off on
the rural page -- rural systems from the start in 2004.

The rural formula was to be used for both the state and
the federal dollars. No change in the proposed rules.

PTAC had recommended that -- holding state
funds constant at 2002 levels and applying formula to
additional dollars on the formula -- on the federal side.

And the Commission did not adopt that change but
maintained the prior rule, which was that the formula
would factor through both state and federal dollars.

The needs/performance split: 80/20. No change
there. The needs factor: 75 percent population/25
percent land area. No change there.

Four indicators. The one that was deleted from
the urban side related to vehicle miles operated was
removed on the rural side, as well. Local funds per
capita became local funds per operating expense at PTAC"s
recommendation.

I should note that in the proposed rulemaking
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there were no changes recommended in March to any of the
indicators, but PTAC did make recommendations for -- that
the local funds for operating expense for the operating
expense per mile compared across all systems and the
operating expense per passenger compared across all
systems be inserted. And those were the three that were
adopted by the Commission.

Any questions on any of those?

(Pause.)

MR. ARNDT: In looking at transition factors,
the original rural had a limitation of 10 percent down and
a cap on 20 percent up. The proposed rules maintained the
10 percent down but removed the 20 percent up. There was
no longer an up-side cap. And that was carried through to
the rural for 2005.

In March 2005, there was a recommendation that
in looking at what was called the prior year"s funding,
the 2004 would be the year that was examined. For 2006
funding, that carried through to the next action.

From the start, there was a five-year
transition period based upon the change. And then
whenever a new census was taken, there would be an
additional five-year transition. So effectively, what you
would be in would be five years transition and five years

non-transition. That maintained this way all the way

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

81

through to 2005.

Obviously, the statutory provisions that Linda
had talked to you earlier about the enclave communities
are still In the statute. So they still influence.

And then in the new set of rules that were
proposed in March of 2005, there was the designation of
the formation of discretionary funds, that additional
funds out would be allocated either on a pro-rata basis, a
discretionary basis or both by the Commission for those
funds that were above the 2004 or 2004/5 biennium and that
no parts of those additional funds, those discretionary
funds, would become the basis for the next year®s
allocation. PTAC endorsed that language, and it was also
adopted by the Commission.

Okay. At the bottom of the page, 1°ve listed
four factors that were brought up by PTAC actually in June
2004 that were kind of in the front of their minds as they
worked through 2005. Three of those factors 1 think got
pretty well at least vented in 2005.

The local contribution compared to budget is
part of one of the factors. Ridership eligible population
I think entered into the discussion on the 199,999. And
the needs/performance split to go to 50/50 over five
years -- although that didn"t get enacted, it"s certainly

part of the agenda.
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MR. GLEASON: Jeff?

MR. ARNDT: Yes.

MR. GLEASON: This is Eric.

I think, although you might want to check this
out -- 1 believe that the wording iIs -- in this is not,
"Discretionary,” but, "Competitive.” It -- additional

funds can be allocated

MR. ARNDT: On a competitive basis?

MR. GLEASON: -— pro-rata --

MR. ARNDT: Okay.

MR. GLEASON: -— competitive or both. So in
the two columns of the last row.

MR. ARNDT: Right. Okay. Thank you.

In summary, on the funding allocation history
observation page, which is -- now we"re back to -- on
Number 19. And it"s posted, again, on the wall.

First of all, as Linda pointed out, almost the
entire allocation process is under the Administrative
Code, which was -- i1t part of the legislation to put it
under the Administrative Code. There are statutory
requirements that address who is eligible to receive state
funding, and it sets the funding limits and use on the
enclave cities, as Linda pointed out.

The Commission did adopt the majority of PTAC

recommendations, particularly with respect to which
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performance indicators should be used, in May of 2005, but
the PTAC recommendations not adopted by the Commission
were done based upon a potentially disproportionate impact
that might be too strongly felt in a relatively short
time, the point there being that they were not rejected by
the Commission because the Commission believed they were
bad ideas, per se, but simply that at that point in time
in the process, 1t was not appropriate.

Okay. And the enclave cities I"ve already
mentioned.

Any questions?

Anybody on the phone, any questions?

(Pause.)

MR. ARNDT: Okay.

MS. CHERRINGTON: Okay. Then I would like to
then bring us back to page 20 and talk a little bit more
about the actual fund allocation process and show a few
illustrations.

The actual fund allocation process as it
happens in a spreadsheet now includes four primary steps.

Obviously, there®s a whole lot more subtlety to it and a
lot more calculations, but these are the primary steps.

First of all, the funds that are available are
split —- from the state are split 35 percent urban to 65

percent rural. Then for the urban allocation, under Step
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2, there"s -- adjustments are made if there have been any
changes i1n population area or service area.

What this accounts for is if, for example, an
urban system were to expand its service area and include
more population than it may have at the previous year or,
in the case of some -- In a moment, we"ll come up with
this on the rural systems -- in the case that some of the
rural systems actually assign counties iIn different rural
areas from time to time. So this is making those
adjustments.

Then the next sub-step is to allocate the
funding 80 percent based on population and 20 percent
based on performance. Under population, this is where the
199,999 cap i1s applied for the urban systems. Under
performance, the 20-percent distribution for performance
IS using three performance indicators of all equal
weighting, and those performance indicators also come into
play in calculating the performance measure.

Now, Step 3 is for the rural allocation and,
essentially, the first same three sub-sets: First, any
adjustments for population are made; second, the 80
percent, based on population and land area, is
distributed, and then; 20 percent based on equal
weightings of the three performance indicators for the

rural systems.
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Now, Step 4 is the equalizing or redistribution
for each for urban and rural. And what happens here is iIf
you distributed 100 percent of your funds but no one
decreases over the previous year by more than a negative
10 percent, then there must be some adjustments on the up-
side to have enough funding to allocate to the down-side.

And 1 want to illustrate what that means to you.

Bobby, did we have a correction on the facts
there? Could you please tell us?

MR. KILLEBREW: This s Bobby.

On the steps that talk about, "Adjustments in
population/area for service area changes,'™ 1t"s not for
service area changes; it"s for changes. And as Linda was
saying, for example, a rural transit district that maybe
now serves four counties for whatever reason and iIn the
following year ends up serving five counties because they
pick up a county from an adjacent service provider or they
go from four counties down to three counties -- then we
would make that adjustment in their service -- in their
area that they"re responsible for.

Likewise, in the urbanized areas, if things
were to change for whatever reason, then we would make
those appropriate adjustments. But it"s not the service
area of the provider, because some providers may only

provide service In the city limits, versus the urbanized
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area. Those types of things --

MS. CHERRINGTON: So these should just be
adjustments in change in population and area?

MR. KILLEBREW: You could say i1t as simply as
that, yes.

MS. CHERRINGTON: Okay.

MR. WILSON: And just do away with, "'Service
area'"?

MS. CHERRINGTON: Just the extra -- service
area reference?

MR. ARNDT: Yes.

MS. CHERRINGTON: Just strike that? Okay.

Now, in the illustrations, if you go to Slide
21 -- because the rural areas are a little more dramatic
than the urban, if you will, we"ve used this for
illustration.

So if you go to page 21 -- this is an
illustration of the percent change by rural provider. And
you will see that there are a variety of differences, but
one is dramatically different than others. There iIs one
rural provider who has an over-300-percent change on the
up-side. Now, quite frankly, in doing i1llustrations, that
so skews things as to make it hard to see.

So 1f you will, go to page 22. We arbitrarily

set the limit on that system at 100 percent so that we
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could see the rest of them. Does that make sense? We
didn"t change it; this is just so your illustration can be
more easily seen. Now you can see the relative
differences up and down of all the rural systems given
that one arbitrary adjustment for illustration purposes.

Now, what happens if on the down-side -- you~ll
see that some of the systems on the down-side are negative
47 and 48 percent. In fact, three of them are in that
range. But the limit you set is negative 10. Well, you
can"t balance the books unless you make adjustments on the
top.

So if you look on page 23, you"ll see the
effect of the funding formula. In order to keep the
negative at no more than 10 percent, you had to reduce the
increases, and then the effective result is that no
increase 1s more than 25.7 percent.

Now, your formula does not have an up-side cap,
but there is an effective cap in order to make the books
balance, and that®"s the methodology that the staff uses
that we referenced a minute ago that is what they"ve used
in order to implement your intent.

Now, obviously, next year, If you were to run
the same adjustments -- some of these folks have now
fallen in line. So these percentages up and down are

going to differ year to year.
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When you do the negative 10 percent, the less
that you have to adjust, the less you have to adjust on
the top. But do you see what happens? And in your last
fiscal year, 1t"s a bottom negative 10, and 1t"s a top
plus 25.7. And there were a number of systems that are at
negative 10 and a number of systems that are at plus 25.7.

Any questions about that?

MR. GEYER: Linda, Bob Geyer. 1Is there any one
factor that stands out for those that dropped their
negatives that might have -- that causes them to be so low
like the 47 or 40-whatever?

MS. CHERRINGTON: Bob, I can say, in general,
since 80 percent of the allocation is based upon
population and land area, those systems that had a
negative 47 or 48 have over the years had an allocation of
funds out of proportion to their population and land area.

MR. GEYER: Okay.

MS. CHERRINGTON: Because the population is
such a large percent of the allocation, that is the
biggest factor.

MR. GEYER: Okay. Thank you.

MS. CHERRINGTON: Okay. Now, there are some
other observations of the results of the formula that we
wanted to share with you. So i1f you would, go to page 24.

And, again, as Jeff described earlier, "Observations,"”
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are TTI"s analysis of the formula and the allocations and
the results.

First of all, the actual impact to the
adjustments for urban populations max"ing at 199,999 has
the following effects. First of all, it does negatively
impact three providers.

There is a significant negative effect on
Arlington. Now, again, they then have another cap under
the statute, but I"m talking about the results of the
formula here. 1t has a negative effect on Arlington, NETS
and the Lower Rio Grande Valley, McAllen/Hidalgo County.
Because their populations are so much more than 200,000,
they are hit the hardest. And of these there, the hardest
hit by far is the Lower Rio Grande Valley.

MR. WILSON: First of all, as you said, like --
NETS is at its cap already.

MS. CHERRINGTON: Right.

MR. WILSON: I just wanted to point that out.

MS. CHERRINGTON: But right -- but at this
point -- well, this i1s the allocation of the -- this is
how the formula works.

MR. WILSON: Right. But they are not
negatively impacted because of this right now?

MS. CHERRINGTON: They are on the formula. 1

think -- 1 want to emphasize, John, that right now we"re
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talking about how the formula works and how the
allocations are made. And then the statutory provisions
are applied on top of that.

