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I. Importance of Community 
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Importance of Community 

Community groups may work to advocate for public support, enabling legislation and 
government funding.  



II. Overview of Innovative 
Financing Tools 
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Innovative Financing Tools – Examples 

State financing sources 
• Social Impact Bonds/ Pay for Success 
• Tax Increment Financing 
• Special Assessment Districts 
 

Federal financing sources 
• Transportation Infrastructure Finance and Innovation Act (TIFIA) 
• Private Activity Bond (PABs) 
• Railroad Rehabilitation and Improvement Financing program (RRIF) 

Other federal programs 
• Investor Immigration Program e.g., EB-5 and E-2 

Other funding and financing mechanisms 
• Design-build-finance 
• Availability payments 
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Social Impact Bonds/ Pay for Success 

Category Description 
Background ● A variation on private financing initiatives for funding innovation in social services is the Social impact 

bonds (SIB). 

● SIBs are a promising new approach to government financing which uses an outcome-based method 
called pay-for-success.   

● In a SIB, governments transfer risk to the private sector for the innovation.   

● Investors provide the up-front capital to expand or replicate proven programs and governments pay 
only if the program successfully achieves agreed outcomes.  

● The partnership between investors, government and service providers is founded on performance-based 
payment agreements and has the potential to improve results, overcome barriers to social innovation, 
and encourage investments in cost-saving preventive services. 

● Recidivism 

● Homelessness 

● At-risk youth 

● Early childhood and pre-school 

● Job-training / workforce development 

● Preventative health care 

● Home-based services to keep elders out of nursing 
homes 

● Comprehensive interventions in distressed 
neighborhoods 

Social impact bonds are used to finance preventative 
interventions which can include: 

  

● The new approach / innovation in social services 
delivery   

● Infrastructure requirements such as housing 

● The modernization of IT and knowledge-sharing 
platforms. 
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“Classic” SIB Structure 

Government Intermediary 

Private 
Funders 

Service  
Providers 

5. Principal + ROI 1. Investment 

2. Working capital 
4. Performance- 

based payments 

3. Outcomes & budget 
savings 
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Illustrative example:  A SIB to end chronic homelessness 

Current 
Government 

Costs: 
 

• Emergency 
rooms 

• Ambulance 
• Detox 
• Shelters 
• Jail  
• Police 

Medical Costs 
(pharmacology / 

treatment) 

Status Quo Permanent Supportive 
Housing SIB 

Housing Costs 

Medical Costs 
(pharmacology / 

treatment) 

Government 
Savings 

Post - SIB 

Government 
Savings 

Housing Build / 
Partial Build 

Housing Costs 
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Tax Increment Financing 

Category Description 
Background Tax Increment Financing (TIF) is a public finance technique used by local government jurisdictions to fund 

infrastructure and offer incentives to stimulate economic development in designated geographic areas. In tax 
increment financings, future tax gains and incremental increases in property values are leveraged to finance 
current infrastructure projects.   

Benefits ● Value capture – TIFs do not require a governmental entity to increase its base tax levels to fund projects.  
Instead, TIFs rely on the premise of “value capture.” 

● Reduces upfront capital commitment from states and local government – The TIF structure is 
designed to stimulate economic development with less upfront public capital through the pledge of future 
tax increments. 

● Incentive to “Self Finance” – The willingness of governments to fund basic infrastructure developments 
or improvements through TIF provides incentive for the private sector to “self finance” further economic 
development in the region.  

● Flexibility – TIF provides issuers a great deal of flexibility. TIF-related debt does not count against debt 
limits that may be imposed on governmental entities and further, TIF can be undertaken without requiring 
voter approval.  

