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I. Innovations in Transportation Finance
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The Dilemma

Â The US is facing billions of dollars of necessary infrastructure investment in the coming years

Â Public sector entities face acute hurdles to meeting these needs

1. Lack of financing capacity

2. Mismatched skill sets

ï Difficult to build expertise on a project by project basis and then disband when 

project is complete

ï Large learning curve and inherent inefficiencies when facing obstacles outside of 

core competency

3. Competing projects and allocation of resources
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State and local governments are being forced to consider different 

project delivery/financing models.

Â Can be structured to avoid impact 

on taxpayers 

Â More capital for given project

(debt and equity) 

Â Operating and financial risks 

shifted to private party

Â Allows conservative amount of debt 

to fund projects 

Â More taxpayer burden immediately

New Option

Public-Private Partnership

Historical Option #1

Raise taxes 

Historical Option #2

Issue tax-exempt bonds

Â Deeply subordinated debt provides 

greater project proceeds

New Option

Highly Leveraged Structure
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Several strategies exist to implement and finance infrastructure 

assets. 

Strategy Description

1) Public Ownership Traditional toll/revenue system ïdesign, 

construction, O&M, governance, etc. remain 

with municipality

Same as above except certain activities may 

be contracted for ïi.e., design / construction, 

etc.

2) Public Ownership / Private 

Contracting

All activities, including the setting of rates, 

are controlled by a private entity 

4) Private Ownership

Public owns facilities and maintains 

governance, enters into lease agreement 

with a private entity that is responsible for 

operations, maintenance, construction 

3) Concession AgreementStrategies 2-4 

are variations 

of P2 and P3 

alternatives
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Highly leveraged P2 solutions have increased the options available to 

states.

Â Allows for additional leverage against future cash 

flows 

Â Can be less politically challenging than alternative 

mechanisms for generating large upfront proceeds

Â Allows government to retain ownership of the 

assets they develop and participate in revenue 

upside 

TIFIA and Subordinated Debt Products Have Increased

the Quantum and Flexibility of Debt Available to Public Entities

Strengths Illustrative Debt Service Over Time

Â Government retains the operational and financial 

risk of the asset

Â Additional leverage is more costly than traditional 

debt instruments with the exception of TIFIA and 

other subsidized/government credit enhanced 

loans

Issues
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Concession leases provide an opportunity to capture the ñgrowth 

wedgeò in volume and revenue increases.

Â Municipal bond investors rely on historical revenues to determine the leverage levels which 

constrains total value for the owner

Â Equity investors look for future returns based on growth

Â Debt + Equity = Greater Proceeds for Owner of Asset

Net Toll

Revenues

Municipal Bond Market Concession Sale

Today 40 yrsPast

Debt

1.25-2.00x 

Coverage

99 yrs Today 40 yrsPast 99 yrs

Equity 

InvestorDebt

Net Toll

Revenues
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P3 models can work for both revenue generating and subsidized 

assets.

Â New tolled facilities

Â Existing tolled facilities

Â Transit

Â Non-tolled roads

Â Non self-supporting toll roads

Net Revenue Generating Assets Subsidized Assets

Concession Model Availability Payment Model

Premise: Concessionaire will pay an up-

front amount in exchange for future net 

revenues

Premise: Concessionaire will build and/or 

operate an asset in exchange for a 

payment stream from the public sponsor

A concession structure can:

Â Transfer risk

Â Reduce costs

Â Increase certainty

Â Accelerate funding/project completion

Â Provide for lifecycle and future expansion costs
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Availability-based P3 structures can transfer significant risk to the 

private sector.