MR. WILSON: Right. But they do not get any
less money right now than they would have earlier?

MS. CHERRINGTON: 1In the end result, you"re
absolutely correct.

MR. WILSON: Okay.

MS. CHERRINGTON: How the 199,999 works in this

case --
MR. WILSON: 1 just wondered what that --
MR. GILLIAM: That"s on NETS.
MR. WILSON: That"s on NETS, yes.
MS. CHERRINGTON: Well, Arlington, as well.
Okay?

Now -- but the negative impact on McAllen/Lower
Rio Grande Valley carries all the way through. They have
no other adjustment.

Next, there effectively is no impact on the
enclave cities for Grand Prairie and Mesquite. Because
their population is under 200,000, the way that the
formula works and the adjustment for 199,999 -- it
basically doesn®t affect them at all.

Thirdly, actually, there"s a positive impact on

Lubbock and Midland/Odessa because these two systems are
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just barely over 200,000. And because the disproportion
to Arlington, NETS and McAllen is so significant, these
cities under the formula at this stage, at the 199,999,
actually have a small -- well, 1t"s -- one of them has a
10 percent and, | think, one an 8 percent advantage.

MR. WILSON: But I want to tell everybody the
biggest impact for this with this maximum 199,999 is the
fact that on cities smaller than 200,000 in population,
every one of those cities benefits by this. Lubbock and
Midland/Odessa -- Midland/Odessa should be separate,
anyway, because they"re two separate systems and they"re
both under 200,000.

What I"m saying is that all of these other
cities -- Lubbock may be marginally affected, but the
biggest impact is on those cities below 200,000. They get
a lot more money because of this, and that®"s what the
intent was --

MS. CHERRINGTON: At this --

MR. WILSON: -- for us.

MS. CHERRINGTON: Okay. At this stage of the
formula, McAllen/Rio Grande Valley is a negative 80
percent, Arlington®s a negative 50, and NETS is a negative
40. All of the other cities under 200,000 are plus 15.
Lubbock and Midland/Odessa are about a plus 10. So those

are the iImpacts.
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You®ve taken money on these top three and
redistributed it at this point in the formula to the rest
of the systems.

MS. HALSTEAD: Could I comment on that?

MR. GILLIAM: Yes. Go ahead, Donna.

MS. HALSTEAD: And 1°ve got no dog in this
hunt. Okay?

(Laughter.)

MS. HALSTEAD: And let me tell you why. It
didn®t have anything to do with who was going to be hurt
and who was going to be helped. It had to do with the
simple fact that the guidelines say this i1s money for
small urbanized areas and the cap is 200,000. And --

MS. CHERRINGTON: But, actually, Donna, that"s
not in any of the language any more.

MS. HALSTEAD: When was i1t taken out? Because
as of last year, we were told --

MR. WILSON: 3588 took it out.

MS. HALSTEAD: But that doesn"t apply to the
federal money. This is -- that only applies to state
money .

MS. CHERRINGTON: That"s right.

MR. WILSON: That"s right.

MR. ARNDT: Right.

MS. HALSTEAD: Okay. So any federal monies
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that --

MS. CHERRINGTON: But these are only state.
These are only state -- urban systems. You only address
state money.

MS. HALSTEAD: All right. We had assumed that
by implementing a cap, we were in fact following the
spirit of the laws that had governed the allocation of
these monies. And i1t didn"t have anything to do with who
was going to benefit and who was going to be hurt; it was
simply a question of fairness.

IT they were over 200,000, they ought to be in
the category of, you know, large urbans, and the rules for
those ought to apply. And they shouldn"t be accessing
funds from this particular pot. That was the basis for
it. And I understand who gets hurt and who gets helped;
I*m just telling you that it was intended as a policy
statement, and not an attack on any particular agency.

MS. CHERRINGTON: Right. And no one"s
representing it as attack, either. These are the facts.
This i1s the result of what happens.

And a couple of things to consider. One is
your comment with regard to over 200,000. A, yes, that's
the precedent set by formula. And yes, that was the
language that preceded 2003. You"re absolutely right.

And PTAC and ultimately the Commission can
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certainly consider what they wish now, but no longer in
the language of the statute does i1t say that these dollars
are intended only for cities that are under 200,000.
That®"s no longer iIn the statute.

MS. HALSTEAD: Did anyone look at the
legislative intent to make certain that this was not one
of those deals that was assumed to be the case?

MS. CHERRINGTON: Well, they delegated that
decision to the Commission.

MS. HALSTEAD: Okay. So i1t wasn"t that they
said, you know, this money®"s open to anybody in the state;
it was that they left it to the Commission to make that
determination?

MS. CHERRINGTON: That"s correct.

MS. HALSTEAD: Okay.

MR. GILLIAM: Any other comments on this?

(No response.)

MS. CHERRINGTON: Then let"s go to the next
point. One of the things that we wanted to emphasize is
the distinction for performance in the enclave cities is
the eligibility for service, not for size. So the enclave
cities are all limited to demand response for seniors and
disabled only.

And that -- and, also, there iIs another system

that falls into that set, and that"s Harlingen/San Benito.

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

95

So there are five systems that provide service only to
seniors and persons with disabilities. And this Is -- as
John mentioned just a few minutes ago, this is an
acceptable and appropriate and funded practice under the
federal policy.

IT you will, look at the next page. This is
for information and thought as you consider these facts
and move forward. And that is: So what percentage of the
population would be eligible for service when you address
seniors and disabled only? And this i1s the statewide. We
do have these data for each of the enclave cities and
Harlingen/San Benito.

But looking just statewide, you"ll see that the
percentage of the population over age 65 iIn the state 1is
roughly 10 percent. The percentage of the population
under 65 that"s disabled is roughly 22 percent. And, now,
this is the census-defined definition of disabled. It"s a
self-defined, but this is the data we have to go by. And
this is how these systems define disabled for their
services. They"re not ADA providers; they"re general
disabled.

So roughly, iIn the state of Texas -- roughly 32
percent of the population of the state of Texas is either
senior or other 65 or disabled as defined by the census.

MR. GILLIAM: Linda, now, these numbers are for
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all urban; it"s just all statewide?

MS. CHERRINGTON: This is statewide, for point
of information.

MR. GILLIAM: Okay. And so as we look at it
from the funding standpoint, do you know how it breaks out
iT you exclude the urban areas that are funded
differently?

MS. CHERRINGTON: The enclave cities all range
in the —-

MR. GILLIAM:z Oh. I1"m just -- no. I"m just
thinking if you took Austin and Houston and Dallas and
whatever and Fort Worth -- all the urban areas that are
funded differently through the 1-cent sales tax --

MS. CHERRINGTON: Right.

MR. GILLIAM: -- who receive no federal
funds --

MS. CHERRINGTON: Well, 1 didn®"t do it that
way. 1 did look --

MR. GILLIAM: -- state funded --

MS. CHERRINGTON: -- specifTically at the

cities that only provide seniors and disabled. So 1
looked just at theilr percentages.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And those cities -- the

enclave cities in the Dallas/Fort Worth area are under 32
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percent. Harlingen/San Benito is over 32 percent.

MR. GILLIAM: Okay. 1 guess it -- to me, it --
I don"t know how you intend to use it later. And so I
don®"t know iIf it means anything or not. | just wanted to
make sure Iin my mind --

MS. CHERRINGTON: Right.

MR. GILLIAM: -- that 1 understood what
numbers you had there and how you --

MS. CHERRINGTON: Right.

MR. GILLIAM: Okay.

MS. CHERRINGTON: Yes. | don®"t -- 1 have the
numbers for my reference -- which I don"t have at my
fingertips. But it ranges between 24 to 30 percent in the
enclave cities.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And Harlingen/San Benito 1is
36 percent.

MR. GILLIAM: Okay.

MS. CHERRINGTON: 1It"s higher seniors, and it"s
higher disabled.

MR. GILLIAM: Hmm.

MS. HALSTEAD: And does your database have the
ability to break out those numbers according to the
service areas for the various agencies that we"re talking

about? One of the things that we got into last year and
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nobody had a way to deal with was, Okay, we"re talking
about total population versus land area of systems that
are providing service to a special group of individuals,
and that really distorts the whole picture.

IT you can sort out the actual eligible
population in that service area as compared with land area
and then compare those across the spectrum of other
agencies providing for that eligible population, you can
do a whole lot better comparison than you can now.

Right now, we"ve got systems that are apples
and systems that are oranges and systems that are
grapefruit, and we don"t -- at least when we asked the
questions last year, there didn"t seem to be available the
data broken down in such a way that we could actually
quantify the eligible population within each of these
service areas.

MS. CHERRINGTON: Your comments are exactly
correct. And it"s very -- it"s a challenge. 1It"s not
impossible, but it"s a very big challenge, and it"s very
hard to keep up with to do that for rural and even some
small urbans. In this case, it"s not difficult. These
are city limits of specific cities that provide only
seniors and disabled, and it is quite straight-forward to
define the population of those cities and the census-

defined seniors and disabled.
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So these -- your comments are accurate. In
these systems, you do not have that difficulty. These
systems are much clearer.

Okay. Going on to the next position -- and
this goes back to a point that John made just a few
minutes ago In that there are two inconsistencies iIn the
definition of urban providers historically. The first is:

Midland and Odessa are actually two completely
independent urbanized areas. They are not even
geographically attached, although they are in our
nomenclature.

We always say, ""Midland/Odessa,™ but in fact --
and there are a couple of maps provided to show you that
they are completely separate. And they do have the same
contract provider, but the services In each city are
separate. Those urbanized areas are separate. The
funding is separate. In any other situation where that
occurs in the state you"ve separated the two.

MR. WILSON: For example, the same operator
operates Killeen and Temple, but yet they are --

MS. CHERRINGTON: They"re separate.

MR. WILSON: They"re separate.

MS. CHERRINGTON: Good point, yes.

MR. WILSON: They have the same operator; it"s

just that we happen to share facilities at the same
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facility in one of these two cities, but all the cost for
each city is separate, all of the ridership is separate,
and everything is separate for these two cities.

MS. CHERRINGTON: Okay.

Now the other one that"s unique -- and it"s
unique in a number of ways, but -- and an important one.
And that is: The McAllen and the remainder of Hidalgo
County. |If you could, please turn to the map that"s on
page 29 in your handout. And 1 know this one®s in black
and white, but I"m hoping that you can see this well
enough.

This 1s a unique situation. The urbanized area
in this part of the state is Hidalgo County. It"s about
15 small cities, the largest of which is McAllen. And
McAllen is about 100,000 in population.

