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Background

The Tyler Loop 49 project is being developed by the Texas Department of Transportation (TxDOT) in conjunction with the newly-established, North East Texas Regional Mobility Authority (NET RMA). The first three segments of the project are being delivered using traditional design-bid-build contracting, financed through a combination of state, federal, and local funds. These segments will be tolled, allowing the NET RMA to issue toll-backed revenue bonds for the future construction of the remaining segments when traffic growth, revenue generation, and financing conditions are appropriate. At present, Loop 49 is a two-lane (single lane in each direction), all-electronic payment toll road, which will eventually be expanded to a four-lane configuration. Table 1 summarizes the main elements of the project. 

Table 1: Project Description
	Lead Public Agency
	Texas Department of Transportation (TxDOT)

	Existing Conditions
	This project is a greenfield facility that has been in the planning stages for over 20 years. 

	Project Description:
	Loop 49 (which was recently designated as Toll 49) is a grade separated and access controlled, two-lane toll road that will be developed as an outer loop around Tyler, Texas.  

	Project Objectives
	Full build out of the 31.4-mile loop around Tyler, while minimizing the use of public funds.  Full build-out includes the two lane facility to be ultimately four lanes.  Many of the structures have been built to accommodate the additional lanes at a future date.

	Estimated Cost:
	$235 million for the entire project

	Payments to/from Developer
	Because the project involves traditional procurement methods, it doesn’t require payments to or from a developer. 

	Contract Type
	Design-Build-Bid

	Contract Duration
	N/A

	Start Construction
	2005

	End Construction
	2014 (estimated) 

	Non-Compete Clause
	N/A

	Revenue Sharing
	N/A

	Impact on State Debt Limits
	Most of the debt that may be issued for the project will be secured by toll revenues, which do not count toward the state’s debt limits. A 2.5 mile segment may be developed by debt issued by the state government. However, this planned debt issue is currently on hold. 

	Public Benefits
	It is estimated the system financing and phased construction approach has accelerated construction by 20 years. 

	Facility Ownership 
	TxDOT 

	Toll Setting Authority
	TxDOT retains toll setting authority for the facility

	Value-for-Money
	No value for money analysis was undertaken. 


The Tyler Metropolitan Statistical Area (MSA) is anchored by the city of Tyler, which is located approximately halfway between Dallas, Texas and Shreveport, Louisiana. In 2007, the Tyler MSA had a population of 198,705, an increase of 14 percent since 2000. The Tyler area has a large rose-growing industry accounting for roughly 20 percent of commercial rose bushes produced in the U.S. Manufacturing activities include the production of pipe products, air conditioners, heat pumps, oil refining, ceramics used in the steel industry, and western themed clothing. Due to this economic base, it is anticipated that population in the area will grow about 25 percent by 2035. 

To address growing demand in the area, TxDOT in conjunction with NETRMA are developing a loop around the City of Tyler, which will improve connectivity to and around the Tyler area. Figure 1 provides a map of the facility, including a depiction of the termini for the six segments. 
Figure 1: Tyler Loop 49
[image: image1.png]



Source: Texas Department of Transportation (TxDOT)

In addition to public funds, the project is using revenue generation from tolls from the first two completed segments, Segments 1 and 2, to support the development of the remaining segments, Segments 3 through 5. Construction is scheduled to begin for Segment 3A in 2009, which is being financed through federal funds from the American Recovery and Reinvestment Act (ARRA) of 2009. This recently enacted federal legislation is intended to stimulate economic 
activity through the development of “shovel ready” infrastructure projects across the United States. The innovative elements of the project include the following:
· A $12.25 million toll equity grant from TxDOT which provided seed capital for the development of the first two segments;

· Initial financing for the first three segments of the project is from a combination of federal, state, and local funds;

· System financing in which the toll revenues generated from completed segments will be used to develop the remaining segments;
· One of the first tolled 2-lane highways (one lane in each direction) in the United States;
 and 
· The project is being developed by the newly-established NET RMA, a multi-jurisdictional agency that currently consists of twelve, mostly rural, counties located in northeast Texas. 
Historically, the Tyler area has had to compete with larger metropolitan areas in Texas—e.g. Dallas, Houston, San Antonio, Austin and Ft. Worth—to obtain funding for new transportation projects. By using a system financing and phased construction approach, NET RMA and TxDOT have been able to accelerate construction of the outer loop around Tyler which had been in the planning stages for approximately 20 years.
Enabling Legislation

Through the enactment of SB-342 in 2001, the Texas Legislature authorized the creation of Regional Mobility Authorities (RMAs) for the purpose of constructing, operating, and maintaining transportation projects.  RMAs are political subdivisions of the State of Texas, created by one or more counties or by certain cities to finance, acquire, design, construct, operate, maintain, and expand toll or non-toll transportation projects. In particular, RMAs are legally authorized to undertake the following responsibilities:

· Study, evaluate, design, finance, acquire, construct, maintain, repair, and operate transportation projects, individually or as a system.  Transportation projects and/or systems can include a highway or turnpike project, a passenger or freight rail facility, ferry services, an airport, pedestrian and bicycle facilities, an intermodal hub, an air quality improvement initiative, a public utility facility, and a transit system; 

· Work with Metropolitan Planning Organizations (MPOs) to increase transportation funds;

· Develop project financing options, which can include the sale of tax-exempt revenues bonds, private equity, public grants, government credit assistance, commercial loans, and user fees; and

· Issue bonds backed by toll revenues to develop projects and operate toll roads.

