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OPINION PIECE Public Private Partnerships

Despite recent articles in this publication suggesting 
otherwise, P3s are helping to drive innovative solutions 
to US transportation challenges, says Rich Juliano

Setting the 
record straight

 The increasing involvement of the private sector in the 
financing and delivery of US transportation improve-
ment projects over the last 25 years has been a wel-

come and much-needed addition to the overall effort to 
improve America’s surface transportation network. Public 
private partnerships (P3s) offer not only a source of supple-
mentary resources for transportation facilities, but also the 
entrepreneurial power of the private sector to improve effi-
ciency in managing these endeavors. 

Unfortunately, a recent pair of opinion pieces in Thinking 
Highways by Randy Salzman presented a somewhat biased 
and incomplete picture of these partnerships, while fueling 
discredited, negative myths and misperceptions around 
this important finance and project delivery model. While 
lengthy, these pieces revealed an overall lack of understand-
ing of the US P3 process, structure and financing. The read-
ers of this publication deserve better, and the membership of 
the American Road & Transportation Builders Association 
(ARTBA) appreciates this opportunity to take a fact-based 
look at US transportation P3 projects.

In reality, P3s are helping states across the US accelerate 
transportation improvements, allocate risk efficiently and 
deliver projects that might not otherwise be feasible. P3s 
are driving more long-term innovative solutions to reduce 
environmental and community impacts, and putting new 
technologies to work to improve safety and mobility. These 
partnerships are also helping governments deliver more 
with limited tax dollars, while generating billions in eco-
nomic activity.

One of Mr Salzman’s more glaring inaccurate statements 
is that P3 mega-projects have been planned and developed 
behind closed doors. The reality is that major P3s are often 
subject to more rigorous public dialogue, engagement and 
transparency than traditional transportation projects. These 
projects must undergo the same National Environmental 
Policy Act (NEPA) review and public engagement processes 
as those that are exclusively publicly funded. Public offi-
cials must vote to include P3 projects in state and regional 
transportation plans, usually after extensive debate. The 
Commonwealth of Virginia, a veteran in advancing trans-

portation P3s, has long had guidelines in place that prescribe 
specific engagement and review steps for P3s that go well 
beyond those required for traditional projects. Just recently, 
Virginia adopted revised guidelines that go even farther to 
ensure transparency to the public and open competition 
among the industry, revisions which ARTBA supported in 
comments submitted to Virginia’s P3 officials.

EXPRESS LANES IN VIRGINIA
Another of Mr Salzman’s incorrect assertions relates to the 
capital structures and risk allocation on major P3s in the 
US. While he makes several negative references to the Inter-
state 495 Express Lanes in Northern Virginia, that project 
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“The I-495 Express Lanes have already delivered a return to Virginia 
in the form of faster travel, improved mobility and more choices in its 
most congested corridor. This asset is also positioned to deliver a 
return to its investors over the long-term ”

Here’s the reality: while Virginia provided US$409m in 
public funds, the private partners financed the rest of the 
US$2 billion project – including an upfront equity commit-
ment of US$350m and approximately US$1.2 billion in debt, 
encompassing both a loan from the Transportation Finance 
and Innovation Act (TIFIA) and the use of Private Activity 
Bonds (PABs). It is worth noting that the Federal Govern-
ment sponsors these financing tools as a means to lower 
debt costs for critical infrastructure projects, but the private 
sector is solely responsible for paying back the debt. In the 
case of PABs, bondholders – not taxpayers – take the risk. 
As a lender, the Federal Government assumes some risk that 
TIFIA loans will not be repaid, but is able to manage that risk 
across a diverse portfolio of loans. 

Also, “springing lien” provisions ensure the Federal Gov-
ernment is first in line to get repaid in the event that projects 
are not a commercial success. If they are not repaid, the Fed-
eral government assumes ownership of the asset along with 
the other lenders. In fact, these partnership structures ensure 
the private equity investors are actually the last to get repaid 
or earn a return. 

On the I-495 Express Lanes, Virginia allocated full traf-
fic and revenue risk to the private sector. The private sec-
tor would be responsible for all of the PABs and TIFIA debt 
associated with the project, whether or not the toll road 
ultimately met its revenue projections or not. By allocating 
risk in this way, Virginia protected its taxpayers, and helped 
ensure they would not be left holding the bag if the project 
failed financially. 

The benefits of this risk allocation played out exactly as 
designed when the I495 Express Lanes opened in late 2012. 
The toll road opened with lower than expected traffic and 
revenue due to impacts of the global financial crisis. Yes, toll 
roads – like nearly every other US business – felt the impact 
of the unprecedented and unexpected economic downturn. 
Having not met its projections, the private sector stepped in 
and injected an additional US$280m in equity to right-size its 
debt and put the project on solid financial footing. This came 
at no cost to Virginia taxpayers, TIFIA, or bondholders. 

The I-495 Express Lanes have already delivered a return to 
Virginia in the form of faster travel, improved mobility and 
more choices in its most congested corridor. This asset is also 
positioned to deliver a return to its investors over the long-
term. It is true that some initial toll road partnerships in the 
US market have not been commercial successes, similar to 

in fact provides a compelling case study of P3 benefits. In 
the early 2000s, Virginia was advancing a traditional, pub-
licly funded highway expansion to address congestion on 
the Capital Beltway. However, the private sector proposed a 
P3 for high occupancy toll lanes as an alternative, and Vir-
ginia ultimately embraced this plan. It would inject private 
capital to reduce the project’s reliance on public resources, 
deliver new carpooling and transit options for commut-
ers, substantially reduce community and environmental 
impacts, and help the government deliver much-needed 
improvements more quickly than would have been possible 
under the original project plan. Because of this approach, 
Virginia delivered the project despite the worldwide finan-
cial crisis that severely constrained funding for traditional 
projects. The project created or supported 30,000 jobs. 

