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Define Objectives of Developing A Startup Local Toll Road

Step One

Define need for and scope of toll road project:

1. Develop Capital Needs Program:
a. Sequencing of project
b.  Preliminary Cost Estimates

2. Consideration of alternatives:

a. Revise scope or sequence over longer time period
b. Impact of other State and Local transportation programs
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Defining the Project Financially

Step Two

Develop Revenue Projections:

1. Engage Traffic Engineer

2. Develop Preliminary Range of Revenue Projections
Level

a
b.  Price Sensitivity Diversion

C Expected, Worst and Optimistic Cases
d

Correlation of timing of revenue with required approvals including
environmental

e. ldentify other than toll potential revenue sources:
I. Rents
Ii. Concessions

3. Develop Projected Operating Expenses over Life of Project

a. Operations
b. Life Cycle maintenance costs
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Develop Preliminary Plan of Finance

Step Three

1. Develop Preliminary Capital Financing Model that takes into
consideration:

a Construction & Right of Way Costs

b Revenue Projections

C. Projected Operating Expenses over Life of Project
d Expected Cost of Capital

2. Explore Availability of Other Governmental Assistance in the form of:

a. TIFIA
b.  Texas Transportation Finance opportunities (HR 3588)
c.  Other local government participation

3. Calibrate Financing Model with Tolling Revenue to determine:

a. Potential Rating
b. Credit and Debt Capacity
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Evaluate Need for Financial Support & Identify Sources

Step Four

County considers risk profile it is willing to assume to accelerate/
complete the project.

1. Is Financial Support Needed?

a. Probability of being self-funded
b. Direct participation (level of reimbursement)
c. Credit support

2. Third Party Participation
a. Other governmental entities including TxDOT
I. Grant
ii. Loan
jii. Pass Through Toll
b.  Private development (Comprehensive Development Agreement “CDA”)
I. Full

ii. Partial
3. Impact on County’s Financials and Credit
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Control and Risk

Step Five

County may be impacted by who controls and assumes financial
risk over:

Scope and Timing of Development
Alignment

Tolling Regime

Traffic Flows

Effect of Diversion

Operating Standards
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Potential Impact on other projects, primarily through:

a. Lack of ability to pool revenues if project is successful

b. A non-compete clause or some other legal right if done through a public
private method
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Considerations in Private Development

Step Six

Considerations prior to entering into a public-private
partnership (P3)

Reasons for considering a transaction
Time horizon, usually need beyond useful life of an asset

Determine the value proposition of P3 (risk shifting)
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Impact of risk shifting, how does that effect:
a. Tolling regime?
b. Timing of project delivery?

5. Impact on other governmental functions and resources
6. Identification of responsibilities

7. Identify Possible Exit Strategies
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P3 Alternatives

Step Seven

After weighing preliminary findings, determine if it is the desire to
have a third party:

1. Develop and construct roadway, usually referred to as a design build
2. Design, build and operate the road, with risk retained by owner

3. Design, build, operate and take all or partial revenue risk, usually
referred to a concession

Consider differences in control, cost of capital and risk shifting
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Is the Financing Plan Viable

Step Eight

Survey Market to Determine:

1. Ability to execute preferred structure
a. Self performance

b.  Third party interest

2. Determine if preliminary assumptions are still reasonable and
effect changes in assumptions to:

a. Cost of capital

b.  Availability of capital, either traditional or through private capital
sources

c. Terms and conditions of capital
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Executing Plan

Step Nine

Begin formal procurement if it is reasonable to assume that
market conditions are still valid.

1. Development of specific financial standards

2. Specific construction and operating standards
3. Discuss procurement methodology
4

Determine necessary legal entity and documentation
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Timeline

1. Determine Alignment of Road

2. Determine necessary environmental clearances and impact on
timeline

3. Determine Cost Estimates
4. Develop Preliminary Plan of Finance

5. Evaluate P3 Alternatives
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Challenges with Greenfield Toll Road Projects

. Process for determining alignment and environmental process could be
lengthy

. Project cost are in flux until completed:
o Right away acquisition cost
o Construction costs
= Labor & Materials
= Engineering issues
o Availability and Cost of capital to complete project
*  Toll Revenue realization
o Ramp up period

o Comparison to projected
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