


More specifically. Petitioners seek an expedited declaration that (i) the City is authorized
to levy and collect taxes at the increased rate approved by the voters in Proposition A: (ii) the City
is authorized. subject to appropriation. to pay the Proposition A tax revenue to ATP pursuant to an
interlocal agreement (the ~Contract Revenue Pavments™): (iii) the Contract Revenue Paviments are
the property of ATP. and ATP is authorized to pledge the Contract Revenue Payvments as security
for repavment ot its bonds and other obligations: and (iv) ATP is authorized to spend the Contract
Revenue Pavments and the proceeds of its bonds and other obligations for the voter-approved
purpose ot funding a high-capacity transit svstem in Austin.

Chapter 1205 requires the Court, upon receipt of this original petition, to “immediately
issue an order” that sets this matter for trial “at 10:00 a.m. on the first Monday after the 20th
day after the date of the order.”

I. DISCOVERY

l. Petitioners intend to conduct discovery. if at all. under the requirements ot Texas
Government Code Section 1205.064.

II. JURSIDICTION & VENLE

2. This Court has jurisdiction over this proceeding under Texas Government Code
Section 1205.021. and venue is proper in Travis County pursuant to Texas Government Code
Section 1205.022.

III. PARTIES
3, ATP is a public non-profit local government corporation ot the State of Texas
created by the Citv and Capital Metro pursuant to Chapter 431. Subchapter D of the Texas
Transportation Code ("Subchapter D). as amended. and to the extent required by Chapter 394.

Subchapter D of the Texas Local Government Code. as amended. ATP’s principal office is located
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in Austin. Travis County. Texas. As a local government corporation. in addition to the powers

under Subchapter D. ATP has the powers of a transportation corporation created by the Texas

non-profit corporation under Chapter 22 ot the Texas Business Organizations Code. Subchapter D
also authorizes ATP to issue bonds and notes under any power or authority available to a local
government corporation. including Chapters 1201 and 1371 of the Texas Government Code. ATP
is an “issuer” of public securities within the meaning of Government Code Section 1203.001.

4. The City of Austin is an incorporated home-rule municipality of the State of Texas
that derives its power trom the Texas Constitution. While the Cityv has territory in Havs. Travis.
and Williamson. Counties. the Cityv’'s principal otfice is located in Travis County. The City may
exercise and enjov all municipal powers. functions. rights. privileges. immunities. and franchises
of everv name and nature. and is subject to all duties and obligations now pertaining to or
incumbent upon the City as a home-rule municipality. The City is a sponsor of ATP pursuant to
the provisions of Subchapter D.

s Attorneyv General Ken Paxton (“Attorney General™) will be served in accordance
with Government Code Section 1205.042. A copy of this petition. attached exhibits. and the order
are to be served on the Attorneyv General betfore the twentieth (20th) day before the trial date. or
the Attorneyv General may waive formal service. TEX. GOV'T CODE § 1205.042(b). The Attorneyv
General may be served at 209 W 14th Street. Austin. Texas 78701. or wherever he may be found.

6. This Chapter 1203 action is. by statute. an /17 rem proceeding and also a class action.
All persons who reside within the territory of the Citv: who own property located within the
boundaries ot the City: who are taxpayvers of the City: or who have or claim a right. title. or interest

in any property or money to be aftected by the authorization or the issuance of the public securities
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in this action is binding upon all such Interested Parties. Any Interested Party may become a named
party to this action by tiling an answer to this petition on or before the time set for trial. or thereatter
by intervention with leave of court.

7. Section 1205.041 of the Government Code prescribes how notice must be provided
to Interested Parties. This prescribed notice requires a general description of the petition but is not
required to contain the entire petition or any exhibit attached to the petition. though it must advise
Interested Parties of their right to appear for trial at 10:00 a.m. on the tirst Monday after the
twentieth (20th) dayv after the date ot the order and show cause why the petition should not be
granted and the public securities or authorization validated and contirmed.

IV. BACKGROUND

Al The City starts planning for high-capacity transit.

8. Austin is the tenth-largest cityv in the United States. and it is no secret that the City
has been long plagued by traftic congestion and mobility issues. Beginning in 2016. in an effort to
address the concerns of its residents. the City began developing a comprehensive. ambitious. and
transformative multi-modal transit svstem and related public improvements that would eventually
become known as “Project Connect.”™ Project Connect is a vision for a comprehensive regional
transportation svstem that seeks to enhance mobility and deliver transit solutions throughout the
City.