IT you look at this area, you can see the
urbanized area is -- It"s a shade, and there®s a fairly
definitive marker. Do you see? That has little, bitty
arms and legs that go all around. The population iIn that
greater area is about 600,000, but 1t"s not one large city
or even one primary city; it is a bunch of small cities.

You"ll see in the middle where the arrow is the
city of McAllen, and you can see that that area is
slightly darker. In your packet that you received, you

might have -- in fact, up here -- well, no. You can"t see
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it much better there, either. The city of McAllen is --
has 1ts city limits.

Now, there"s a few things to point out.

This —-- 1T you recall from the analysis we did at
workshops and the demographic characteristics, Pharr,
outside of Harlingen -- excuse me. Outside of Houston and
Dallas, Pharr came up over and over again with the largest
population and lowest -- highest percentage of seniors,
highest percentage of poverty and highest growth. So it"s
a very high-need area, but, because it"s such a large
community in total numbers, this is within one urbanized
area.

Now, the next thing to point out to you is that
the city of McAllen operates its own system. It"s -- the
city of McAllen operates the system, and it funds it.

It"s limited to the city limits of McAllen. And that"s
the only service there.

The rest of Hidalgo County is operated -- part
of it, some of the cities -- by the Lower Rio Grande
Valley Development Council, but 1t"s not fixed route every
day. It"s flexible routes, and they operate in some
cities on alternating days.

So Mission and Edinburg are operated and in
service two days a week. Pharr-San Juan-Alamo has service

three days a week. Mission-Donna -- excuse me. Mercedes-
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Donna and Weslaco have service two days a week.

Why do they do this? They do this because the
local small towns cannot come up with local shares to fund
a higher level, and they -- because they®"re a large urban
area, they can"t get operating dollars. So it"s a rather
unique situation.

Now, our point primarily is that these are two
separate providers. And again, when this situation occurs
in other parts of the state, these two entities are
reported separately. And McAllen in that case would be a
less —- it would be 100,000 in population within a larger
urbanized area.

MR. WILSON: Similar to Grand Prairie/Mesquite?

MS. CHERRINGTON: Except that i1t"s a general
population service in McAllen, yes, sir.

MR. WILSON: So if we look at the population of
just McAllen, we would only consider the population of
McAllen for the funding?

MS. CHERRINGTON: 1If you considered doing it
that way, yes.

MR. WILSON: Okay. Just as a --

MS. CHERRINGTON: This is food for thought.

MR. WILSON: All right.

MS. CHERRINGTON: So those are -- that"s

addressing the two iInconsistencies in the definition of
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urban providers for your consideration. Now, we"re going
to come back to this.

And 1 know, Jeff, we"ve got only 20 minutes
left.

Are you all able to hang in there past noon, or
do we need to break at noon?

MR. WILSON: Whatever is --

MR. GILLIAM: How much past noon?

MS. CHERRINGTON: Oh. We"re moving right
ahead, you know. Maybe a few minutes. But we"d like
to --

MR. GILLIAM: Okay.

MS. CHERRINGTON: Okay.

What we"d like to do now is to come back to the
performance indicators. And I"m going to turn that back
over to Jeff, and we"ll try to move that -- through that
pretty quickly.

MR. GILLIAM: AIll right.

MR. ARNDT: While we have this on a slide up
there, 1t"s a lot easier to look at the hard copy since
the numbers can be pretty small. As you®ll recall, at the
workshops, we walked you through a few of the other
states”™ uses of performance indicators.

First of all, recall that only 20 percent of

the sample states, which was the majority of the states,
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even use performance indicators as part of their
allocation, and 80 percent use some other method. So as
we said, Texas is kind of cutting-edge there.

What I tried to do is draw together a few extra
states and kind of weigh them across families of
performance indicators. And basically, there are -- one,
two, three, four, five -- six families of performance
indicators that are used across the states that use them.

There®"s -- so the first family of indicators
are service output. It"s just like, How much service do
you put out there.

And we allocate based upon what you have out
there; it has nothing to do with whether it"s used at all,
but simply that 1t"s present. And so indicators like that
would be, for example, revenue miles of service, and, as
you can see, three states use that as some element of
their indication, Texas using it only on the urban side.
So Texas i1s one of those states.

The next family of indicators has to do with
the outcome of having the service -- again, just pretty
broad -- typically passengers or something related to the
farebox, because farebox is really a representation of
your passengers filtered through your fare policy. And
again, there are three states that use a factor like

that -- the same three states -- Texas urban again being
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one of those three states.

Neither of those are considered performance
indicators per se, because a performance indicator 1is
usually a measure of X related to -- a measure of X output
related to Y input, for example. So one of them is just a
relationship of, How much service do you have out there.
And the other does at least reflect outcome of having the
service, because, after all, you are trying to carry
passengers.

The next three are in what you®ll recall as the
three-legged stool of performance measurement in transit.

So there are: Cost efficiency indicators, which are
related to miles per dollar, if you will, cost per
mile/cost per hour; cost effectiveness, which has to do
with passengers per dollar, and; service effectiveness,
passengers per unit of service out there.

And as you can see, those are used -- by up to
five states are fTairly more commonly used. Texas 1s
already using two indicators there in those families. So
Texas 1s well represented In that group.

And the last set of indicators is local
investment. That"s concerned about local revenues per --
and this should say instead of, "Income', "Expense."™ It"s
local revenues per expense.

And you can see that five states -- all but one
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state -- use that indicator. And in fact, that and cost
effectiveness are the two most common indicators. The
other thing I would simply point out is that several of
these states use these indicators for only a portion of
their funding.

For example, you can see that Pennsylvania --
their performance indicators only add back up to 50
percent and that the other 50 percent, for example, iIn
Pennsylvania is based upon FY "90/791 distribution of
funds. So they -- basically, their funding formula is --
they give everybody what they had in FY "90/°91 as a start
or, at least, in that proportion, with half of their
funds, and then the other half. And as you can see with
Pennsylvania, the other half they base primarily on
input/output, and not on results.

Tying these kinds of indicators -- and this
kind of goes to Linda when we were talking about
coordination.

And, John, I"m going to have to correct this
graphic, too, because you®re absolutely right.

Let"s take a look at families of indicators
related to the goals. The first goal we had was access.
And so an indicator that measures service outcome, like
ridership, i1s an indicator that would relate to access,

because you®ve made the service available and you"ve had
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some outcome.

Service effectiveness has to do with outcome
because that"s a measure of, How many people do you carry
for a measure of service that you put out there. And it
is a performance indicator, just not an outcome. And then
the local iInvestment type, because one of the strategies
under access had to do with increasing the local
investment. So there are kind of three families of
categories that can tie you back to Goal Number One.

Goal Number Two: Efficiency and effectiveness.

And those are the -- those tie back to those three-legged
stool indicators we talked about: Cost efficiency, cost
effectiveness and service effectiveness.

And then Goal Number Three. And I"m going to
have to add a third one because I think there are three
families of performance indicators that will work there.

The cost effectiveness and service
effectiveness indicators, which tie to ridership per
dollar or ridership per measure of resource put out there,
because coordination should again help improve on those
two performance indicators. And then the third, the local
investment indicator, in that as you increase coordination
and you®"re able to make use of these contracts as portions
of your local share, as you see that going up, you know,

that you are improving coordination.
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So there are -- and, obviously, you can see
that there"s a pretty full array of opportunities to tie
performance measures by family into the goals, the PTAC-
endorsed, 1Tt you will, goals.

My observation on the overall. First of all,
service output doesn®t measure performance; it just says
you have something out there. And so to the extent that
you want the performance portion of your formula to
reflect performance, service output indicators are not the
strongest measure of professional.

Now, service outcome does at least measure
results. So it"s the next step up.

Per capita-type indicators. First of all,
you"ll see that Texas i1s the only state that uses a per
capita-type indicator at all. And per capita-type
indicators -- and they"re only used, by the way, in the
urban side, not in the rural side.

But per capita-type indicators are typically
the kinds of things that are used to look at local
investment In some ways or the equity in some ways -- of
local investment. For example how dollars -- local
dollars per capita, because i1t relates on how much, you
know, per individual almost that people are willing to
invest In a service.

Or oftentimes, per-capita indicators are used
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to whether you®ve gotten a fair return on taxes, for
example, but not typically used to measure performance,
per se. They"re the quality of the performance, the cost
effectiveness and cost efficiency of performance.

The local investment indicator -- and there are
obviously more than one that could be used, but they are
the most commonly used. And in addition to the
traditional effectiveness and efficiency indicators, they
were used broadly. And I was really pleased in a way to
see that almost every state had used that factor as one of
the factors in their formula.

Multiple indicators are universally used. You
can see that there®s no state that just settled in on one
and that said, This is the one that we"re going to use.

Multiple indicators are used universally; the
fact that you use three is relatively common. |1 think
Ohio on the urban side uses six. And that might be a bit
of overkill, but, you know, three to four is probably
pretty reasonable. And a good reason to do that is to
make sure that you take into consideration the fact that
you have oranges and grapefruits and limes and everything
else.

And so certain indicators will tend to favor
certain aspects of service while others will favor others,

and help you get a balance of what®s happening then in
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that fruit bowl, so to speak.

And finally, the Texas rural formula does use
indicators from three key areas: Cost effectiveness, cost
efficiency and local iInvestment. And, you know, 1 guess
my observation is that the Texas rural formula indicators
are a pretty solid set of indicators both theoretically
and In comparison to other uses iIn other states.

Any questions on any of that?

(Pause.)

MR. GILLIAM: Questions, anyone?

(Pause.)

MR. GILLIAM: Okay. Go ahead.

MS. CHERRINGTON: Well, what we"d like to do
now Is move to looking at funding scenarios. And we have
a few 1deas to get your feedback on, but this is the
portion that we*d like to make sure that we understand
your thoughts, things that you®d like to either ask a
question about and see the results or you"d like to test.

And so we"ll try to keep good notes as we talk
along. And by the way, this iIs the last section of our
review. And so we"re -- we have ten minutes before the
witching hour, but -- a few minutes longer i1If we can make
sure we capture everything, because the better job we"re
going to do for you on the 19th.

We have started out with some kind of topical
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areas. The fTirst is to take a look at some of the basic
elements of the formula, and then we"re going to look at
specifically some of the urban, specifically some of the
rural and then some of the transition and then
discretionary.

Now, along the way, If you all have thoughts
that come to your minds, let"s get them down now, but we
will kind of talk through categorically some areas.

MR. GILLIAM: Linda, could I just ask
something --

MS. CHERRINGTON: Please.

