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NTRACTOR’S SIDE

Since their introduction in the late
1980s, public-private partnerships
(PPP) have gained in popularity
and are becoming a preferred con-
tracting method.

Is the PPP ap-

Lease on life

MoDOT develops PPP to add years to bridges

ability payments over the 25-year mainte-
nance period, which it would use to retire
the PAB debt, finance the maintenance op-
eration and recover its profit. Availability
payments would be reduced if bridges are

not fully open to traffic or

proach viable for
improving and
rebuilding the na-
tion’s existing in-
frastructure? The
Missouri  Depart-
ment of Transpor-
tation (MoDOT) set
out to do just that.

BY LARRY
CAUDLE

Caring for 802

Under its Safe & Sound Bridge Improvement Project,
MoDOT identified 802 of its lowest-rated bridges across
the state and requested proposals from teams willing to
repair, rehabilitate and/or rebuild all 802 bridges with-
in a five-year period under a design-build arrangement.
Teams also were required to include in their proposals
maintenance of the bridges for a 25-year period com-
mencing at the end of the five-year construction period.
Finally, MoDOT’s budget was insufficient to cover the
cost of design and construction, teams were asked to
finance such costs over 25 years with no money pass-
ing hands from the department to the successful team
until after the initial five-year construction period.
MoDOT took advantage of a new innovative financing
mechanism—private activity bonds (PABs). PABs are is-
sued by the public transportation entity on behalf of the
private developer.

The private developer is deemed the borrower and is
ultimately responsible for repayment to bond investors.
However, PABs are tax exempt just like a publicly issued
bond. When Congress passed SAFETEA-LU, it placed a cap
of $15 billion on the total amount of PABs that could be
authorized, and the Secretary of Transportation is respon-
sible for allocating that amount among qualified facilities.
MoDOT obtained an allocation of $700 million in PABs
from the Secretary of Transportation, and it made this fi-
nancing mechanism available to teams submitting pro-
posals for the project.

The successful team would receive from MoDOT avail-
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MoDOT got it right,
but simply ran into
bad timing. States
across the coun-
try should follow
MoDOT’s lead.

if the conditions of bridges
fall below specified ratings.

Credit crunched

MoDOT planned to award
the project to the team that
offered the best value. Like
most design-build projects,
the “best value” was deter-
mined from a combination of technical and
financial terms.

MoDOT placed most of its technical em-
phasis on deck replacement strategies of-
fered by the teams, communication and im-
pacts to the traveling public.

Onthefinancialside, MoDOT wasseekingthe
lowest yearly payments over the 25-year term.
Unfortunately, the procurement process en-
countered a substantial delay, and rather than
receiving proposals in July 2007, financing
proposals were not received until November.
This four-month delay pushed contract nego-
tiations into 2008 when credit markets began
to freeze and the cost of borrowing exceeded
MoDOT’s budget by over $20 million per year.
Although MoDOT’s PPP approach was ulti-
mately scrapped in favor of more traditional
contracting methods, PABs remain a viable
means of making private money available to
state DOTs for repairing our aging infrastruc-
ture.

MoDOT got it right, but simply ran into
bad timing. State DOTs across the country
should follow MoDOT’s lead and further in-
vestigate PABs as a means of infusing much-
needed capital into existing infrastructure.

Caudle is a principal in Kraftson Caudle LLC, a law firm in
McLean, Va., specializing in heavy-highway and transportation
construction. Caudle can be contacted via e-mail at Icaudle @
kraftsoncaudle.com.

www.ROADSBRIDGES.com




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
    /Symbol
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /SyntheticBoldness 1.000000
  /Description <<
    /DEU <>
    /FRA <>
    /JPN <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Use these settings to create PDF's if you are not downloading low Res ads from AdSpring.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