9. Project Connect includes (i) acquiring. planning. designing. tinancing. developing.
constructing. equipping. and commissioning a light rail svstem (the “Light Rail Components™).
(i) the expansion of existing heavy rail service. rapid bus service. express bus service. on-demand

transit service. park-and-ride facilities. transit centers. and related right-ot-way improvements (the
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“Capital Metro Components™). (ii1) dedicated funding for anti-displacement measures. equitable
transit-oriented development. and (iv) customer technology improvements.

10. In early 2019. the City and the Capital Metro publicly unveiled Project Connect.
and on June 10. 2020. the Citv Council of the City (~City Council™) adopted Resolution
No. 20200610-002. which amended the Citv's strategic mobility plan to include the “Project

Connect System Plan.” an overview of the project at the preliminary design phase.

B. In 2020, voters overwhelmingly approved Proposition A and Project
Connect.
I1. On August 12. 2020. the City Council adopted an election ordinance. ordering a

-

special election to be held in the Citv on November 3. 2020 on a proposition for the voters to

authorize an increase to the Cityv's tax rate tor the purpose of funding Project Connect (*"Proposition

-

A”). Proposition A appeared on the November 3. 2020 ballot in the following form. and was

prepared to permit voting “for” or "against” the proposition:

Approving the ad valorem tax rate ot S0.3333 per S100 valuation in the City of
Austin for the current vear. a rate that 1s S0.0873 higher per S100 valuation than the
voter-approval tax rate of the City of Austin. for the purpose of providing funds tor
a citvwide traffic-easing rapid transit svstem known as Project Connect. to address
traftic congestion. expand service for essential workers. reduce climate change

health care. jobs and the airport: to include neighborhood supportive aftordable
housing investments along transit corridors and a fixed rail and bus rapid transit
svstem. including associated road. sidewalk. bike. and street lighting
improvements. park and ride hubs. on-demand neighborhood circulator shuttles.

Capital Metropolitan Transportation Authority. expending its funds to build.
operate and maintain the fixed rail and bus rapid transit syvstem: the additional
revenue raised by the tax rate is to be dedicated by the Cityv to an independent board
to oversee and finance the acquisition. construction. equipping. and operations and
maintenance of the rapid transit svstem by providing funds for loans and grants to
develop or expand transportation within the Citv. and to tinance the transit-
supportive anti-displacement strategies related to Project Connect. Last vear. the ad
valorem tax rate in the City of Austin was S0.4431 per S100 valuation.
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associated Implementation Sequence Plan. require modification. such action may be taken onlyv
upon the joint occurrence of City Council and the Capital Metro Board.™).

D. In accordance with state public finance laws and as contemplated by the
City’s voters, ATP now seeks to issue bonds to fund a portion of the Light
Rail Components of Project Connect.

rate in the City ot Austin and dedicate the additional revenue (the “Proposition A Revenue™) to
ATP to independently tfinance and implement Project Connect. In August 2021. the Citv and ATP
entered into an interlocal agreement ("Funding Agreement™) whereby the City agreed to pay the
Proposition A Revenue to ATP to accomplish the Cityv's governmental purposes. namely to
implement portions of Project Connect. The Funding Agreement was amended and restated in
February 2024 to address potential issues raised by the Texas Attorneyv General's Office in May
2023.

24 Pursuant to the Funding Agreement. the City agreed to payv annually. subject to

Payvments™). and ATP made clear that it would use the Contract Revenue Pavments solely for the
accomplishment of the Citv’'s governmental purposes of implementing Project Connect. The

Contract Revenue Pavments are ATP’s primary source of funding for Project Connect.

2
h

On February 16. 2024. ATP’s Board of Directors adopted a Bond Resolution

approving various financing documents (the “Financing Program™). including a Master Trust

initial series of obligations issued pursuant to the Financing Program entitled ~Austin Transit
Partnership Local Government Corporation Senior Lien Contract Revenue Bonds. Series 20247 in
an aggregate principal amount not to exceed S130.000.000 (the Initial Bonds™) to pay and

reimburse for costs ot the Light Rail Components. The Bonds will be secured by a pledge ot the
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Contract Revenue Pavments received from the Citv under the Funding Agreement. and will be
ATP’s principal source of repayvment for the Initial Bonds and all other obligations issued pursuant
to the Financing Program.