Â The stateôs goals with respect to project construction, operations, and maintenance are 

spelled out in the concession agreement

Â The state makes payments depending on the concessionaireôs ability to make the project 

ñavailableò

¸ Payments to concessionaire depend upon performance, with clear penalty system to 

ensure the concessionaire is bearing meaningful risk 

Â Concessionaire has an incentive to manage maintenance program efficiently in order to avoid 

disruption to users and maximize payments

Â Structure allows for capital market financing for the concessionaire

Â Typically concessionaireôs debt viewed favorably by rating agencies, depending on the 

likelihood of breaching availability conditions

Â Concessionaire uses the availability payments to pay for operations and maintenance, and to 

repay debt and equity raised to finance the project
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Greenfield vs. Brownfield Assets

ÂRisk sharing considerations:

¸Design flexibility / control

¸Cost overrun risk

¸Delay risk

ÂHigher return requirements from 

investors for financing construction 

phase ïpotential for project success 

less understandable / quantifiable

Construction Phase Ramp-Up Phase Operational Phase

Cumulative

Cash Flow

for Project

ÂPredominant risks at this stage include:

¸Traffic / revenue risk

¸Operating risk

¸Availability risk

ÂEasier for investors to quantify and 

understand these risks, leading to 

more efficient pricing than in 

construction phase

ÂSignificantly higher appetite for 

infrastructure projects in this stable, 

predictable, and cash-generating 

phase

¸Typical equity IRR of 8%-12%

ÂPredominant risks at this stage include: 

¸Operating and maintenance risk

¸Demand risk

¸Availability risk

ÂFinancing sources include government 

debt, project finance debt, and to 

smaller extent, private equity

ÂLimited appetite for catastrophic, 

environmental, or force majeure risk

ÂLarger amount of risk transfer to 

private operator available

ÂMaintenance and operational risks vary 

between the type of projects

ÂIn recent years, operational 

infrastructure assets have achieved 

attractive valuation levels:

¸Chicago Skyway generated 

$1.8 billion in proceeds for a

99-year lease

¸ Indiana achieved $3.85 billion for 

long-term lease

ñGreenfieldò ñBrownfieldò
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Illinois

Â Concession sale of Chicago Skyway for $1.83 Bn

Â $563 million Chicago Downtown Public Parking 

System 99 Year Lease

Â Chicago Midway International Airport RFQ issued

Â Lottery process currently on hold

Â Valuation study of Illinois Tollway

Indiana

Â Concession sale of Indiana 

Toll Road for $3.8 Bn

Â Lottery process currently on 

hold

There continues to be a surge in Public-Private Partnership activity in 

the US.

Oregon

Â Evaluating private 

concessions on two 

separate greenfield projects

California

Â Broad investigation of  P3 

markets underway

Â Potential Lottery 

Concession

Â BART Airport Connector 

bids being solicited

Â SR125

Nevada

Â Has p3 Legislation

Â DOT is currently considering PPP 

on managed lane projects

Texas

Â SH-121 received competing bids from 

Cintra and NTTA; accepted bid from 

NTTA

Â Trans Texas Corridor Project 

Â IH-635 ïLBJ Freeway: RFP issued

Â North Tarrant Express; RFP issued

Â North I-69/US 77 RFP issued

Washington

Â Evaluating tolling existing 

assets to fund replacement 

bridges using P3

Missouri

Â ñSafe and Sound Bridge Improvement 

Program ïreconstruction or rehabilitation 

of 802 bridges

Georgia

Â I-285 truck toll lane 

alternatives being considered

Florida

Â Lottery Concession discussions

Â Port of Miami Tunnel ï$33 mn 

availability payment deal closed

Â I-595 expansion project

South Carolina

Â Limited P3 Legislation in place

Â Southern Connector process starting

North Carolina

Â P3 Legislation in place for specific entities

Utah

Â P3 Legislation in place

Â Evaluating concession of

Mountainview Corridor

Colorado

Â Closed $603 Mn 

concession for 

Brisa/CCR to operate 

the Northwest 

Parkway toll road

Â RTD to use P3 for 

portion of FasTracks

Virginia

Â Capital Beltway HOT Lanes closed

Â $611 Mn Pocahontas Parkway concession

Â I-95/395 HOT lanes

Â Short list released for Highway 460

Delaware

Â P3 Legislation in place

Â Potential concession alternatives for  SR 1, 

Route 301 & I-95

Pennsylvania

Â PA Turnpike Concession process underway

New Jersey

Â Public Benefit Corporation 

proposal introduced

Ohio

Â Discussion of 

privatization of Ohio 

Turnpike and Lottery

New York

Â Lottery Concession 

discussions underway

Massachusetts

Â Issued RFP for P3 Advisor

Alabama

Â Governor has discussed 

road P3s

Arizona

Â Legislature 

considering various 

forms of P3 

legislation
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Infrastructure Financing Market Overview