MR. GILLIAM: -- for a frame of reference in
my mind? Will you have the ability to give us some
indication of what the effect of anything that we sort of
decide upon or are recommending?

MS. CHERRINGTON: That"s our intent.

MR. GILLIAM: Okay. Because --

MS. CHERRINGTON: Our intent is to come back to
you on the 19th --

MR. GILLIAM: Okay.

MS. CHERRINGTON: -- and understanding your
goals and your performance indicators and what you tell us
today i1s your intent and what you want to take a look at.

MR. GILLIAM: Okay.

MS. CHERRINGTON: Then we can come back and
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tell you, Here"s how these variations reply to your
intent.

MR. GILLIAM: Okay. Very good.

MS. CHERRINGTON: And that"s kind of what the
19th is all about.

MR. GILLIAM: And iIf we don"t like the outcome
of that, we have sufficient time and you could rerun or do
something?

MS. CHERRINGTON: That"s right.

MR. GILLIAM: Okay. Good.

MS. CHERRINGTON: That"s right.

The first item is taking a look at -- we
identified the performance indicators. These are two
basic things about the formula: The selection of a group
of performance indicators and the proportions by all the
different steps in the process. So we kind of wanted to
get your feedback. Do you -- what do you see as
opportunities here? What do you like, and what would you
like to see a change on?

Jeff just mentioned that actually the rule

performance indicators are using some -- three
indicators -- service -- excuse me -- cost effectiveness,
cost efficiency and local investment -- that we think are

pretty solid. The urban area is using local iInvestment

and then two per capita numbers. Do you all have any
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thoughts about any change that you®d like to see in that?

John?

MR. WILSON: Of course, | have.

This 1s John Wilson. 1 have a bunch of -- 1
have gone through it. And first of all, 1 definitely
believe the rural and the urban should be kept separate.

I think there®s indication for both of these to be
separate.

Review of the proportions? Personally, 1 think
with the addition of new small urban systems -- although 1
think we need more money for the urbans, I"m satisfied to
leave the split at 35 urban and 65 rural. |If there®s any
change to that, 1 think the urban should be at least 35
and not reduced from that. That"s my preference.

On the needs/performance, | definitely think
that this should be changed. |1 think the Commission has
said they want more emphasis on performance measures.
Their viewpoint is -- after five years, it being 50/50 --
I think we ought to change it to 50/50 right from the
beginning. So 1 think -- for next year, 1 think we ought
to look at 50/50 for the change for needs and performance.

Rural split needs to be population and area. |1
don®"t have a problem with the 75/25. 1f anything, 1 think
the 25 should be greater for the area, and probably a

little bit less for the population. That"s just my
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opinion. 1 think it probably should be 70/30.

Weighting of the individual performance
measures? And these are the performance measures that 1
have thought should be looked at. In looking at the small
urbans local funds per operating expense, 1 think 25
percent should be applied of the -- 50 percent of the
performance measures should be on that. That"s local
investments.

Allow all generated revenues to encourage local
investment and coordination? | think this i1s -- the one
thing I think has the most input for coordination is local
funds -- that"s all funds that you generate locally --
compared to operating. |1 think that should be 25 percent
of performance measure. And I"m talking about the small
urbans here.

The second one i1s revenue miles compared to
total of all urban miles. 1 think, 35 percent. That is
service output compared to need.

Encourages service output, maximize available
services in return for public investment? |1 think those
systems iIn the past that put more local money in -- they
have more service out there, and 1 think they should be
rewarded for that. 1 think this means a total system
versus one that limits that system.

Ridership per capita? We had that last time.
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I think it should come out to 20 percent as service
outcome.

Considers local environment, small community
versus large city, a measure of utilization iIn proportion
to population, balances against portion of formula based
strictly on population. And the last one is revenue miles
over -- versus per operating expense. | think 20
percent -- that"s the cost efficiency measure.

Encourage efficiency, maximum service output in
proportion to cost? If we don"t want to go with revenue
miles for urban areas, 1 think passengers per hour or
passenger miles or even revenue miles per state funds
received -- 1 think all of those are a possibility.

MS. CHERRINGTON: Let -- can we hold there for
a moment? And we"ll come back to some of your other
comments.

MR. WILSON: Okay.

MS. CHERRINGTON: And let"s see if we can get
some feedback on any.

Does anyone else have any specific thoughts
about the performance indicators for the urban systems?

Yes, Donna?

MS. HALSTEAD: When we had talked about needs
versus performance in the past, we had talked about

phasing in the -- a greater balance over a period of time.
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And it would be my suggestion that we look at using a
three-year window in which to move us to the 50/50 split.
That would put us at 2009 reaching the 50/50 split. That
gives us the 2010 census to work from and, from that point
forward, reviewing with 50/50, period.
I guess 1 would hate to see that kind of shock
to the system, which I think is what would happen if we

went from 80/20 to 50/50 in one year.

MR. WILSON: 1 have a -- 1 think what we should
do in that is limit -- no one can have more than a 10-
percent decrease and no more than -- and no one can have

more than a 20-percent increase.

MS. HALSTEAD: Well, then --

MR. WILSON: I think that would --

MS. HALSTEAD: -- the only problem 1°ve got
with that is that the Commission has already said they
don®"t want to put the bases and caps in there.

MR. WILSON: I know. But --

MS. HALSTEAD: So --

MR. WILSON: -—- 1T you -- but 1 think that if
you want people to go with performance measures, you have
to put more emphasis -- who"s being hurt here by the needs
is the people who are putting in more local funds into the
service that"s not getting rewarded for that local

investment.
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MS. CHERRINGTON: Okay. Let"s -- I made a note
because, remember, we don"t have to decide today. We can
look at the outcome.

I1"ve heard John say he"d like to see what the
50/50 does, and then I heard Donna say that she*d like to
see a three-year phase-in and she®s concerned about shock
value and the need to keep that in mind. And so we can
take a look at both of those and -- look at them.

MS. HALSTEAD: |1 have some concern about John*s
suggestion regarding revenue miles as compared with all
other urban systems, because that tends to skew at least
in my mind, it tends to skew the numbers to benefit the
larger systems. And 1°d rather see us use a performance
measure that is -- I don"t know; I"m drawing a blank on
the word 1*m looking for, but -- more neutral with regard
to population or the maturity of the service.

MS. CHERRINGTON: Okay.

MS. HALSTEAD: And then one other comment
having to do with rural. And 1 don®"t know how this one
plays out, so I1°d love to know what you all would suggest.

But 1 have been concerned that when allocating rural
dollars, we -- and in doing population versus land area,
you"re disproportionately impacting west versus east in
areas where we have a large geographic area being served.

MS. CHERRINGTON: Okay. These concerns are
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exactly what we can test. So -- and I"m going to come --
we"re going to just talk about rural In just a moment and
come back to that thought, as well.

One of the things 1°d like to throw out for
your consideration would be to apply the rule indicators
that you have adopted now to the urban and compare that
along with what you had before and what -- John"s set of
suggestions. Is there any reaction to that?

MR. GILLIAM: Let me make sure that we"ve --

Who do we still have on the line, Bob and
Vastene?

MS. OLIER: 1"m here. This is Vastene.

MR. GILLIAM: And, Bob?

MR. GEYER: 1I"m here, yes.

MR. GILLIAM: Okay.

And Mayor Trevino?

MR. TREVINO: I"m here.

MR. GILLIAM: Okay. Just making sure we have a
quorum. Thank you.

So your question to us was?

MS. CHERRINGTON: The thought about using the
current criteria for the rural area, which includes a cost
effectiveness measure, a cost efficiency measure and local
share, and applying that to the urban to see what -- to

see how that plays out. And that would be compared to the
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urban suggestions that John has, as well.

MR. GILLIAM: So your question really is do you
do a scenario to see what the impact would be?

MS. CHERRINGTON: Right.

MR. GILLIAM: Just sort of not -- we"re not
making a decision; i1t would just be -—-

MS. CHERRINGTON: There is no decision made.
We"re looking at a list of analyses that you"d like to see
the results of and compare and test your assumptions about
what"s going to happen.

MR. GILLIAM: Does anyone have any objections
to that?

(Pause.)

MR. GILLIAM: Okay.

MS. CHERRINGTON: Donna, following up on your
comment about the revenue miles compared to total, now,
one of the suggestions John had was to look at passengers
per mile, which is directly a service effectiveness
measure. What would you think about that?

MS. HALSTEAD: Passengers per --

MR. WILSON: Mile.

MS. HALSTEAD: -- revenue mile?

MS. CHERRINGTON: Uh-huh.

MS. HALSTEAD: Is that what you"re suggesting?

MR. WILSON: 1 --
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MS. CHERRINGTON: That"s an alternative.

MR. WILSON: As an alternative measure.

MS. HALSTEAD: That"s an alternative to look
at. 1 think that removes the skew of a benefit to the
larger systems.

MS. CHERRINGTON: The urban/rural 1 might
mention. On the split of 35/65, for your information, if
you actually were to work out the population of the
urban/rural and take out the metro areas, it comes out to
be very close to this. That"s how it got there, I™m
thinking, in the first place.

MR. WILSON: Yes, it is. 1 agree.

MS. CHERRINGTON: 1It"s like 37 to 63 or
something like that. So it"s very close.

MR. WILSON: Okay.

MS. CHERRINGTON: And it won"t change until --
actually, the 2010 census will come out in about 2012.

MR. WILSON: Yes.

MS. HALSTEAD: Well -- and that"s why we had
the discussion of 62/38 --

MS. CHERRINGTON: At one point, yes.

MS. HALSTEAD: -- the first year we were a
committee.

MS. CHERRINGTON: So I -- is there any

compelling reason to look at changing 35/65?
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(Pause.)
MS. CHERRINGTON: Does anybody -- okay.
I"ve -- we"ve heard the discussion about either phasing or

changing to 50/50 for needs/performance. The rural needs

split of population area is 75/25. 1 might mention that
the United States Congress is now or —-- excuse me. |
guess -- yes, congress has adopted this now. They have

80/20. So Texas actually moved out on this earlier than
congress, and yours is actually larger -- your area --
than i1s congress”®™ definition.

The question is -- John had suggested to maybe
changing -- i1s there -- iIs that something that you want to
do? 1 don"t know that 70/30 would make much of a
difference. The question is: |Is that a compelling —- is
there a compelling reason to change that?

MS. HALSTEAD: 1 don"t know whether there is or
not. My question was --

MS. CHERRINGTON: You wanted to test the
impact?

MR. WILSON: Yes.

MS. HALSTEAD: 1 wanted to test --

MS. CHERRINGTON: 1In general; not just 70/307?