E. Opponents are tryving to derail Project Connect.

26. Certain individuals have sued City Council members and members of the ATP
Board of Directors in an etfort to stop Project Connect (Cause No. D-1-GN-23-008103. stvled
Dirne Martin's et al. v. Mavor Kirk Watson, et al.. in the 435th District Cowrt. Travis County).
According to those litigants. the financing structure for the Light Rail Components creates an
unconstitutional “debt.” as that term is used in Texas law. Notwithstanding that voters entrusted
the City with the discretion to modity Project Connect as necessary. the plaintifts also assert that
the financing structure is invalid because the Cityv allegedly violated its contract with the voters by
moditving Project Connect. The plaintitts seek to enjoin the City from assessing. collecting. and
appropriating Proposition A Revenue. They further seek to enjoin ATP from spending the Contract
Revenue Pavments on the Light Rail Components or any bonds.

27. Thus. the Dirnv Martin s lawsuit is a direct challenge to the validity ot the Funding

Agreement. the Initial Bonds. and the Financing Program. Nonetheless. this bond validation action

a matter to be adjudicated™ in this lawsuit. TEX. GOV'T CODE § 1205.025(4). And this Cowrt may
consolidate any other proceeding with this action. /d/. at § 1205.061(b). The Citv and ATP have or
will notifv counsel for those litigants of this proceeding.
V.STATUTORY ALLEGATIONS
28. Petitioners incorporate the facts stated in the preceding paragraphs herein.
Additionally. Petitioners make the following allegations as required by Texas Government Code

Section 1205.024.
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Al The City has authority to levy and collect the Proposition A Revenue.

29. Texas Tax Code Section 26.07 requires an election when a municipality of more
than 30.000 adopts a tax rate that would exceed the municipality’s voter-approval tax rate (the
calculation of which is dictated by Tax Code Section 26.04). According to Section 26.07. when
seeking approval to adopt a tax rate that exceeds the voter-approval tax rate. a municipality must
describe the purpose for the tax increase proposed to the voters. Section 26.07 does not place
substantive restrictions on the purposes for which a municipality may seek voter approval for a tax
rate increase. Proposition A clearly described the purpose for which the tax would be used.
specifically. “for the purpose of providing funds for a citvwide traftfic-easing rapid transit svstem
known as Project Connect.” The voters overwhelmingly voted to adopt a tax rate that exceeded
the voter-approval tax rate in order to provide funds for Project Connect. Accordingly. because the
City lawtully obtained voter approval under Section 26.07. the City’'s levy and collection of the
Proposition A Revenue for the creation. operation. and maintenance of a high-capacity transit
svstem within the Cityv is a lawtul use of maintenance and operations tax revenue under Chapter
26. the Citv’'s Home Rule Charter. and the Funding Agreement.

B. The City has authority to transfer the Proposition A Revenue to ATP.

30. The City may enter into an interlocal agreement with a local government
corporation to perform governmental functions. See generallv. TEX. GOV'T CODE § 791.011: see
also TEX. TRANSP. CODE § 431.105. Such intergovernmental agreements are subject to
constitutional requirements ot Article XI. Section 3 of the Texas Constitution. placing limits on
the authority of political subdivisions to incur pecuniary obligations. The Citv Council approved
the Funding Agreement. committing to payv the Proposition A Revenue to ATP annually. subject

to appropriation. to accomplish the City’s governmental purposes. namely to implement Project
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appropriation and may be terminated at the end of any fiscal vear. The Funding Agreement
therefore does not create an unconstitutional “debt™ within the meaning of Article XI. Section 3 of
the Texas Constitution. "

C. Texas law authorizes entities like ATP to issue bonds and notes secured by
contract revenues to finance capital improvements.

31. ATP is a governmental unit of the State of Texas. duly created. organized and
validly existing under the laws of the State of Texas. TEX. TRANSP. CODE § 431.108(a) (A local

government corporation is a governmental unit as that term is used in Chapter 101. Civil Practice

bonds and notes to carry out its purpose under any power or authority available to the corporation.
including Chapters 1201 and 1371 of the Texas Government Code. /d. § 431.070: see also Id. §
431.101(b) (A local government corporation has the powers of a corporation authorized for

creation by the commission under this chapter.™).