Â Infrastructure finance continues to be a robust, viable, and flexible market

¸ In the first three quarters of 2007, over $144 billion in bank debt was issued for infrastructure related 

projects, supporting over 200 project finance transactions(a)

¸ At least $9 billion in infrastructure related debt has been placed in the capital markets via bonds

Â Transaction flow is expected to increase over the next few years, due to heavy appetite from both traditional 

and infrastructure-focused lenders and fixed income investors

Â Recent transactions suggest that there continues to be a viable market for both bank loan and bond-based 

infrastructure financings(b)

¸ Airport transactions, including Budapest Airport (ú1.52 billion), Antalya Airport (ú600 million), Brussels 

Airport (ú1.63 billion), Mumbai ($1.29 billion) and Sydney ($3.4 billion) 

¸ Toll Road transactions, including Pennsylvania Turnpike ($12.8 billion), SH 121 ($2.8 billion), FARAC 

Mexico ($4 billion), Macquarie Motorways ($2 billion), and Pocahontas Parkway ($410 million)

¸ Port transactions, including Carrix ($2.49 billion) and Maher Terminals ($1.23 billion)

¸ Others, including Thames Water ($7.6 billion) and Southern Water ($1.4 billion)

Â Despite recent credit concerns in the overall debt market, the infrastructure sector continues to benefit from 

deep and liquid financing markets

¸ According to a November 6th Fitch report, the infrastructure sector remains ñsafe and largely insulated 

from market movementsò

¸ The range of projects eligible to be defined as infrastructure is rapidly broadening, and a limited supply 

of assets and high lending competition have caused acquisitions to be highly-leveraged (and borrower-

friendly)

Â Fitch believes that defaults should remain low, with a shift towards longer-term debt, and that we will see an 

increased utilization of capital market financing

(a) Infrastructure Journal Online, ñSyndicating Infrastructure Debt: An Art Form.ò

(b) Macquarie Motorways, BAA, and Thames Water assume GBP to USD spot conversion on day of close.
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II. Debt Structures
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Private Activity Bonds provide access to Tax-Exempt Financing.

Â Recent legislative changes (SAFETEA-LU) have created an opportunity for private companies 

and operators to access the tax-exempt capital markets with Private Activity Bonds (PABs)

Â SAFETEA-LU authorizes the Secretary of Transportation to allocate up to $15 billion in tax-

exempt bonding authority for qualified highway or surface freight transfer facilities.

Â The tax-exempt capital markets can provide a very efficient source of capital for project 

financings and infrastructure improvements

Â Typical savings of 100bps+ relative to corporate unsecured debt

Â Superior structuring flexibility

Â Inexpensive call options

Â Preserve cash balances for paying down higher cost capital
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The TIFIA Loan Program provides attractive financing terms and 

broadens financing options.

Â TIFIA has worked to streamline its process to make it easier for obligors to access loans

Â Financing terms are negotiated for each loan but are typically as follows:

¸ Use of proceeds ïto finance or refinance eligible projects ïIntermodal facilities are 

defined as an eligible project

¸ Amount ïmay not exceed 33% of the eligible project costs

¸ Interest rates ïequal to or greater than yield of US Treasury security with comparable 

maturity (~SLGS plus one basis point)

¸ Timing of disbursements ïmonthly

¸ Maturity ïno later than 35 years after substantial completion

¸ Repayment ïmust commence no later than 5 years after substantial completion; prior to 

repayment accrued interest is added to principal amount outstanding

¸ Debt Service ïSemi-annual payments; does not have to be level structure

¸ Deferrals of Interest Payments ïsubject to US DOT approval

¸ Prepayment ïat anytime without penalty

¸ DOT Lien Priority ïcan be subordinate except in event of bankruptcy, insolvency, or 

liquidation of the obligor
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Subordinated debt is a potential enhancement investment grade 

structures.