MS. HALSTEAD: 1 wanted to test using -- and |
don®"t know whether i1t"s lane miles or what, but --

something to try and -- I mean if you®ve got five counties
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in west Texas that are covered by a service provider and
there are only 30 roads in all of that territory and
you"re giving credit to all of the geographic area, are
you distorting the number you get by doing that? Are
you --

MS. CHERRINGTON: 1 remember now that you --
that. And we will -- in a minute, let"s --

MS. HALSTEAD: And 1 don"t know.

MS. CHERRINGTON: Yes. It"s hard to tell.

MS. HALSTEAD: 1I"m just asking the question.

MS. CHERRINGTON: Yes.

MR. WILSON: 1 think if you reduce it from 50
percent needs from 80 percent, you have eliminated that
problem because you"re doing more on performance and less
on population. And 1 think that offsets that.

MS. CHERRINGTON: The -- 1"ve made a note of
the need to take a look at that impact, and we"re going to
talk about those lane miles In just a moment. So, John,
111 keep the point.

And 1 didn"t hear anything about changing the
weights right now -- oh. Excuse me. [1"11 take that back.

John suggested changing the weights for the urban
according to the table he provided.

MR. WILSON: Yes.

MS. CHERRINGTON: Any other changes in weights
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that you"d like to see?

(Pause.)

MR. WILSON: Okay.

MS. CHERRINGTON: Okay. Let"s go to the next,
page 36. And here we"re talking about any changes for
urban systems.

And the first area that we identified here is
establishing urban tiers, and by this, we mean
providing -- you can do it two different ways. One is
that you can establish a certain pot of money that goes to
fixed route systems and a pot that goes to demand
response. Demand response systems in addition to seniors
and disabled only would include Texas City, La Marque,
Lake Jackson -- i1t would include a couple of other
systems.

Or you could look at i1t by eligibility. And
then in this case, you could separate general population
transportation services from seniors and disabled
transportation services. And that would be the enclave
cities and Harlingen/San Benito. So they would be
measured against one another. And the fixed route
general -- excuse me -- the general population systems
would be compared to each other.

Any comments about that?

MS. HALSTEAD: So --
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WILSON: My only comment is --

Go ahead, Donna.

MS.

HALSTEAD: So you®ve got four categories of

service in this?

MS.

MS.

eligibility.

MS.
MR.

MR.

CHERRINGTON: These are our choices.

HALSTEAD: Well, my preference would be by

CHERRINGTON: Okay.
GILLIAM:  John?

WILSON: My only quick question i1s: |IT you

do it by eligibility, then the senior citizens/disabled

population should be based on that population of that city

of the total of -- iInstead of the general population being

a factor in the money formula --

MS.

MR.

MS.

CHERRINGTON: Okay.
WILSON: —- for those.

CHERRINGTON: Okay.

MR. WILSON: That"s the only problem with it.
But --

MS. CHERRINGTON: Okay.

MR. WILSON: -— 1 personally think it ought to
be all left -- 1 don"t think we ought to do tiers.
That"s -- my personal preference is not to do tiers, but

iT you do, then I think it ought to be limited to that

service that they actually serve -- the population they
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serve.

MS. CHERRINGTON: Okay.

On the telephone, are there any thoughts about
tiers for urban systems?

MR. GEYER: Bob Geyer. 1 like the tiers, and 1
would go with the fixed route and demand response.

MS. CHERRINGTON: Okay.

MR. GEYER: Separate them out.

MR. GILLIAM: Okay.

Anyone else?

(Pause.)

MR. GILLIAM: Okay.

MS. CHERRINGTON: Then our suggestion is to
reconcile the urban systems and, by that, to separate
Midland/Odessa and to separate McAllen and the Rio metro
services that are in the other cities of Hidalgo County.

MS. HALSTEAD: And could we get recommendations
on one other thing?

MS. CHERRINGTON: Yes.

MS. HALSTEAD: What do we do with Padre Island?

MS. CHERRINGTON: Well, that®"s a rural system.

MS. HALSTEAD: 1It"s also an anomaly iIn the
whole process.

MS. CHERRINGTON: It 1is.

MS. HALSTEAD: So when you®re making
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recommendations to fix the real screw-ups, it would be
great to know how we fix that.

MS. CHERRINGTON: Bobby, you®"re indicating that
you might have a comment?

MR. KILLEBREW: No. I wrote myself a note.

MS. CHERRINGTON: Are there any comments about
this?

MR. GILLIAM: 1 just think 1t has come up ever
time we"ve dealt with the formula, and that"s why it"s --
you know, if there"s a solution to it or if It can be
factored in --

MS. CHERRINGTON: To which one? 1°m sorry.

MR. GILLIAM: The Padre Island -- South Padre

Island.

MS. CHERRINGTON: Okay.

MR. GILLIAM: It"s a seasonal, but when you
look at it, you know, the demand for it -- and whatever
the funding -- 1t"s way out of proportion. And I think

everybody wanted to do something about it, but we"ve just
not been able to come up with a solution.

MS. CHERRINGTON: Okay.

Back on the urban systems, on these
suggestions?

MR. GEYER: Those are good.

MR. GILLIAM: 1 think everybody®s In agreement
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with it.

MS. CHERRINGTON: Okay.

Now -- and then the next thing is addressing
the urban systems over 200,000. |If you were to establish
urban tiers and set -- and look at demand response or
seniors and disabled and look at and treat those as a
separate tier, iIf you were to separate Midland/Odessa and
ifT you were to pull McAllen out, your population of
200,000 would only be Lubbock, which is barely --

MR. WILSON: And Rio Concho --

MS. CHERRINGTON: -- and Hidalgo County
outside McAllen, which -- population is a definition of
need. And I don"t really think there®s much argument
about need in that area. The question is -- they haven™t
had the local resources to do things with their federal
money .

MR. WILSON: Well, if you do 50/50, that"s not
a problem. That"s -- takes care of it, because --

MS. CHERRINGTON: Okay. We®"ll take a look at
what that effect is and keep that in mind.

MR. WILSON: Okay.

MS. CHERRINGTON: Okay. The next page is
looking at rural tiers, which -- we tried to look at rural
tiers, anticipating this discussion, because we know

that -- Donna®s point she has made -- the rural systems
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vary all the way from huge areas of west Texas or east
Texas to South Padre Island, and they®re very different in
area. And is there a way to tier them that makes some
sense?

And when you think about, ""How do urban tiers
differ,” well, one is: One"s fixed route, and one"s
demand response, and the performance indicators are way
different. Or one"s general population, and one"s
senior/disabled, and the need is way different.

In the case of rural areas, what makes them
really different is the distance that you have to travel
for a particular trip, that is: How far is It to the
nearest medical facility/urban center where you®"ve got to
take people.

So if we were to devise for you the ideal way
to tier rural systems, it would be by this first
indicator, by average passenger trip length. The trouble
IS that"s a very difficult number to come by, and i1t can
only come by doing random data collection and analysis and
shaking 1t out over a few years®™ time. So although we can
tell you that"s the way to do it, we can also tell you
that you don"t really have your handle -- a handle on
those numbers now.

So what would be good pseudo-indicators to hold

the place? Well, service area, clearly, because, in
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theory, the bigger your area, the longer the trip
distance. Another would be density; the smaller the
density, the longer the trip distance. And another could
be lane miles per square miles of service.

The difficulty with that last one? Much like
the first one, 1t"s a really good idea, but lane miles are
now categorized primarily by county, and it"s just
difficult to distinguish out, separate out, an urbanized
area, urban area and non-rural area. So both the first
and the last are very good indicators, but they"re not
easy to come by.

MR. GEYER: Linda, Bob Geyer.

MS. CHERRINGTON: Yes?

MR. GEYER: So under service area, for
instance, right now, the land area is figured based on
urbanized versus non-urbanized area. Right?

MS. CHERRINGTON: Yes.

MR. GEYER: 1 mean that we look at rural and
non-urbanized areas.

MS. CHERRINGTON: Correct.

MR. GEYER: Okay. But obviously, most of the
systems, I"m sure, go into the urbanized area, like iIf
they offer commuter service. So service area then would
be expanded -- correct -- over what i1s compiled now as far

as -- 1t would be larger than just a non-urbanized area,
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which 1 think is fairer, anyway, because that is actually
part of your service area.

MS. CHERRINGTON: That"s not what is done now.

And we haven®t considered that, because you®re not
providing origin service to those commuter services.
You®re taking origins from the rural area to destinations
in the urban.

MR. GEYER: Right. I know 1t"s not done now,
but 1"m saying that this time | guess | would like to see
service areas iIn -- | mean because you have to go into the
urban area to serve the people from the non-urban area.
Otherwise you don"t have any decent service.

MS. CHERRINGTON: Okay. We®"ll take that in
consideration. That"s one of those categories that"s
going to be -- if it"s hard now to distinguish service

area from an urbanized area to the city limits

MR. GEYER: It would be --

MS. CHERRINGTON: It would be extremely hard to
define service area for those fingers that might go in and
make connections.

But you"re absolutely right. There are many
rural providers that also provide service in urbanized
areas, eilther under contract to the urban provider or as
an adjunct to their own service. You"re absolutely right.

MR. GEYER: | mean the FTA defines that as a
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commuter service, and that"s allowable --

MS. CHERRINGTON: Yes.

MR. GEYER: -—- as an expense. So, anyway, |
think --

MS. CHERRINGTON: But it doesn"t --

MR. GEYER: -- that"s just --

MS. CHERRINGTON: Yes. But it doesn"t come
into --

MR. GEYER: I guess your revenue miles would
take that into consideration, also, If that"s one of
the --

MS. CHERRINGTON: That"s true. So I mean if
you all have any clear thoughts about this, we thought we
might see if we could analyze the point that Donna made
about disparities and see what we can do with any of these
indicators. And I°ve just made a note to also look at
revenue miles in the service area. 1 haven™t really
thought much about that, but I will certainly take a look
at it.

MR. GILLIAM: Any thoughts from anyone?

(Pause.)

MS. CHERRINGTON: Any other thoughts?

(Pause.)

MR. GILLIAM: Okay.

MS. CHERRINGTON: Okay. On page 38, we try to
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identify other elements for discussion, and that"s --
transition funding is the first area. Transition right
now, as you know, is over a five-year period.

The couple of things that we wanted to bring

up -- and this is kind of the operators speaking out of
several of us reviewing this -- funding stability over
time is extremely important. It"s very difficult to plan

your service ahead if you are not certain of what your
funding is and/or if you see dramatic changes, whether it
be up or down.