Relevant 
Example 

The Dulles Metrorail project is partly funded with TIF. Phase one and two the project is expected to cost 
over $5 billion and is expected to be completed by 2017. TIF accounts for 15% or $400 million of the total 
funds for the Dulles Metrorail project. A second TIF has already been established for the second phase of the 
project. 
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Investor Immigration Program – EB-5/ E-2 

Category Description 
Background The primary purpose of the program is to attract foreign investment to the United States to stimulate the 

economy through job creation and capital investment, such as the E-2 and EB-5 programs. EB-5 investors are 
required to invest in a new commercial enterprise and create or preserve at least 10 jobs. In addition, a capital 
investment is required of at least $1 million or $500,000 within “target employment area” or “rural areas. 

Benefits ● Smaller projects having a shorter time frame may be more favorable as completion of the plan dictates 
the visa approval process. 

● Government managed entities may establish regional centers that work with private firms (arrangers/ 
aggregators) to source individual loans abroad to meet needs of specific or several projects. 

● Private developers may establish Regional Centers to pool funds and operate and manage projects in 
several states and cities. 

Relevant 
Example 

Vermont’s Agency of Commerce and Community Development established the Vermont Regional 
Center (VRC) that is owned, controlled and supervised by State Government. Businesses located in 
Vermont can access capital through the EB-5 program while investors are also ensured that projects are 
managed according to standards established by the U.S. Citizenship and Immigration Service (USCIS). 
Currently, VRC has a variety of approved EB-5 Regional Center projects with over 100 processed investors.  
Many States and Cities with active regional centers in place may promote specific projects e.g., New York 
City Regional Center (multiple projects), D.C. Regional Center (Maryland State Center project), while 
others may promote more specific needs e.g., Washington Regional Center (SR520 Bridge 
Replacement project). 
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Transportation Infrastructure Finance and Innovation Act (TIFIA) 

Category Description 
Background TIFIA is an established federal credit assistance program for eligible transportation projects of national or 

regional significance. Under TIFIA, the U.S. Department of Transportation (USDOT) can provide three forms 
of credit assistance to eligible projects. These means of assistance include secured (or direct) loans, loan 
guarantees, and standby lines of credit. The amount of Federal credit assistance may not exceed 33% of total 
reasonably anticipated eligible project costs. 
Moving Ahead for Progress in the 21st Century Act (MAP-21) authorizes $750 million in FY 2013 and 
$1 billion in FY 2014  in TIFIA budget authority from the Highway Trust Fund to pay the subsidy cost 
of TIFIA credit assistance. 

Benefits ● Leverages private co-investment, for example each dollar of Federal funds can provide up to $10 in 
TIFIA credit assistance and support $30 in transportation infrastructure investment. 

● Interest rates for TIFIA loans generally reflect the government’s borrowing costs (treasury rates) and are 
fixed (compared to commercial loans with variable rate debt). 

● Loan terms are generally favorable to project sponsors, such as flexibility to defer interest and tailor 
principal repayment to cash flows. 

● Improves access to capital markets helps to deliver projects that might be delayed or not built because 
of size, complexity or market conditions. 

Relevant 
Example 

● TIFIA has approved 41 projects with credit assistance of approximately $15.8 billion  (updated  Feb. 2014). 

● NCDOT received an invitation to apply for a TIFIA loan for the I-77 HOT Lanes Project. 
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Private Activity Bond (PABs) 

Category Description 
Background Private Activity Bonds are tax-exempt bonds issued by a state or local government entity on behalf of a private 

entity. Their purpose is to facilitate private investment for projects that generate public benefit. PABs allow for 
the private sector to borrow at tax-exempt rates, resulting in lower overall financing costs.  
Congress created a new category of exempt facilities under SAFETEA-LU that allows certain projects to 
qualify for PABs within a separate $15 billion nationwide volume cap. The Secretary of Transportation is 
responsible for the allocation of this volume cap. According to the FHWA website, approximately $9.3 
billion has been issued or allocated to projects.   

Benefits ● Tax-exempt status provides access to low-cost funds 

● Improves access to capital markets and helps to deliver projects that might be delayed or not built 
because of size, complexity or market conditions. 