Â Subordinated debt can have two functions

¸ Shortfalls in an investment grade rating on the entire funded amount may be filled with 

subordinated debt

¸ Subordinated debt may be used to provide a dividend to equity holders at refinancing

Â Lack of supply in the Infrastructure subordinated debt market has made investors aggressive

¸ Aggressive structures such as pay-in-kind and lengthy tenors can be achieved in the 

current market

Â Typically distributed to a very narrow group of sophisticated institutional investors as a 4(2) 

private placement

¸ Investors with a demonstrated appetite for infrastructure investment will be targeted in 

order to ensure a high hit rate and limited universe of accounts aware of the transaction

¸ Under 4(2) placement, all potential subordinated tranche investors will be required to sign 

binding confidentiality agreements
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III. Transportation Finance Case Studies
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Capital Beltway
Case Study

Description

Â Transurban and Flour Enterprises (the ñConsortiumò) entered into an 

Comprehensive Agreement in April 2005 with VDOT to exclusively 

study the feasibility of the Project. 

Â The agreement established a business relationship between the 

Virginia Department of Transportation (VDOT) and the Consortium to 

move ahead with financing, design, procurement, construction, 

commissioning and testing of, and related services for, the Project 

with oversight from VDOT and the Federal Highway Administration 

(FHWA).

Â Construction will commence in spring 2008, and the HOT lanes will 

open in 2013.

Â Fluor, which will hold 10% of the sponsor contributed equity, will 

manage the five-year construction of the additional lanes, after which 

Transurban will operate them for 75 years.

Overview of Deal With VDOT

Map

The Project 

represents the 

largest private 

equity investment 

in a greenfield toll 

road P3 to date.

The Project is a 

critical component 

to the solution of 

the growing 

transportation 

crisis in the 

Washington, D.C. 

region.

According to the 

Texas 

Transportation 

Institute, 

commuters in the 

region experience 

the third worst 

congestion in the 

US and waste an 

average of 69 

hours a year 

sitting in traffic. 

Â On December 21, 2007, Transurban, Flour and Virginia DOT reached 

financial close on the landmark Capital Beltway HOT Lanes Project

Â The Capital Beltway / I-495 is a 64-mile freeway that encircles the 

Washington, D.C. metropolitan area with substantial daily commuter 

and business traffic between Virginia and Maryland.

Â The Project aims to improve conditions in one of the most congested 

US regions through the construction of two additional HOT lanes in 

each direction (4 lanes total) along 14 miles of the beltwayôs shoulder 

between the Springfield Interchange and just north of the Dulles Toll 

Road in Fairfax County.

Â Upon completion, the existing middle lanes will be converted to HOT 

lanes (see graphic below) that will employ dynamic, uncapped toll 

setting technology combining real time monitoring and historical data 

to create section-specific tolling. Use of the HOT lanes will be free to 

buses, three-person or more carpools and emergency vehicles.

Illustration of HOT Lanes

End

Project

Begin

Project
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Capital Beltway
Case Study (Contôd)

Private Activity Bonds

Key Terms of the Private Activity Bonds

Amount $585,590,700

Final Maturity 40 years after closing

Interest Payment Current Interest Bond

Principal Repayment No Repayment within the first 25-30 years

Debt Service Reserve Cash funded reserve or a DSRF surety provided by a 

monoline

Minimum ICR 2.20x (post ramp-up, assuming no regearing)

Minimum DSCR 1.50x

Average DSCR 1.50x

Product Variable Rate Demand Bond

LOC Provider DEPFA Bank

Swap Providers Goldman Sachs Capital Markets & DEPFA

Federal Loan from USDOT (TIFIA Loan)

Key Terms of the TIFIA Loan

Amount $585,468,327

Final Maturity 40 years (35 years following substantial completion)

Interest Payment ÂNo mandatory interest during the first 10 years after 
substantial completion: Interest will be 

paid subject to cash availability and under a sharing 
mechanism with equity

ÂOnly 25% of Interest will be mandatory thereafter

Principal Repayment ÂRepayment starts 20 years after Substantial 
Completion

ÂThe maturity of TIFIA Loan may not be accelerated 
unless the maturity of the Senior Bonds 

has been accelerated.