So one of the considerations on transition is,
Might the adaptation be more slowed down a little bit so
that it"s a little slower -- for example, 1 showed you the
diagram on the rural, where the upside is 25.7. Let"s
just say next year the upside is 48. You"re talking about
major growth, and it would be very difficult to absorb
that and keep your performance indicators positive.

By the same token, if you"re cutting your
service 10 percent per year, you might be able to handle
that the fTirst year. The second year, you®"re going to
start cutting into muscle, and the third year, you“re
going to start scraping bone.

So one of the things we thought we might talk
about is, How can we look at funding stability. And that

might be extending out the transition period.
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MR. WILSON: Well, I definitely think you ought
to keep the, No more than a 10-percent reduction. That"s
very important --

MS. CHERRINGTON: Okay.

MR. WILSON: -- for stabilization. And then I
think -- 1f they go on the high side, I don"t think you
need to go past a 25 -- 20 or 25 percent increase.

MS. CHERRINGTON: Take a look at that, which
brings up the next point, and that is: |If you did that,
you would possibly -- probably be not distributing all
your funds. And if you did that and/or -- excuse me. The
other point of this is: |If you are not using your funds
every year, what do you do to make an adjustment for a
provider who can"t grow and so never uses the funds that
they“re provided?

MR. WILSON: Well, 1 think that could be at the
Commission®s discretion.

MR. GILLIAM: Yes. Or reallocate.

MR. WILSON: Or reallocate.

MR. GILLIAM: Yes. The Commission -- if
they“re not using it, it would appear to me there should
be some mechanism where i1t can be reallocated somewhere.

MS. CHERRINGTON: Would you like to see that as
a part of the -- a subsidiary formula item?

MR. WILSON: Yes.
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MR. GILLIAM: 1 think we should.

MR. GEYER: Yes.

MS. HALSTEAD: 1 don"t disagree. But one of
the things that 1 am concerned about is that we have made
no provision for start-ups and no provision for those
agencies who move -- whose population numbers move them
from 5311 to 5307. And so that we don®"t find ourselves
with every penny dedicated every year, somehow we"ve got
to devise a plan to allow for the growth of agencies into
5307 and the start-ups that would be eligible for 5311.

MR. WILSON: To crank that, Donna, all we have
to do i1s say 10 percent on the low side and 20 percent on
the growth side, and then there would be some dollars
going to that.

Am 1 right?

MS. CHERRINGTON: 1 think so. 1 mean we"ve got
to run the numbers and then --

MR. WILSON: But that would --

MS. CHERRINGTON: That would -- in order to
fund the discretionary pot.

MS. HALSTEAD: Well --

MS. CHERRINGTON: Is that -- John, was that
what you meant?

MR. WILSON: Yes. That"s how you would fund
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MS. HALSTEAD: Well, and then --

MR. WILSON: And 1 won"t have a problem with
that.

MS. HALSTEAD: After that first year, you then
automatically become a part of the list of folks who get
money every year -- and whatever. Anyway, we just need to
make sure that --

MS. CHERRINGTON: Okay. We®"ll make a note of

that.

MS. HALSTEAD: -- we"re able to do that.

MR. GILLIAM: Good point.

MS. CHERRINGTON: Okay. We"ll take a look at
these.

The next i1s to adjust needs and performance
proportions. We"ve already discussed that. My suggestion
is that we look at 50/50 versus 80/20. It gives you kind
of a dramatic difference, and then you can say, "Whoa, |1
think that"s too dramatic; 1°d like to slow it down,"™ or,
"Hey, that seems a little more straight-forward than I
thought i1t would be; that looks good.” So as opposed to
looking at 70/30 or 60/40, let"s just look at 50/50.

MR. GILLIAM: Yes.

MS. CHERRINGTON: Okay.

MR. WILSON: Yes.

MS. CHERRINGTON: And that"s -- that was our
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idea, and that was John"s recommendation in the first
place.

So the next is requiring a local match. John
has made that recommendation.

And, John, 1 cut you off earlier in going
through some of your other points.

MR. WILSON: Yes, you did. But I had already

made some.

MS. CHERRINGTON: Yes.

MR. WILSON: But the one on funding for small
urban -- fund matching for small urban systems, requiring
local government subsidy -- funding subsidy as a
requirement for a recipient of state funds -- and I have a
table here -- in an environment characterized by

insufficient funding, it"s iImportant that local government
provide some funding to support local public transit
services, and there should be some equity between systems
as a requirement for local funding support.

The table provides recommended levels of local
support, and this is only for small urban systems. But
for zero to 150- of state money, you would have to have a
20-percent match, or a maximum of $30,000. For 150- to
300,000, you would have to have a 40-percent match, or
$120,000 maximum. In other words, it goes back to Dollar

One.
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IT you get funding for 300- to 450,000, you
must have a 60-percent match, or 270,000 local dollars
maximum. 450- to 600,000, 80 percent. And then over
600,000, you must match i1t with 100 percent of local
government subsidy.

And that"s -- 1 think that"s -- personally, I
think the systems that are putting in more local funds are
providing more service to their community and should be
rewarded for that. And this does that.

MS. CHERRINGTON: And you don®"t recommend a

similar thing for rural; this is for urban only?

MR. WILSON: 1 think rurals -- 1 think we
talked about something earlier today about -- that Donna
mentioned about -- one of the things that rural -- is

going to be considered by TTA is going to the legislature
and asking for an increase iIn the bridge and road funds
for counties, that that could be increased to subsidize
transit on a county-by-county basis.

And 1 think that would help fund some of the
local -- that would be a local government subsidy. So --
but we haven®"t gotten that yet.

I don"t know how much counties put up. They
vary by counties. 1 know what cities used to do. Prior
to 1989, every city had to fund 50 percent to meet that 50

percent federal. After that, we started getting state
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money, and it dropped down to 25 percent until 1997.

After 1997, we got -- we had to match it
altogether. The cities started dropping their local
support for transit. And I think we need to get back to
that, and 1 think this does it in a small way, but those
that get more money should put up more local dollars.

MR. GILLIAM: But it"s not dealing with the
rural?

MR. WILSON: But it"s not dealing with the
rurals, because --

MR. GILLIAM: And 1 think that was her

question.

MR. WILSON: I know. 1°m sorry.

MR. GILLIAM: Yes. Well, I just -- is there a
way to look at how you -- gradually, you could phase it in

over fTive years to get to where it should be?

MS. CHERRINGTON: Like this? Is that --

MR. GILLIAM: Yes, or --

MS. CHERRINGTON: -- what you mean?

MR. GILLIAM: Or something like that. Is there
a scenario -- 1 guess the -- it"s hard to -- in my mind
to, | guess, make a decision about what we should do
without understanding the impact. And so if you could, do
a scenario or a few, or whatever, to just see what the

impact would be, because one of the things we don"t want
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to do i1s cause the transportation to go away.

MR. WILSON: That"s right.

MR. GILLIAM: And understanding what the impact
would be -- 1 think If someone has grown accustomed to the
fact that they"re not paying anything locally, it"s going
to be harder for them to absorb it, but i1t also forces
them to have to make a decision, you know, on relationship
and, What is the value of that transportation to that
community.

And if they -- 1 assure you they"ll be a lot
more cost effective if they"re contributing something,
because i1f it"s free, I mean, basically, it"s not --

Yes, Donna?

MS. HALSTEAD: And I have been a proponent of
local participation from Day One and continue to be.

I wonder -- rather than the graduated scale
that John has suggested, 1 wonder if It makes more sense
to look at those local participation percentages that
already exist in other transportation legislation and --
you know, 20 percent for capital, and you®"ve got to match
dollar for dollar for operating expense, or whatever --
rather than getting us into a situation where the actual
dollar amount is questioned.

And, you know, maybe it"s easier to keep track

of than I would think, but 1 just wonder if we aren"t
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better off looking at flat percentages and requiring that
all agencies have some level of local participation and
then specifying what those folks®™ participation should be.

MS. CHERRINGTON: John, is it your expectation
that these dollars go up with the size of the system and
so what -- basically, what you"re trying to do is wean
them off of dollars for operating?

MR. WILSON: 1 looked at --

MS. CHERRINGTON: 1Is that where you®re going
with this?

MR. WILSON: 1 looked at different systems
around the state. And | think this Is -- this takes care
of most of the systems, about 90-something percent of the
systems. There are some systems that fall below this, and
most of the systems that do not contribute locally. And
so that"s what I was looking at.

And now 1 know this is going to be a hardship
for some, but, still, 1 believe there should be a
partnership between local, state and federal dollars. And
I think those systems that put up the most local dollars
are the ones that provide the most service to the public,
and I think they should be rewarded for doing that. They
have the most ridership. They have -- they®"re the most
efficient because they have a local contribution in there.

And 1 can assure you Midland/Odessa puts up
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more money than the state does. 1 mean 1°"m just giving
you that as an example. They put up more money, already
100 percent, but, yet, they only get in that 60-percent
level. But they put up almost twice that much money.

They almost put up a half-a-million dollars into this. So
I mean --

MS. CHERRINGTON: Okay. Then we"ll bring back
these analyses and take a look at that.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And we"ll look at John"s
suggestions, analyzing who it would affect, et cetera.

Any comments on the telephone with regard to
local match?

MR. GEYER: What are you going to do with the
rural? 1 didn"t --

MS. CHERRINGTON: We don®"t have anything on the
table right now requiring a local match for a rural
system. Did you want to make a proposal?

MR. GEYER: Well, maybe just a small
percentage. 1 mean 1 don"t know, you know.

MR. WILSON: What is something that your system
could do, Bob?

MR. GEYER: Well, I think -- 1 don"t know. Is
it ——- 1 mean is i1t silly to start out with 5 percent? |1

don"t think so.

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

142

MR. GILLIAM: Well, you can think on two
different problems. So 5 percent should be a good basis
to go with, Bob.

(Laughter.)

MR. GILLIAM: No. The -- 1 would say it"s --
ifT that"s what you want to think about, I don"t think
anyone is opposed to --

MR. GEYER: You could use a number -- you know,
maybe ten. And we can just get a look at it and see what
that does, huh?

MR. WILSON: Well --

MR. GILLIAM: Right.

MR. WILSON: Why don®"t we just say ten and 207

Let"s look at both ten and 20. 1 think that would affect
this South Padre Island situation we have.

MR. GEYER: Well, 1 think 20 is too high.
That"s my concern.

MR. WILSON: Okay. Well, 10 percent? Because
right now, South Padre Island doesn”"t put in any local
government subsidy. And if you require that, that would
reduce the state amount accordingly.