● Conduit issuer is a government entity that issues PABs and acts as a conduit issuer that generally 
delegates responsibility of debt repayment to the conduit borrower. 

● Assist projects that are of public benefit but that may have too much private involvement to  qualify for tax-
exempt financing. 

● Project elements funded with Federal funds must follow all Federal-aid requirements; however, not all 
elements of a PAB project are required to follow all Federal-aid requirements. 

Relevant 
Example 

● PABs has been issued in 11 transportation projects of approximately $4.5 billion. Additionally, 7 projects 
have an allocation totaling $4.7 billion. 

● NCDOT received a PABs allocation of $350 million for the I-77 HOT Lanes Project. 
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Availability Payment 

Category Description 
Background Availability payment (“AP” or “Availability Payment”) is used in conjunction with a design-build-finance-

maintain (DBFM) structure, for which APs compensate the infrastructure service provider for its delivery 
of the infrastructure, its ongoing performance to maintain it, and the cost to repay financing of the 
infrastructure construction costs.  
An AP approach can be viewed both as a procurement method and a revenue stream that could be 
useful in accelerating private sector participation in infrastructure projects including the potential need for 
raising private finance upfront. 

Benefits ● Useful payment mechanism in transportation assets where there is little or no user fees 

● Viewed as lower risk by investors and lenders when compared to full concessions 

● Payment is based on criteria determined by the sponsor 

● Encourages whole life approach to road design, construction and maintenance 

● Encourages the developer to minimize disruption to users 

● Makes shorter term P3s more feasible  
Relevant 
Example 

● Long Beach Courthouse, California 

● Presidio Parkway, California 

● I-595, Florida 

● Port of Miami Tunnel, Florida 

● East End Crossing, Indiana 

● Denver RTD, Colorado 



II. Market Developments 
and Maximizing Assets 
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Maximizing existing assets 

Innovative use of right of way and real estate 
• Use of right of way for utilities – e.g. solar power, fiber optic cable, 

telecommunications and power transmission 
• Residue and surplus land and facilities disposition 

Advertising and brand extension 
• Sponsorship 
• Naming rights 

Transit-orientated development  
• Leasing retail, hospitability, office and residential space 
• Air-rights disposition 

Right sizing and performance management 
• Facilities 
• Fleet 



Questions? 



Appendix 
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Financing options for a SIB: 
 Illustrative scenarios to enable different risk scenarios 
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Financing options for a SIB:  
Illustrative scenarios to enable different risk scenarios 

10 

15 

3 

  2 

End of  
project 

25 

Total capital 
needed 

Option 4: Structured investment 
Massachusetts 

Philanthropic 
upside 

Commercial 
upside 

Total payback 
By outcomes 

achieved 

15 

5 
  2 

Commercial 
principle 

Commercial 
gain 

Philanthropic 
principle 

Philanthropic 
gain 

Order of repayment 

33 

Sl
ig

ht
 im

pr
ov

em
en

t 
Sm

al
l i

m
pr

ov
em

en
t 

Im
pr

ov
em

en
t 

Breakeven 

5 

1 

2 

Philanthropic capital Commercial capital Total commercial and philanthropic capital 


	East Coast P3�Infrastructure Conference�March 5, 2014
	Overview
	I. Importance of Community�
	Importance of Community
	II. Overview of Innovative Financing Tools
	Innovative Financing Tools – Examples
	Social Impact Bonds/ Pay for Success
	“Classic” SIB Structure
	Illustrative example:  A SIB to end chronic homelessness
	Tax Increment Financing
	Investor Immigration Program – EB-5/ E-2
	Transportation Infrastructure Finance and Innovation Act (TIFIA)
	Private Activity Bond (PABs)
	Availability Payment
	II. Market Developments and Maximizing Assets
	Maximizing existing assets
	Questions?
	Appendix
	Financing options for a SIB:� Illustrative scenarios to enable different risk scenarios
	Financing options for a SIB: �Illustrative scenarios to enable different risk scenarios