Further under this legislation, TxDOT is authorized to pay per-vehicle fees or a similar mechanism to help RMAs defray some of the costs incurred in project development. The RMA board members cannot be elected officials and must reside within the county that they represent. To avoid potential conflicts of interest, RMA board members cannot work for TxDOT or other public agencies. As of mid-2009, seven RMAs have been created in Texas
. Similar entities have been created in Arkansas, Colorado, Massachusetts, and Virginia and are being considered in Ohio and Alabama. 

The NET RMA is a multi-county agency that was established to accelerate the development of transportation projects in northeast Texas. The NETRMA is comprised of twelve counties. In comparison, the other existing RMA’s in Texas typically represent one or two counties.  The NET RMA is governed by an 18-member Board of Directors.
Project Planning and Delivery Method
When the Record of Decision (ROD) for the project was approved in 1998, it was envisioned that Loop 49 would be developed as a 4-lane roadway. Due to TxDOT’s funding constraints, TxDOT began to consider developing this rural facility as a toll road. After conducting a number of toll feasibility studies, it was determined that the facility would not generate enough revenues to finance the entire project. As a result, project design was scaled back to a 2-lane road, with one-lane in each direction. Project segments are being developed by TxDOT as funding becomes available. Toll revenues generated from the completed segments will be used to support the issuance of bonds, which will be used to finance the construction of the remaining segments. 
The process for developing the project as a toll road commenced in 2003. With this decision, Loop 49 project represents one of the first projects to undergo environmental re-evaluation to allow for tolling while a segment was under construction.  To obtain FHWA approval to construct or improve a toll facility or convert an existing federally funded free facility to a toll facility, TxDOT was required to prepare and enter into a memorandum of understanding (MOU) with FHWA. FHWA policy requires that a toll agreement (also known as a Section 129 agreement) must contain the following:
· Reference to Section 129(a)(1) of Title 23, United States Code, that permits tolling;

· Description of the toll facility;

· Commitment that revenues will be used for debt service, operations and maintenance, a reasonable return on private investments, and the establishment of necessary reserve funds;

· Provision of how any excess revenues will be used; and 

· Stipulation regarding FHWA’s access to records.

Because the project involves the use of all-electronic tolling, no toll booths are needed. This has eliminated the need to acquire additional right-of-way as well as helped to simplify the environmental re-evaluation for the project. FHWA issued the ROD for the project in September 2005. The project is being delivered through traditional design-bid-build contracting.

The first two segments are currently in operation having opened in August 2006 and January 2008, respectively. With the provision of federal ARRA funding, construction is scheduled to begin on Segment 3A in 2009. Once the facility generates sufficient revenue, Segment 3B and/or Segment 4 will be developed through debt financing. However, construction on Segment 5, which had been scheduled for 2009, has been delayed due to funding concerns relating to the ability of TxDOT to issue new debt obligations under the Proposition 14 bond program.
 Finally, conceptual drawings have been completed for a possible eastern segment of Loop 49 that would connect SH 110 to I-20.  Table 2 summarizes the status for each of the project segments. 
Table 2: Project Status (As of June 2009) 
	Segment
	Distance
	Status 

	Segment 1 (SH 155 to US 69) 
	5.0
	Completed in August 2006

	Segment 2 (US 60 to FM 756)
	2.0
	Completed in January 2008

	Segment 5 (FM 756 to SH 110) 
	2.5
	Construction plans 100 percent complete. Letting had been planned for 2009, but is currently on hold. 

	Segment 3A (SH 155 to US 31)
	6.5
	Construction plans are 60 percent complete. Funding provided by federal stimulus funds. 

	Segment 3B (US 31 to I-20)
	10.2
	Design scheduled for 2011. Construction to be scheduled completed by 2013 depending on funding availability.

	Segment 4 (I-20 to US 69)
	5.2
	Public hearings scheduled for 2009. Design scheduled to be completed by 2012.  Construction to be completed by 2014 depending on funding availability.


