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Quantifying (& Delivering) Benefits
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The Perfect Storm: The Highway
Funding and Performarﬁe Crisis
.

hects to Pro {

Federal Levels):
‘Flat Revenue
~ scalating Costs
‘Increasing Demand
Institutional Issues
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Highway Trust Fund &alance
Highway Account — End of FY - !}1957 -2007
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Transportation Funding:_s
Some Possible Optionsf)r Dollars

- ) .{]
ges to gas eX

Mileage fees (pilot in OR’
» Increased use of tollin
Cordon fees (a la London)

Value capture — tax increme
financing, special districts, developt
onations
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Institutional Issues:
The Ribbon Vs. the/Broom

| slection:
Earmarking/politic

ost funding reserv rini
(re)constructlon not |

S

stem Maintenance

ncentives are for bUIIdlng new
maintaining

‘Design-bid-build discourages life cycle
0sting

Iblic perception makes it hard to operate
a business (e.g., toll increases)
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Institutional Issues:f’ptions

oA
electi (\

hange how funding flows (mc
| fees — let money fc W US

Fast-track prolects wit
demand (pricing/PPPs)

§

'stem Maintenance

hift responsibilities/risks/incentives =
blic-private partnerships
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Can PPPs Fix This? Potential
Benefits

Sserving Puk
ransferring Risk
‘Economies of Scale

V.

Long Term Provision fc
Maintenance
‘Asset Management Effects

o




Can PPPs Fix This? Potential
Limitations of PPPs /

i

ure to anticiy

Perceived (or actue

..

control

Value uncertainty

ierpricing of risk by private partner
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Barriers to Implemer}fétion
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Narrowing the Gap between Public
and Private Finance /

LIy
debt cape *éi

limited: so cost @
less relevant
Transportatlon Infrast

and Innovation Act (TIFI
cost

drivate Activity Bonds (PABs) allow
rrowing at nearly public rates
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Transportation Infrastructure

Finance & Innovation Agt (TIFIA)
Credit Program

-/
al credit @ Y

public and private tr:

- project sponsors
“Subordinated, junior li
features and low transactio
. »No prepayment penalty, 35 yec

»Repayments may be delayed up to £
ears after construction

"?. terest rate set at loan agreement
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TIFIA: Status

4.3 billion in face ’:
assistance provid

L
|

-q-i'. -

1Total project inves:

S

TIFIA can now participate Ir
efinancing/distressed proje
eligible new construction)

oproximately $2.5 B available
| _ually
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Staten Izland Ferries
Retired — paid ir full

Reno Rail Corridor
Retired - paid in full

Warwick Intermocdal
~ Station
£42

-~ Washingten Metro CIP
e £600
j_:ap‘mal Beltway HOT Lanes

) §589
7 Pocahontas Parkwayl
Richmond Airport Connector
South Bay — . £150
Expressway —
140 Cooper River Bridge

Retired - refinanced
215

Total TIFIA Assistance:

$4.3 Billion Cetral Texas Y
Total Project Investment: | us183.a $017 - ) PR Tren urbano
31 7 2 Billion Turnpike Mmmg:g;?““' Retired - paid in full
: $66 o — £300

Rental Car #icHiI;.r FDGI:'FmFamEIImem
S2T0 Ratired — paid im full
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Private Activity BO%’S (PABSs)

- o
ransporte Ste

new category of
- transportation proj

Allocations made by Ut
states (I.e., above and beyc
volume caps)

515 billion total available
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PABs - Statjs’

$3.3 billion in al (\
arious projects
» $2.2 billion pending

" -
]

facilities) | X

$7.2 billion anticipated by €

entire allocation may be consume
efore end of FY 2009
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Private Activity Bond,Allocations:
$3.3 Billionjlotal

/1lC '-t" ‘ {:ﬁ

t concession)
-Safe & Sound Bridge Improven
am (availability payme
',ik Arms Crossing (toll bridge)
-495 Capital Beltway (HOT lane
Sion)

535 (LBJ-Freeway — HOT lane $288

ON)
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Overcoming Legal and Policy

Barriers: Federal J_
/

N

‘Special Experimental |
(walver program)

New policies and eligibilities




Overcoming Legal and Policy
Barriers: State

nfrastr
dependenc-iuﬁ

AR

oy —
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T

JIncreasing role of loca
authorities in metropolitan &
‘more flexible powers)

CIfIC authorizing legislation
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States With Legislation Authorizing PPPs

Authorized to use PPPs for toll roads
or other transportation facilities

. Authorized to use PPPs for specific toll road or bridge
projects, for a pilot program, or where a project receives
specific legislative approval

Authorized to use PPPs for certain transportation projects, but not toll
roads
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How Do You Define S}P'Jccess?
/)

reenway ( ..

Highway 407

-

-_tate Route 91

mino Colombia
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Risk Transfer Can = Re "Savings

uk ost Estimate: Pori
unnel: $1.2 billi
~ availability paymen

" -
]

R

P! b
rivate Cost Estimate (anc

$865 million, including continge
aserve
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Especially When Public Comparator
Is Often ldealized....(1)

, |

i
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. 1 Iadd ) 0
70% of publicly-procured pro
- at least a six-month delay
F- with cost overru
K. PFI:

89% of private finance Initiative
0jects came in on time or early

).6Qst overrun for public sector
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Especially When Public Comparator
IS Often ldealized....(iI)

—
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L/ /

3 5 percent ICly
prOJects delaye |

=

""*-..

14.5% average cost OVve
\ strallan PPP

3.4 percent early, on average
2% average cost overrun

uli
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Especially When Public Project Cost
Estimates Often Chang/gf

('I
d h.;*

udy she
North American 1
~ average, come In &
(20% worldwide)




Noncompete: Lessons We Thought
We Learned (I)

) reenwa
extension of toll |
- Virginia -

Free, parallel route 7'\
the same time

.

‘With recession & competition, roc
idn’t make targets
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Noncompete: Lessons We Thought
We Learned (i)

oute 91 E
rlvately -funded

* In light of Greenwe

agreement didn'’t allow
projects within 30 miles

.

Partly due to noncompete, road W
>-purchased by public sector
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Noncompete: Lessons We Think
We’'ve Learn

ate Route 12
ublic and private :
- projects already in

S

‘transportation plans 4

new project comes up, COMg
‘possible

urprises for private sector: no real
ings for public sector
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Can the Public Sector Dj'?Better?

T
B 1
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Chicago Skyx
or multiple year
- tolling, minimal ret
' Indiana Toll Road: ne ol
for multiple years, lost mone

aybe public sector could do be
Ut unless there'’s an alternative, it’s
ard to know!
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How Do You Know WheniYou’ve
Made a Good PPP Deal (11)?

ask the cor

>Are we getting
- convennonalpr-

0 0 something, even if
because you can fix that, b
fix nothing.”

ohn Stevens, first Chief Engineer o
:f Panama Canal
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Resources on Innovatkse
Finance/PPPs /

J
il
49

jovative Finance ’}
A\ gov/innovativefinance

Ty

'PP homepage B

\
AYA

HWA Resource Center Finan

ifer Mayer (415)744-2634
er.mayer@dot.gov
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