MS. CHERRINGTON: I might mention that John is
also specifically saying local government, not --

MR. WILSON: That"s --

MS. CHERRINGTON: -—- contract revenue farebox.
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And one of the things that we"ll look at is clarifying
what that definition is given the data that"s reported to
the PTN. So we"ll do that.

MR. GILLIAM: Okay. Can I --

MR. GEYER: Now, that would be a contribution
out of their budget, not --

MS. CHERRINGTON: Right.

MR. GEYER: -- anything else?

MS. CHERRINGTON: Right.

MR. WILSON: Yes, sir.

MR. GEYER: That"s why I"m saying the 10
percent. And also, 1°d like to have you run looking at
revenue miles as 50 percent of the percentage of the --
and have the 25 percent for -- what would that be, local
investment, and 25 percent for passengers? Okay?

MS. CHERRINGTON: What about revenue miles,
Bob?

MR. GEYER: I would like to have a bigger
percentage of the -- 25 percent it is at this time?

MR. WILSON: 1It"s 33.

MR. GEYER: Right. 1 want it to be right --
it"s at 33 right now. 1I1*d like that -- run that at 50
percent and see what that would do.

MR. WILSON: On the rurals.

MS. CHERRINGTON: And that"s --
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MR. GEYER: And then the other two would drop
to 25. This is for the rural.

MS. CHERRINGTON: And what would drop to 257

MR. GEYER: Well, the passengers --

MS. CHERRINGTON: The -- both of the other two?

MR. GEYER: -- and whatever®™s spent on the
local investment.

MS. CHERRINGTON: Oh, of course. Duh. Okay.

MR. GILLIAM: Okay. While we"re on rural, 1is
there merit to considering South Padre Island in the urban
area? 1 mean all the characteristics of the system is --

MS. CHERRINGTON: They"re rural by federal
formula.

MR. GILLIAM: 1 understand that, but 1"m just
wondering if under the -- if there®s merit to think of,
you know, the state funding to be under the urban side of
it under -- you know, because it is an anomaly. Whatever
we do, we"re treating it differently. 1 mean when | say,
"Treat," that we"re trying to deal with a problem.

But their characteristics are more urban even
though they®re funded under the rural, and I"m just
wondering if we should think of that in a way of how they
could get their funding to -- under the urban side. 1
don"t know.

MR. WILSON: The only thing 1 would like to do
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if you do that is to move that from 35 to 37 percent and
63 percent, because there"s more money out of the other
small urban --

MR. GEYER: Yes. But I was --

MR. WILSON: See, what I"m thinking here --

MR. GEYER: Obviously, I™m —--

MS. CHERRINGTON: The funds that are allocated
to South Padre Island are federal and state. Now the
larger part of the money coming into distribution is
federal. They are rural by federal definition, and we
can"t change that.

MR. WILSON: Okay.

MS. CHERRINGTON: You know what I"m saying?
You®re only giving state money to urban systems, but they
are eligible for rural money under federal rural dollars.

MR. WILSON: Okay.

MS. CHERRINGTON: But 1 -- we understand your
point about taking a look at them, and we did not address
them specifically as an anomaly today. We"ll keep that iIn
mind as we -- with what we bring back next time,
absolutely.

MR. WILSON: Okay.

MS. CHERRINGTON: We are still on page 38, and
the next item is allocating additional funds above the

2004 level. And specifically, an example is the increase
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in the Federal Section 5311.

This option would be taking a look --
basically, this iIs resetting the baseline -- the system
baseline for rural, taking iInto consideration that the
federal dollars available are mucho much better than --
mucho much larger than they were when this policy was set.

MR. GILLIAM: Didn"t we use "04 as a base
because "05 was -- somehow the funding was an anomaly and
whatever and that -- and "04 was used because of that?

MS. CHERRINGTON: Well, there"s two ways to
look at baseline. You"re referring to looking at the
change from year to year for each operator. So you use
2004 to allocate the 2006.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And for -- you use 2006 for
2007

MR. GILLIAM: Yes.

MS. CHERRINGTON: The system baseline is 2004.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And that"s what you"re trying
to transition against. So it doesn®"t change.

MR. GILLIAM: Okay.

MS. CHERRINGTON: So the urban system funding
at 2004 i1s what you"re making all those transitions

against -- and the rural, as well. What"s different?
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What"s different is the federal dollars have substantially
increased for rural. And so you might reset that system
baseline for rural to 2006 -- after this change that you
propose to the Commission iIf it was approved. So we would
assume for the purpose of this analysis.

MR. GILLIAM: Okay.

MS. CHERRINGTON: Do you understand? Does that
make much sense?

MS. HALSTEAD: I1"m confused.

MS. CHERRINGTON: Okay.

MS. HALSTEAD: I wasn"t before, but 1 am now.

MS. CHERRINGTON: Oh. 1I"m sorry.

MS. HALSTEAD: If -- I mean what we have in
place now says that we"re using 2004 as a base-level year
for funding because the 2005 data was a big blip and could
not be considered to be a fair representation of
distribution. So why -- and so we go -- we skip "05. "06
was based on "04. "07 is going to be based on "06.

IT in fact you®"ve got a huge influx of dollars
for 07, why wouldn®t you use the proportions of -- for
distribution in "06 to allocate those funds?

MS. CHERRINGTON: But that"s only a change --
you"re speaking -- that applies -- your description of "07
for 06 applies to individual systems, but you still

have -- for federal rural money, you still have 13.5
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million that you distributed in 2004.

MS. HALSTEAD: Yes.

MS. CHERRINGTON: You distribute it, and you
re-assess it, and you have a new 2006 number.

MS. HALSTEAD: Right.

MS. CHERRINGTON: And some of them have more,
and some of them have less. And that"s their new 2006 for
which you allocate the 2007 --

MS. HALSTEAD: Right.

MS. CHERRINGTON: -- but you"re still
allocating only 13.5 million. But, meantime, the feds
have sent you 10 more million dollars. So you -- we"ve
got two baselines. One is the baseline in 2004 and, How
much money did you have to distribute --

MS. HALSTEAD: 13.5 --

MS. CHERRINGTON: -- that you want to get
equalized. 13.5 in that case.

MS. HALSTEAD: Right.

MS. CHERRINGTON: And that®"s not changing.
According to the current practice, that doesn®"t change.
You®re still always allocating 13.5, and every year,
you"ll have 10 more million you have to figure out what to
do with.

For the systems, each year, they compare

themselves -- Whatever 1 get in 2006 | adjust to 2007;
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what | get in 2007 1 adjust in 2008 -- but we"re all still
sharing 13.5. You"re still sharing the system baseline iIn
2004.

MR. HALSTEAD: But i1f your total number
available in "07 i1s 23.5, why are you not allocating those
dollars?

MS. CHERRINGTON: Because your current policy
iIs that any funds over the 2004 baseline are
discretionary.

MS. HALSTEAD: |1 got you. Okay. So we"re into
a discretionary fund now?

MS. CHERRINGTON: So this would say --

MS. HALSTEAD: Good deal.

MS. CHERRINGTON: This would say -- do what you
said: Reset the starting point based on 2006 after the
funds come in from the feds, because you now have in
essence an elevated floor. And then keep going at your 10
percent of the transition.

MS. HALSTEAD: Okay. 1 got you.

MS. CHERRINGTON: Only for federal, because the
state money hasn®"t changed any.

MS. HALSTEAD: Right.

MS. CHERRINGTON: And only for rural, because
they“re the only ones that get the federal money from the

state. Is that more clear as mud?
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MS. HALSTEAD: Well, it is. Again, I would
question how frequently we add start-ups. And --

MS. CHERRINGTON: Oh, that®"s the next page.

MR. WILSON: Yes. We"re getting there.

MS. CHERRINGTON: Yes. That"s the next page.

Let"s --

MS. HALSTEAD: 1"m sorry.

MS. CHERRINGTON: That"s okay. No. We-"d
like —-- let"s get one more point in.

This iIs a very good suggestion, and that is:
IT you weren"t to reset the floor -- you know, you“"re

trying to get everybody adjusted to 2004, but, hey, the
cost of living changes. So you have to -- even if you
were to stay at par, you"d be losing ground. So the other
iIs to consider an inflation index, and we"d like to look
at that and how 1t would be funded.

Okay. The next page is -- on page 39 is, Do
you want to establish a permanent discretionary fund.
Because right now, basically, the discretionary dollars
are what"s left over or what doesn®"t get spent, do you
want to actually say, There is a discretionary fund;
here®s how 1t"s funded?

John, you have a suggestion of not to do that;
on the other hand, you®ve also thought that of maybe

setting 10 percent aside to begin with. So --
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WILSON: No. I didn"t say to set 10

I think we need every dollar we can get.

I would -- 1 said that what we would do would -- if

there®s a discretionary fund, 1t would become available

after you put -- set a cap on the low side of 10 percent

and a 20 percent on the top side.

MS.

MR.

MS.

MR.
MS.
MR.
MS.
MR.
get should get
MR.

that.

CHERRINGTON: Okay.

WILSON: And whatever®s left over would be

CHERRINGTON: So that"s how you would fund

WILSON: That"s how 1 would do it.
CHERRINGTON: Okay.

WILSON: In other words --

CHERRINGTON: Okay.

WILSON: -- everybody who gets what they
what they get.

GILLIAM: Yogi Berra right here. 1 like

(Laughter.)

MS.

MR.

CHERRINGTON: John"s suggestion --

WILSON: So you would run a scenario based

on his suggestion to see what the discretionary fund would

be --

MS.

CHERRINGTON: How that -- what kind of
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money that would come up with.

MR. WILSON: Okay.

MS. CHERRINGTON: You know, Part B would be
that you have this large discretionary for rurals, because
of the federal money, if you didn"t do --

MR. WILSON: That"s right. We would --

MS. CHERRINGTON: That would be another way.
And the way that it used to be done was taking a percent
off the top.

MR. WILSON: Okay.

MS. CHERRINGTON: Okay. Now, how do you use
those funds? Here are the thoughts that we"ve heard. One
would be growing urban area or county. And that could
also be classified as new starts.

Transit intensive urban area -- and that -- you
may or may not want to use the federal definition. In
this area, that particular comes up to the border
communities.

MR. GEYER: Yes. We like that idea.

MR. GILLIAM: 1711 bet you do.

(Laughter.)

MS. CHERRINGTON: Another is to fund
coordination, and the other is capital. You know, there®s
not -- right now, all of this work is not setting aside a

permanent basis for fleet and capital purchases.
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And the other, which actually comes over in a
left-over thought, Donna, that we can put iIn here, too,
was -- you made a comment that | put in the background
awhile ago. (Perusing document.)

Oh. Change in status. That -- I guess that"s
somewhat of a new start, a change In status.