Sources: Texas Department of Transportation (TxDOT) and the City of Tyler 
The project is the second all-electronic toll road in Texas
. The project uses TxDOT toll transponders, which are also used on toll road facilities in Austin and Laredo. In addition, the transponders are interoperable with other toll agencies in the states, including the North Texas Tollway Authority (NTTA) and the Harris County Toll Road Authority (HCTRA).  Customer accounts and toll transactions on Loop 49 are processed by the TxDOT Customer Service Center (CSC) located in Austin. 
Project Financing 

The NET RMA received a toll equity grant from TxDOT, which allowed state funds to be used as seed capital to support the development of planning studies and the procurement process.  The RMA is required to repay TxDOT for the toll equity grant using a percentage of toll revenues from the project. The project is being financed using a combination of federal, state, and local funds. Segments 1 and 2 are being jointly financed by TxDOT, the City of Tyler, and Smith County. In order to develop Segment 3A, the project will receive $38 million in federal funds from the recently enacted economic stimulus package and $9 million other federal grant programs. The City of Tyler and Smith County are also contributing $1 million to develop this segment. Once these segments have been completed and can generate sufficient traffic and revenues, it is envisioned that the toll revenues could be used to secure the issuance of debt to finance the development of Segment 3B and Segment 4. 
The proposed $2.9 billion issuance of Proposition 14 bonds would have provided approximately $19.78 million for the development of Segment 5. However, current difficulties relating to the ability of TxDOT to issue bonds has resulted in the scaling back of this proposed bond issue. As a result,  this project has been recently pulled from the list of eligible projects under the Proposition 14 bond program. No new funding has been allocated for this segment. Table 3 summarizes the sources of funds that have been obtained to date for Loop 49. 
Table 3: Estimated Project Sources and Uses of Funds (As of June 2009)
	Segment
	Source of funds ($ Millions)
	Total Cost ($ Million)

	
	TxDOT
	City of Tyler
	Smith County
	Federal ARRA Funds
	Federal Grants 
	

	Segment 1
	20.70
	1.00
	0.50
	0.00
	0.00
	22.30 

	Segment 2 
	14.10
	0.45
	0.45
	0.00
	0.00
	15.00

	Segment 3A
	0.00
	0.50
	0.50
	38.00
	9.00
	48.00 

	Segment 3B
	TBD
	TBD
	TBD
	TBD
	TBD
	64.80

	Segment 4
	TBD
	TBD
	TBD
	TBD
	TBD
	65.00

	Segment 5
	TBD
	TBD
	TBD
	TBD
	TBD
	19.70

	Total 
	34.8
	1.95
	1.45
	38.00
	9.00
	$234.80 


Source: Texas Department of Transportation (TxDOT)
NET RMA’s Requirements 
By statute, the NET RMA is able to participate in a variety of projects, including tolled or non-tolled roadways, freight or passenger rail facilities, airport projects, intermodal hubs, etc. Loop 49 represents a potential financing source that NET RMA can use, not only to complete the facility, but also support the development of other transportation projects in the counties it represents. 
In addition to repaying TxDOT for the toll equity grant, the NET RMA is responsible for the review of construction plans for Loop 49. Once sufficient institutional and financing capacity is built up, it is envisioned that NET RMA would assume the responsibility for undertaking major rehabilitation and expansion works, including widening of Loop 49 to the ultimate 4-lane configuration. 
TxDOT’s Requirements
TxDOT responsibilities to date include the following: (i) processing and approval of the $12.25 million toll equity grant; (ii) support for the environmental reassessment to include tolling of Loop 49; (iii) carrying out customer account management and toll back office operations for the facility; and (iv) undertaking routine operations and maintenance of the facility, including pavement and  culvert maintenance. TxDOT will continue to own the facility and associated right-of-way. 
Complexity

The largest complexity has involved obtaining financing for the project through a variety of federal, state, and local sources. An additional complexity involved the environmental re-evaluation, which was necessary to allow for tolling on the facility because FHWA had previously issued a ROD based on a non-tolled design. 
Project Challenges

The biggest challenge continues to be obtaining the remaining funds to complete the project.  As of this writing, funding is still needed for Segments 3B, 4, and 5. 
Project Successes

The approach used has accelerated construction of the outer loop around Tyler without having to compete against larger metropolitan areas in Texas for new transportation projects. TxDOT’s Tyler District estimates that without toll revenues, full build-out of the project would be delayed until 2033. Another successful element of the project involved obtaining an environmental re-evaluation to allow for the tolling of the facility. Despite the imposition of tolls, the project has obtained strong support from the community, including funding from the City of Tyler and Smith County. 
Contact: Brad Larsen 651-366-4821/ brad.larsen@state.mn.us
Mn/DOT’s Innovative Finance Website: www.dot.state.mn.us/funding/innovative
�   Other operational 2-lane toll roads in the U.S. include: (i) the Chickasaw Turnpike in southeast Oklahoma. This facility is 27 miles with 2,100 vehicles per day (vpd) and  annual revenues of about $470,000; and (ii) the Polk Parkway in the Lakeland area of Florida midway between Orlando and Tampa which may be expanded and includes connections to I-4.


�   Other Texas RMAs include the Central Texas RMA (Austin), Alamo RMA (San Antonio), Cameron County RMA (Brownsville-Harlingen), Camino Real (El Paso), Grayson County Regional RMA (Sherman, Denison), and Hidalgo County RMA (McAllen)  


�   Proposition 14 allows TxDOT to issue notes or borrow money from any source for up to two years. The State Legislature would later repay these debts by appropriating dedicated money from the state highway fund (Fund 6).  





�  The Westpark Tollway operated by the Harris County Toll Road Authority (HCTRA) was the first all-electronic toll road in Texas and in the nation.
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