Debt Service Reserve Cash funded reserve or a DSRF surety provided by
a monoline insurance company

Minimum DSCR 1.25x

Average DSCR At or above 1.25x

VDOT Funding

Date of Funding

Financial Close $168,832,786

October 2008 $21,627,600

October 2009 $65,067,000

October 2010 $66,017,000

October 2011 $63,177,168

October 2012 $24,174,000

Total $408,895,554

Â A significant portion of the Projectôs required funding will be provided 

by the Commonwealth of Virginia

Â No fixed repayment obligation

Total

Equity Investment

Â Fluor and Transurban will contribute 18% of total project costs for a 

total equity investment of $348,695,286

Â 100% of equity invested by Transurban and Fluor

Â Equity will be injected on a pro-rata basis with other sources of 

funding

Â Equity distributions will be allowed only when debt service and loan 

life coverage ratio thresholds are met

Breakdown of

Funding Sources

TIFIA

29%

PABs

29%

Sponsor's

Equity

18%
VDOT

21%

Interest

Earnings

3%
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State Highway 121
Case Study

Transaction Details Asset Location

Transaction Timeline

Â On November 30, the North Texas Tollway Authority (ñNTTAò) entered into a 

50-year concession agreement with the Texas Department of Transportation 

(ñTxDOTò) for the right to design, build, finance, operate and maintain the 

SH-121 toll road in Texas for 50 years

¸ NTTA paid $3.2 billion that was financed through the sale Bond 

Anticipation Notes that are expected to be refinanced in 2008

Â The agreement with NTTA was the culmination of a competitive selection 

process that started in March 2005. In February 2007, a Cintra/JPMorgan 

consortium was selected as the preferred bidder ahead of consortia led by 

Skansa and Macquarie.  This process was reversed after the Texas 

legislature passed a law in May 2007 that allowed NTTA to also submit a bid 

for the project.  The NTTA was subsequently awarded the contract in 

September 2007

Â This transaction represents the first time in the US a public agency has 

entered into a long term concession agreement with another public agency 

for the right to develop a major infrastructure asset

Â Goldman Sachsô Public Sector and Infrastructure Advisory Group provided 

financial advice to the Texas Department of Transportation 

¸ As financial advisor, Goldman Sachs assisted in structuring the 

competitive auction process, evaluating private sector bids, and 

subsequently analyzing the bids from Cintra / JPMorgan and NTTA

 

I-35

US-75

SH 121

Dallas North

Toll Road DallasFort-WorthI-35

US-75

SH 121

Dallas North

Toll Road DallasFort-Worth

March 2005 February 2007 April 2007 May 2007 September 2007 November 30, 

2007

TxDOT through its 

Comprehensive 

Development Agreement 

initiated a competitive 

selection process to select a 

developer for SH-121 project

Cintra/JPM selected as 

preferred proposer ahead of 

consortial led by Macquarie 

and Skanska

Legislature 

mandated that 

TxDOT open the 

process to North 

Texas Transit 

Authority

NTTA submitted 

bid of $2.4bn 

upfront with $833 

mm of ongoing 

payment

NTTA awarded 

contract

Financial Close and 

NTTA payment of 

$3.2 bn
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State Highway 121
Case Study

Asset Overview Transaction Rationale

Sources and Uses (US$ in Millions)