So | hear that there®s interest in
discretionary. The question is: How do you fund i1t?

MR. GILLIAM: 1 think that probably after you
run the scenario to see what"s left over and see --

MS. CHERRINGTON: Then deal with that?

MR. GILLIAM: Yes.

MS. CHERRINGTON: Fair enough.

MR. GILLIAM: I mean --

MR. GLEASON: This is Eric. One thing -- the
current rules around the discretionary fund also say it"s
a one-time investment. It"s not a -- if you®ve received
discretionary funding one year, 1t"s not built into your
base for the following year. So that tends to limit its
application, as well.

MR. GEYER: What was that, again? 1 couldn®t
quite —-- that it couldn™t be used?

MR. GLEASON: Once, Bob, receiving
discretionary funds or awards, they"re a one-time thing.

They don"t get built into your base for the following
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year.

MR. GEYER: Okay. So like for a border
community, it would just be a one-time deal?

MR. GLEASON: The way it"s currently
structured.

MR. GILLIAM: Yes.

MR. GLEASON: So if you were to turn that money
into service, you couldn®t count on getting it the
following year.

MR. GEYER: Okay. Well, in that case, that
would not be a good thing.

MR. GILLIAM: No.

Can I -- in relationship to the $13-1/2 million
cap, iIs 1t reasonable to assume that we should recommend a
change to that and should -- well, 1 mean in -- but from a
scenario -- if you ran a scenario to see i1If that -- the
extra 10 million, if you went to the formula the way
you“re talking about, is no less than 10 percent
reduction, but no more than 20 percent, to see what would
just happen, then i1t would just adjust itself based --
each year based on the federal money it has received, and
then, 1Tt you build in the inflation factor -- is that what
you®re talking about doing as far as running some
scenarios, or is that something we need to ask you to do?

MS. CHERRINGTON: [I"m not sure 1 follow.
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MR. ARNDT: I understand that. And absolutely,
that would allow you to see what kind of discretionary pot
that kind of scenario would generate.

MR. GILLIAM: Well, 1t gets away from the
comment that he just mentioned --

MR. ARNDT: Right. Exactly.

MR. GILLIAM: -- and that Eric did. And --

MR. ARNDT: Because they could rely on that
funding if you reset that.

MR. GILLIAM: Yes.

MS. CHERRINGTON: Oh. Okay. |1 see what you"re
saying.

MR. GILLIAM: 1I"m just trying to look at a way
of making i1t simple but, also, allow some growth. But if
you added -- because if -- you"re going to be discouraged
from adding service If you"re not going to be able to get
the continued money.

MS. CHERRINGTON: Oh, absolutely.

MR. GILLIAM: And --

MS. CHERRINGTON: You know that you®re going to
see negative for a long time, you®"re not going to --

MR. GILLIAM: And it"s going to affect what
you"re trying to do. So I1"m looking for a way that it has
a simple formula, still provides the discretionary, but

also allows the system to do what they need to do to
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respond to their community.

Donna?

MS. HALSTEAD: The 65/35 split was calculated
without an assumption of a $13-1/2 increase in federal
money. So does it merit consideration that we would for
one or two years, or whatever period of time we
anticipating getting those funds, revisit that specific
split to put a larger percentage of the state dollars into
small urban, where we are partly doing it?

MR. WILSON: Of course, 1 would favor that.
But, again, 1 --

MS. HALSTEAD: John, I was asking Linda, not

you.

MR. WILSON: Oh.

(Laughter.)

MS. CHERRINGTON: But, putting on your broader
hat -- the broader brim on your hat --

MR. WILSON: We have increased -- okay. The
reasons for that? First of all, yes, the rural people are
getting more federal dollars, about 10 million, this
year -- maybe anywhere between 9- and 10 million.

The small urbans increased by three additional
systems this year without any additional funding. And
that meant everybody had to take some order of hit, and

probably some people took more of a hit than necessary.
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But we did have it limited to 10 percent. So there are
some good --

MR. GILLIAM: But the formula I don*"t -- of
35/65, 1Tt I recall, was not really generated around how
much federal money or whatever. 1 think It"s sort of a
formula that has been --

MS. HALSTEAD: No. That"s state money.

MR. GILLIAM: Yes. 1t has been sort of carried
over for -- from previous years of allocation. And I
think 1t has some historical --

MS. HALSTEAD: And I don"t -- 1 understand it.

MR. GILLIAM: Yes? Okay.

MS. HALSTEAD: And I"m not asking if you change
the picture long term.

MR. GILLIAM: Right.

MS. HALSTEAD: I"m talking about a fairly short
window of time here in which we have a windfall that
probably cannot be absorbed by the rural systems.

MR. GEYER: AIll right. Well, I think you ought
to let us speak to that effect.

MS. HALSTEAD: 1"m asking the question, Bob.
I"m not saying that i1t"s definitely the case, but what I™m
saying is if you®"ve been getting 10 million and suddenly
you“re getting 23-1/2 million, does it make sense for that

short period of time, two years or whatever, to adjust the
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65/35 to a 60/40? And 1 don"t know.

MR. WILSON: Why don"t we just have a scenario
run on that, maybe 37/63 or --

MR. ARNDT: Let"s do --

MR. WILSON: -- a scenario on --

MR. ARNDT: -- 60740 just because that --

MR. WILSON: 607407

MR. ARNDT: If you do --

MR. WILSON: Yes. Let"s just do 60/40. That"s

MR. ARNDT: We can see what difference it
makes.

MR. GILLIAM: Yes.

MR. WILSON: 1"m not advocating that; 1 just --
I think we want to see it. That"s what Donna was saying.

MS. HALSTEAD: 1 would hate for us to have to
send a bunch of money back to D. C. because we couldn®t
use 1t.

MR. GILLIAM: It won"t happen.

MR. WILSON: No. It won"t happen.

MR. ARNDT: Well, the other side of that, of
course, Donna, iIs the money that"s not spent would roll
into a discretionary fund.

MR. GILLIAM: Yes.

MR. ARNDT: | mean the alternative would
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HALSTEAD: But it"s a discretionary fund

to rurals --

ARNDT: Right.

HALSTEAD: -- because the money could only
And what I"m looking for is a way to --
ARNDT: To help the urbans?

HALSTEAD: -- provide greater

ARNDT: Right.

HALSTEAD: -- with the state dollars.
GILLIAM: Okay. You"ve got --
CHERRINGTON: Okay.

GILLIAM: Any other questions?
CHERRINGTON: The --

GILLIAM: Okay. Move on.

CHERRINGTON: Actually, our last slide was

looking at some formal scenarios that we wanted to

suggest. And 1 had intended to try to keep up, and I may

have. One of which, of course -- we"ll do the baseline,

because we want to always see, What are the results

compared to what i1t would have been i1If you hadn"t changed

anything.
MR.

MS.

GILLIAM: Sure.

CHERRINGTON: The next is to modify the
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baseline -- and this was to reconcile the urban systems --
and, secondly, to evaluate urban tiers. And we"ll do
that.

MR. GILLIAM: Okay.

MS. CHERRINGTON: And then the next is -- we
had suggested applying the rural performance indicators to
urban. We®"ve also had a suggestion that we -- John gave
a specific suggestion on a different set of performance
indicators for urban. And Bob gave us another one with a
specific set of indicators or -- a separate weighting for
rural.

Now, one of the things that we ask. And John
beat us to the punch. And that"s actually adding an
indicator for the service effectiveness.

MR. GILLIAM: Okay.

MS. CHERRINGTON: The next is to evaluate rural
tiers, and 1711 make a note specifically to look at
addressing South Padre Island as an anomaly.

MR. GILLIAM: Okay.

MS. CHERRINGTON: The next is to test the
impacts of 50 percent need/50 percent population. And,
again, we can come back to phasing, but what would that
be?

Next is to evaluate transition assumptions with

respect to the cap for adjustments minus ten. This 1is
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perhaps spreading out the transition phase, putting a cap
on 20 percent, those -- that kind of -- and analyzing what
that might be.

Revising the rural base year to reset i1t for
2006: That should be for federal only.

And then | just heard that we want to take a
look at a split --

MR. ARNDT: 60/40, just to see what the impact
would be --

MS. CHERRINGTON: The state money, at 60/407

MR. ARNDT: Right.

MS. CHERRINGTON: 60 rural/40 urban?

MR. ARNDT: Yes.

MS. CHERRINGTON: Okay.

Now, I know that you all also gave to us a few
other tweaks, and we"ll catch those. But | believe that
those are the major ones. 1 -- there were several other
questions: How does this -- what is the result, and how
does this affect X, Y, Z. And we"ll get that, but 1
believe that we"ve caught the major ones here. (Perusing
document.)

Yes, | believe so.

Now, so our plan would be, first of all --

And to everyone on the phone, if you have

additional thoughts, if you can, e-mail them to us in the
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next day -- let"s just say by the end of business no
Tuesday -- then we can get them in our analyses. But
we"ve got to roll to have these ready to -- for you all to

look at next week.

MR. GILLIAM: Yes.

MS. CHERRINGTON: And our plan --

MR. GEYER: Linda, could you send those out
that you just went over -- e-mail all those?

MS. CHERRINGTON: Absolutely. 1711 do that
this afternoon.

MR. GEYER: Great.

MS. CHERRINGTON: Yes. And 171l ask for any
additional impact by tomorrow afternoon. And then our
plan is, again, in some methodical way to present to you
all next week: Here®s what you asked us to take a look
at; here"s the results. And then we"ll do some
comparisons.

MR. GILLIAM: Okay.

MR. KILLEBREW: Linda?

MR. GILLIAM: Bobby?

MR. KILLEBREW: 1I"m sorry. This is Bobby. 1
just want to clarify on the very last slide of the
handout. The date for the meeting is -- should be the
19th, and not the 18th. Just so that no one"s changing

their calendar all of a sudden.
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MS. CHERRINGTON: Yes. Thank you very much.

MR. GILLIAM: Any comments or questions?

(Pause.)

MR. GILLIAM: Any other business?

(Pause.)

MR. GILLIAM: Do I have a motion to adjourn?

MR. WILSON: So moved.

MS. HALSTEAD: Second.

MR. GILLIAM: All in favor?

(A chorus of ayes.)

MR. GILLIAM: Thanks to all of you. And the
next meeting iIs the 19th at 9:30.

Will it be in this same location here?

MS. MAYLE: No. 1It"s across the street, iIn
150.

MR. GILLIAM: 1In 150. So Building 150.

Thanks to everyone, and have a great day.

(Whereupon, at 12:45 p.m., this meeting was

concluded.)
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