COLORADO

Department of Transportation

Division of Transportation Development
Multimodal Planning Branch

4201 E. Arkansas Ave, Shumate Bldg.
Denver, CO 80222

DATE: May 19, 2016

TO: Transportation Commission

FROM: Debra Perkins-Smith, Director, Division of Transportation Development
SUBJECT: Road Usage Charge (RUC) Activities

Purpose

To provide an overview of current CDOT Road Usage Charge (RUC) activities.

Action
Informational Item.

Background
CDOT is engaged in several activities to prepare for the possibility of future implementation of a RUC as an

alternative revenue mechanism, including participation in the Western Road Usage Charge Consortium (WRUCC), a
potential multi-state RUC grant, and a planned CDOT RUC Pilot Program

Details

The WRUCC is a multi-state research consortium of western state DOTs. Participation is voluntary and states work
together to undertake collaborative research into systems and policy development of a potential new
transportation funding method that would collect a RUC from drivers based on actual road use. CDOT has been a
member of WRUCC since 2014. Member states include: Arizona, California, Colorado, Hawaii, ldaho, Montana,
Nevada, New Mexico, North Dakota, Oklahoma, Oregon, Texas, Utah and Washington.

On March 22", 2016, FHWA released a solicitation for proposals on the FAST Act Surface Transportation System
Funding Alternatives (STSFA) grant program. The STSFA grant program’s purpose is to provide grants to States to
demonstrate user based alternative revenue mechanisms that utilize a user fee structure to maintain the long-
term solvency of the Highway Trust Fund. The STSFA grant program is only available to States, or groups of States,
and requires a State DOT to be the lead for purposes of receiving funds.

The WRUCC intends to pursue FAST Act funding to develop and implement a multi-state per-mile charge pilot
research program. The Notice of Funding Opportunity (NOFO) identifies the following parameters that shape this
proposal:

e Two grant cycles are certain: FY 16 and FY 17 (may award remaining funds for FY 18 - FY 20)

o Allowable activities vary between these grant cycles: pre-development activities, with expectation of

implementation in 18 months, are only fundable in FY 16

Therefore, the WRUCC approach is to apply for pre-development funds in FY 16 and pilot implementation funds in
FY 17.

Due to political realities, WRUCC is allowing for variability among individual states in terms of their level of
involvement and financial commitment for the FY 16 application. States can elect to participate in system
definition work only (i.e. develop concept of common operations; develop common system, business and interface
requirements and rules; coordinate with private sector) or system definition and project planning (i.e. develop
regional pilot communications and outreach plan; develop regional pilot evaluation and outcome reporting plan;
develop regional pilot oversight and management plan; identify regional pilot procurement approach and develop
documents; and refine regional pilot implementation scope).

Oregon or California will be the lead applicant and will be submitting the application. Six of the 14 WURCC states
have chosen to participate in FY 16 system definition work only, and three have chosen to participate in both
system definition activities and project planning. One additional state, Texas, is submitting a letter of support.
CDOT has elected to participate in both system definition activities and project planning. This includes a financial

8 Information Only - Page 1 of 4



commitment of in-kind staff time and $200,000 in state funds. CDOT’s significant role in these activities is
emblematic of its goal of becoming the best DOT in the country.

CDOT is also making preparations for the launch of its own RUC Pilot Program. The pilot will take a small group of
road users through the full arc of RUC activities, including creating an account and registering vehicle(s) with an
account manager, selecting a mileage reporting option (odometer reading, GPS-enabled Mileage Reporting Devices
(MRD), or non-GPS MRD), installing a MRD, reporting mileage on a periodic basis for four months, receiving
invoices, and submitting mock payments. A workshop and periodic briefings on the pilot program will be held with
the Commission in the future.

Next Steps

e Participation in preparation of grant application
e Internal kick-off of CDOT RUC Pilot Program in late May
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COLORADO
Department of Transportation

Division of Accounting and Finance

4201 East Arkansas Avenue, Room 262
Denver, CO 80222

MEMORANDUM
TO: TRANSPORTATION COMMISSION
FROM: DAVID SPECTOR, DIRECTOR OF HIGH PERFORMANCE TRANSPORTATION ENTERPRISE
CC: MARIA SOBOTA, CHIEF FINANCIAL OFFICER
DATE: MAY 19, 2016
SUBJECT: HPTE UPDATE ON THE DEVELOPMENT OF FISCAL YEAR 2016-17 SCOPE OF WORK
Purpose

To brief the Transportation Commission (TC) on the Fiscal Year (FY) 2016-17 scope of work (SOW) that will
be performed by the High Performance Transportation Enterprise (HPTE).