OS]

2. Asalocal government corporation created under Subchapter D. ATP is authorized

forth in its articles of incorporation and byvlaws. /d.§ 431.101(a). ATP’s Articles of Incorporation.
approved by City Council and the Capital Metro Board of Directors. expressly authorize and

empower ATP to implement Project Connect and the Austin Light Rail Implementation Plan. and

“ See City of Austin Resolution No. 20240213-044 (adopted Feb. 15.2024)

* A contract which runs for more than one vear is a commitment only of current revenues. and o is not a
“debt” if it reserves to the governing body the right to terminate at the end of each budget period.” Tex. A’y Gen. Op.
No. KP-0444 at4-5 (May 20. 2023). cciting Cinv-Cnry. Solid Waste Control Bd. v. Cap. Citv Leasing. Inc.. 813 S.W.2d
705,707 (Tex. App.—Austin 1991, writ denied)). The Texas Attorney General concluded that the original interlocal
agreement between the City and ATP was an impermissible pecuniary obligation within the meeting of Art. XL
Section 3 because the contract was not subject to termination and the City would be in breach of the agreement if it
did not pay the Project Connect Revenue to ATP. However. these issues were rectified by the Citv and ATP by their
adoption of the Funding Agreement. which supersedes and replaces the original interlocal agreement.
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more particularly. to “issue bonds. notes and other debt obligations as necessary for the

accomplishment of the implementation of Project Connect.”™"!

D. ATP has authority to pledge its revenues as security for its bonds and notes
issued to finance capital improvements.

(OS]
OS]

ATP has all statutory authority under Chapters 1201 and 1371 of the Texas
Government Code to issue bonds. The Contract Revenue Pavments received by the City under the
Funding Agreement are the revenues of ATP within the meaning of Section 1201.044 of' the Texas
Government Code. As explained above. the ATP Board of Directors dulyv adopted the Bond
Resolution. which included authorization for ATP to finalize and enter into a master trust
agreement (the ~Master Trust Agreement’) and a first supplemental agreement (the “First
Supplement™) substantially in the torm attached to the Bond Resolution (collectively. the “Trust
Agreement ). The Bond Resolution also authorizes the pledge of the Contract Revenue Pavments
received pursuant to the terms ot the Funding Agreement. as security for the repavment of the
Initial Bonds and future obligations (including bonds. notes and other obligations) issued pursuant
to the Financing Program. The Bond Resolution and the Trust Agreement are attached tfor all
purposes as Exhibit A. ATP's pledge of the Contract Revenue Paviments pursuant to its Trust
Agreement and Financing Program is valid and etfective without any turther action of the issuer.
See TEX. GOV'TCODE § 1201.044(a)(1). The Initial Bonds will be issued in an aggregate principal
amount not to exceed S130.000.000. As provided in the Master Trust Agreement. the Financing
Program initially establishes that the aggregate principal amount of obligations outstanding under
the Master Trust Agreement may not exceed S3 billion. The actual interest rate on the Initial Bonds

will be set based on market conditions at the time ot their sale. The interest rate on the [nitial Bonds

© Amended and Restated Articles of Incorporation of The Austin Transit Parmership Local Government
Corporation. Article IV (adopted Feb. 16. 2024).
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may not exceed the maximum rate authorized by law. which pursuant to Section 1204.006 of the
Government Code is a net effective rate of 13%.

E. Modification of the Project Connect System Plan does not undermine the
City’s authority to proceed with Project Connect as contemplated.

(OS]

4. The opponents who seek to derail Project Connect have argued that the City no
longer has the statutorily required voter authorization to assess. collect. and transfer the Proposition
A Revenue as described above. This is wrong. When voters are asked to approve a cityv's financial
undertakings in an election. as was done here. Texas courts recognize that the terms of the election
ordinances become a “contract with the voters.” Op. Tex. Att'y Gen. No. GA-0136. at 6 (2004)
(citing Black v. Strengrh. 246 SW. 79. 79 (Tex. 1922): Fletcherv. Eh. 33 S’W.2d 817. 818 (Tex.
Civ. App.—Amarillo 1932, writ ret'd)). "[T]he proceeds ot bonds voted by the people must be

expended for the purposes tor which theyv were voted.”™ Lewis v. Cinv of Forr Worth. 126 Tex. 438.

with its contract with the voters.