Â SH-121 is expected to be a ~26-mile tolled diagonal state 

highway, connecting I-35W near downtown Fort Worth to US-

75 near Bonham, Texas

¸ ~10 miles of new construction to be completed in 2011, 7 

miles already operational as of July 2006, and ~9 miles to 

be built by the State 

¸ Pass north of the greater Dallas area, running through 

Denton and Collin counties, a densely built-up area with 

one of the fastest growth rates in the State and through 

the most affluent counties of the Dallas area 

¸ 6 main lanes with grade separated interchanges at all 

major cross streets

Â Expected to provided improved access to DFW Airport (the 

3rd busiest airport in the US) and other critical regional hubs

Â The Dallas-Fort Worth Metropolitan Area, which is 

responsible for one-third of Texasô GDP, is a heavily-

developed area with rapid population growth

Â Strong Population and Employment Growth

¸ Historical population growth in the project area (5.5%) is 

significantly higher than Dallas area (2.0%) and the state 

averages (1.9%); expected population growth of 3% 

through 2030

¸ Employment gains evidenced by employment increase of 

twice the rate of population growth; expected employment 

growth of 3% through 2030

Â Above Average Household Income

¸ Project area median household income is significantly 

higher than the State average ($65,000 vs. $41,000)

¸ Per capital income in the main counties of Denton and 

Collin is 45% and 77% higher than the State average

Â Robust Traffic Growth

¸ Significant historical corridor traffic growth of 5-10% with 

limited ramp-up risk

¸ Free alternative routes of lower standard with at grade 

and signalized junctions

Uses of Funds

Bond Anticipation Notes $3,487

NTTA Commercial Paper Program 700

Total Sources $4,187

Payments to TxDOT $3,197

Deposit to Project fund from BAN 225

Costs of Issuance 15

Construction Fund 700

Total Uses $4,187

Sources of Funds
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Florida is Currently Pursuing an Availability Payment Structure for its 

I-595 Widening Project

Â FDOT is using an availability payment structure to build out 

reversible express lanes, auxiliary lanes, and other 

improvements to I-595 in Broward County, FL

Â On July 25-28, FDOT held an industry forum to share 

information on the project and to solicit views of potential 

bidders

Â Relevant policy decisions include:

¸ FDOT will procure the Project on a Design-Build-

Finance-Operate-Maintain (DBFOM) basis pursuant to 

Florida Statutes

¸ FDOT will use a combination of availability, milestone, 

and final acceptance payments

¸ The winning bidder will be selected based on the ñbest 

valueò proposal

Â Final bids will be submitted by three teams:

¸ Babcock & Brown and Bilfinger Berger

¸ Macquarie and ACS Infrastructure Development

¸ OHL, GS Infrastructure Partners, and Balfour Beatty

Â FDOT will pay a stipend of $2.0 million to short-listed 

proposers who submit unsuccessful RFPs 

Â RFQ issued ïOctober 1, 2007

Â RFQ submitted ïNovember 5, 2007

Â Final bids due ïAugust 8, 2008

Â Concessionaire to be selected ïSeptember 2008

Project Schedule

Description of OpportunityMap of Asset

Source: FDOT
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2004A 2005A 2006E(b) 2007E(b)

Commercial Revenue $49.6 $53.3 NA NA

Passenger Revenue 35.3 34.4 NA NA

Total Toll Revenue $84.9 $87.7 $90.3 $126.0

% Growth 3.5 3.3 2.6 39.5

EBITDA(c) 59.7 60.6 63.9 98.0

% Margin 65.0 63.3 63.5 71.8

Indiana Toll Road
Case Study

Â Critical transportation link between major East Coast cities, the City of 

Chicago, and the western United States

Â 46 year operating history

Â Approximately 157 miles in length

Â The Toll Road is designated as Interstate 90 (I-90) from the Illinois State Line 

(where it connects to the Chicago Skyway) to the Ohio State Line (where it 

connects to the Ohio Turnpike)

Â FY05 AADT of 46,000 on Barrier System, and 25,000 on Ticket System

Â Unchanged toll rates since 1985 ïAmong lowest $/mile in US

¸ State mandated increase to become effective on 3/1/2006

Description of the ITR The Road Network

Key Historical and Estimated Financials(a)

($ in millions)

(a) Source: Wilbur Smith/State of Indiana.

(b) Pro Forma 2006 and 2007 estimates based on Goldman Sachs and Wilbur Smith internal projections.(c) Source: Audited financial

statements.

(c) Includes historical concession revenues, which were included as part of the Concession Agreement.

Goldman Sachs recently acted as sole advisor to the State of Indiana on the $3.8 billion concession 

lease of the Indiana Toll Road. 