Action

This item is informational only and no TC action is required in May. Approval of the Fee for Service Intra-
Agency Agreement (IAA), including an updated SOW, between the Colorado Department of Transportation
(CDOT) and the High Performance Transportation Enterprise (HPTE) for FY 2016-17 will be sought in June.

General Background on the CDOT-HPTE Fee for Service Intra-Agency Agreement:

While the majority of I1AA’s between CDOT and HPTE are for allocating the rights and responsibilities on
specific shared construction projects, 1AA’s also document the terms of the overall business relationship
between CDOT and HPTE. This type of IAA includes the process by which HPTE is able to recoup the fair
market value of the services it provides to CDOT in an exchange transaction.

In recognition of the specialized nature of the expertise and services HPTE provides to CDOT, CDOT pays
HPTE through a fee for service IAA. As part of this IAA, the services that are to be provided by HPTE to
CDOT and the value being compensated for each are detailed in a scope of work for that upcoming fiscal
year. The value of the services provided must correspond with the HPTE FY 2016-17 budget that the TC
approved in March, 2016. The scope of work outlines tasks that generally fall into categories linked to the
stage of development of the various HPTE projects.

The review of the SOW and timing for approval of the FY 2016-17 IAA is currently dictated by the original
two-year SOW agreement between CDOT and HPTE, which was agreed to prior to (FY) 2015-16. Starting in
(FY) 2017-18, HPTE’s budget and scope of work development process will proceed along the same
timeline.

Scope of Work Details
An overview of key areas that CDOT has tasked HPTE with in FY 2016-17 are:

e Lead all project development work for the US36 Managed Lanes/Bus Rapid Transit Project,
including oversight of operations and maintenance work to ensure compliance with performance
requirements and general oversight and management of the concession agreement with Plenary
Roads Denver (PRD).

e Lead all aspects of the project procurement process for the Central 70 project including,
meeting with proposers, evaluating proposals and reaching commercial and financial close.

e Lead project development work for the C-470 Express Lanes Project including securing a TIFIA
loan and Private Activity Bonds (PABS), working with legal counsel and partnering with E-470 on
installation and testing tolling equipment.
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e Coordinate with CDOT on project development efforts for the 1-25 North corridor, including the
implementation of tolling strategies for Segment 3 as well supporting feasibility studies and a
potential commercial loan for Segments 7 and 8.

e Coordinate with CDOT on all public outreach and education for P3 and managed lane projects.

NOTE: In connection with SB 16-123 being postponed indefinitely, CDOT and HPTE agreed to implement
changes to allow HOV only Express Lane users and motorcycles to travel for free in HOV Express Lanes
(“HOV Changes™). HPTE will lead implementation of this effort for CDOT. However, this task is excluded
from the fee for service agreement because it occurred after approval of HPTE’s FY 2016-17 Budget. HPTE
and CDOT acknowledge that implementing these procedural changes will result in additional work for
HPTE, and that budget requests and fee for service scope revisions will be accommodated as this work is
performed.

Key Policy Considerations

e The fee for service model describes the business relationship between HPTE and COOT and
enables HPTE to recoup the fair market value of its services to CDOT in an exchange transaction.

e The fee for service TABOR enterprise model has recently been validated by the Colorado
Attorney General’s Office in a legal opinion discussing the hospital provider fee.

e Documents the necessary contractual obligations between CDOT and HPTE.

e Approval of the IAA will reinforce the mutually beneficial partnership between CDOT and HPTE
and fairly compensates HPTE for the value it provides to CDOT.

Beginning in FY 2017-18, the fee for service agreement will be considered and presented at the same time
as HPTE’s budget.

Commission Options/Decision Matrix

1) Staff Recommendation: Review and acknowledge the memo. Staff will present the final scope
of work and Fee for Service Agreement for Commission approval in June.

2) Review the memo, but with instructions to add scope of work for particular projects or
programs. Staff would revise the scope and return with a revised scope and increased budget
supplement in June.

3) Review the memo, but with instructions to eliminate scope of work for particular projects or
programs. Staff would revise the scope and return with a revised scope and decreased budget
supplement in June

Next Steps
1. InJune the TC will be presented with a finalized scope of work and be asked to review and

approve an updated Fee for Service Intra-Agency Agreement (IAA) between the Colorado
Department of Transportation (CDOT) and the High Performance Transportation Enterprise
(HPTE) for FY 2016-17.

2. Once the impacts of the HOV Changes are understood, staff will return with an update to the fee

for service scope of work and FY 2016-17 budget to account for the impact of implementing the
HOV Changes.
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