35, Additionally. Texas law provides that. where a governing body reserves the
discretion to make changes to a voter-approved project. elected ofticials are free to make changes
according to their honest judgment and discretion. right v. dllen. 37 S.W. 980. 986 (Tex. Civ.
App.—Dallas 1923, writ ref"d). In the Companion Resolution. the City expressly reserved a right
to modify the Project Connect System Plan upon the joint concurrence of City Council and the
Capital Metro Board of Directors. See Companion Resolution. Due to the drastic changes in the
local and national economic environment and other developments discovered during design
development. the original Project Connect Svstem Plan presented to voters needed to be revised.
and City Council. in joint concurrence with the Capital Metro Board of Directors. exercised its

duly reserved discretion to revise it. It did this only after it expressly reserved the discretion to
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modify the Project Connect System Plan. and ATP. on behalf of the Cityv. engaged in a robust
community engagement process before exercising that discretion by adopting the Austin Light
Rail Implementation Plan.
VI. PRAYER

WHEREFORE. PREMISES CONSIDERED. Petitioners pray as follows:

36. That the Judge of this Honorable Court make and issue an order in general terms in
the torm of a notice directed to all interested parties including the Attornev General in accordance
with Texas Government Code Section 1205.041-.044. requiring. in general terms and without

naming them. all such persons and the Attornev General to appear for hearing and trial at 10:00

order and show cause why the pravers of this petition should not be granted and the legal rights of
the Petitioners and the proceedings of the Bonds be validated and confirmed as herein praved:

37. That notice of this suit be published and served in accordance with law and that in
the event the Attorneyv General does not waive service of citation. that the Clerk ot this Court shall
cause a copyv of said order and this Petition. including all exhibits hereto. to be served upon the
Attorneyv General in the manner and within the time as provided by Texas Government Code
Section 1205.042:

38. That a dayv certain be set for the hearing of this cause in accordance with the
provisions of Texas Government Code Section 1205.063 and. it necessary. trial be continued but

not reset:

OS]

9. That upon a tinal hearing. this Honorable Court enters judgment declaring and

establishing the following:
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A. That the Petitioners are authorized to bring this suit. that the Court has jurisdiction
over the parties and subject matter thereof. that all requirements of due process have been met in

citing and giving notice to all possible challengers. opponents. and contestants to the legal

described in Proposition A. the authority ot ATP to issue obligations from time-to-time pursuant
to the Financing Program. including the Initial Bonds. and that there is a justiciable controversy
over which the Court has jurisdiction under Texas law to adjudicate in this declaratory judgment
suit:

B. That the Citv is authorized. pursuant to its contract with the voters established with

in Proposition A:

C. That the City is authorized. pursuant to its contract with the voters. to payv. subject
to appropriation. the Proposition A Revenue to ATP pursuant to the Funding Agreement. which is
validated for the voter-approved purpose:

D. That the Contract Revenue Pavments are the property of ATP. and ATP is
authorized to pledge the Contract Revenue Pavments as security tor repavment ot the Initial Bonds
and other obligations pursuant to the Master Trust Agreement. as supplemented. and the Financing
Program:

E. That ATP is authorized and required to spend the Contract Revenue Payvments for
implementing Project Connect. including the Light Rail Components as currently set forth in the
Austin Light Rail Implementation Plan:

F. That the Initial Bonds and any other obligations authorized by the Financing

Program. when issued and executed pursuant to the requirements provided by law. including

ORIGINAL PETITION FOR EXPEDITED DECLARATORY RELIEF PAGE 16




approval by the Attornev General and filing with the Comptroller of Public Accounts. will
constitute valid and incontestable obligations. enforceable according to their terms:

G. That each public security authorization undertaken with respect to the Bonds was
legal and valid:

H. That ATP is authorized to issue from time-to-time and use the proceeds of any
bonds. notes. or other obligations issued pursuant to the terms of the Master Trust Agreement. as
supplemented. and the Financing Program authorized by the Bond Resolution for financing or
reimbursing the cost of acquiring. designing. constructing. and implementing of the Light Rail
Components:

. That the Cityv's actions concerning Project Connect. including the adoption of the
Austin Light Rail Implementation Plan. have not violated its contract with the voters: and

J. That all other matters of fact and law pertaining to the legality and validity of all
proceedings reterred to in this petition and developed at trial be adjudicated as part of this
expedited validation proceeding and included in the court’s declaratory judgment: and

40. For all such other and further relief. both general and special. at law and in equity.

to which the Petitioners shall be justly entitled.
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