Anyone who read Mr Salzman’s articles in the June/July 
and September/October issues was likely left with a misun-
derstanding of the I-495 Express Lanes’ capital structure. 
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other countries. Like in any industry, some business ventures 
succeed and some do not. The global economic downturn 
has played a factor, as well as more micro, project-specific 
challenges. While the private sector has come up short on the 
planned returns on their investments for some projects, P3s 
have largely been successful for government partners and 
their constituents. 

PROTECTING TAXPAYERS: OTHER EXAMPLES
When one takes the time to look at the facts, the Indiana Toll 
Road (ITR) provides another recent example of how a P3 
project incorporates taxpayer protections. This transaction 
was structured so that the public sector and taxpayers have 
no exposure. If the project doesn’t get the traffic and revenue 
that the private sector projected, private investors will never 
get a return on their investment. In fact, the private equity 
investor is not even going to make its initial investment back 
– it’s gone. Nonetheless, the public partner remains protected 
in this P3 structure, as the risk is allocated to the private sec-
tor and the other creditors. 

So, here are the impacts of the ITR project to the public 
interest and the private sector participants, respectively: (1) 
The state of Indiana received US$3.8 billion from the private 
sector at the outset of the contract, which was put towards 
10 years’ worth of statewide priority transportation projects; 
(2) the private sector made more than US$400m in roadway 
improvements to the Toll Road that the state did not have 
to make; and (3) the private sector partners must continue 
to maintain the asset at the highest performance standards 
per the original contract in the case of a restructuring, or a 
new entity in the event of a sale of the lease, all with the same 
clauses and protections offered to Indiana in the original 
contract.

Similarly, the Pocahontas Parkway partnership in Virginia 
delivered a critical new infrastructure asset to improve con-
nectivity to Richmond International Airport, but failed as 
an investment because a planned, adjacent housing project 
never came to fruition. The owner transferred the asset back 
to its lenders, who appointed a new operator who must meet 
all the same performance standards encompassed in the 

partnership agreement with Virginia. This transition hap-
pened with no interruption or degradation of service for 
customers and at no cost or risk to Virginia taxpayers. 

In each of these projects, the government agencies struc-
tured P3s that enabled them to allocate traffic and rev-
enue risk to the private sector and away from taxpayers. 
In exchange for accepting this risk, the private sector par-
ticipants in these ventures sought opportunities to use their 
expertise in project management and delivery to earn a 
return on investment. As has been established, sometimes 
these projects are successful financially and other times they 
are not. Either way, however, taxpayers are protected. 

BROADER CONTEXT
While it is important to appreciate the technicalities and 
structure of P3 projects, we must also fully understand why 
this model of project delivery is necessary. The simple fact 
is the nation’s transportation infrastructure network has 
huge, growing needs that so far outpace traditional methods 
of delivering transportation improvements. According to 
the latest report by the Texas Transportation Institute from 
2012, in a single year Americans spend an extra, congestion-
related 5.5 billion hours in their cars and purchase 2.9 billion 
gallons of fuel for a congestion cost of US$121 billion. At the 
same time, state and local investment in highway and bridge 
improvements has declined 16 per cent since 2009 and Fed-
eral transportation investment – which supports more than 

“In each of these projects, the government 
agencies structured P3s that enabled them to 
allocate traffic and revenue risk to the private 
sector and away from taxpayers”

Rich Juliano, ARTBA’s senior vice president for strategic 
initiatives and managing director of the P3 Division
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half of all US road and bridge capital projects – faces contin-
ued uncertainty due to Congress not adjusting the Federal 
motor fuels tax since 1993. 

As a result, many project owners at the state and local 
levels have explored alternative methods to deliver sorely 
needed projects to ease congestion, enhance safety, and pro-
mote economic growth. P3 projects, therefore, will remain 
an important piece of the overall solution to the nation’s 
transportation infrastructure challenges. 

In contrast to Mr Salzman’s theory of P3s as a product of 
some nationwide, clandestine conspiracy, the reality is that 
a viable P3 venture is often times the deciding factor on 
whether or not a major transportation project can move for-
ward at all.

States such as Virginia, Texas, Florida, Ohio and many 
others are putting P3s to work and helping ensure that 
scarce public transportation revenue deliver more for their 

“States such as Virginia, Texas, Florida, Ohio and many others are 
putting P3s to work and helping ensure that scarce public 
transportation revenue deliver more for their constituents”

constituents. Certainly P3s are part of a larger discussion on 
transportation financing, one that the US needs to undertake 
in earnest. It is therefore critical that policymakers, indus-
try leaders and the media conduct a fact-based dialogue on 
how best to use and structure P3s. To be frank, Mr Salzman’s 
error-riddled rants do not belong in the debate.
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  Rich Juliano is senior vice president for strategic 

initiatives and managing director of the P3 Division 
at the American Road & Transportation Builders 
Association (ARTBA), based in Washington, DC

  www.artbap3.org 

  ARTBA first organized its P3 Division in 1990, and has 
hosted an annual conference on P3s in transportation 
since 1989
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