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Now that the San Diego County 

Association of Governm ents has 

decided to purchase the 10.5 m ile 

South Bay Expressway toll road, its 

board of directors m ust decide 

how it is going to com e up with the 

$344.5 m illion purchase price.

A public session on Friday at 9 

a.m . will review to two possible 

m ethods of financing the South 

County road. The board m eeting 

will be held in the SANDAG board 
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room , 7th floor, 410 B. Street in 

downtown San Diego.

The expressway, also referred to as 

State Route 125, was built through 

a rare public-private partnership 

and opened in Novem ber 2007. 

Faced with growing litigation and 

shrinking prospects for revenue, 

the com pany holding the Caltrans 

lease to operate the road until 

2042 filed for bankruptcy in 

M arch 2010.

It cost $847.3 m illion to build with 

a com bination of private bank and 

federal Departm ent of 

Transportation loans. On 

em erging from  bankruptcy, the 

South Bay Expressway was valued 

at $309 m illion although outside 

parties have placed the figure as 

high as $896 m illion.

In negotiating a price, according to SANDAG staff, the agency cam e up 

with a paym ent com bination of cash ($247 m illion), continued loan 

paym ents to the federal DOT ($92.6 m illion) from  toll revenues and a 

second lien to be held by the banks and federal agency ($4.5 m illion).

As for why the local agency would want to own the road (actually, they 

would own the balance of the lease on the road), SANDAG lists the ability 

to accelerate its m obility plans for South County by 10 to 20 years, better 

control over how the road functions within the transportation network 

and the opportunity to actually lower the tolls.

By taking possession, SANDAG can also elim inate an existing “ non-

com pete clause” which could have stym ied its own plans for nearby 

Interstate 805 expansion.

SANDAG’s financial consultant Barclays settled on two possible ways of 

financing the purchase.

The first would be through a toll revenue bond. The second calls for a 

com bination of a loan from  TransNet, the half-cent sales tax fund for 

transportation projects, and a swap of funds from  other projects.

Under the first option, SANDAG would partner with the federal DOT’s 

Transportation

Infrastructure Finance and Innovation Act (TIFIA) loan program  whose 

$92.5 m illion note would be repaid from  toll revenues. Notably this option 

“ would preclude any m eaningful reduction in tolls on SR 125.”

Barclays estim ates that all debt on the road would be elim inated in 2043, 
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a year after the current operation lease with Caltrans expires.

The analysts believe that the required toll would likely drive m ost traffic to 

the toll-free and parallel I-805, m uch as it does today.

Under the second option, SANDAG would consider swapping its plans for 

building high-occupancy vehicle lanes for I-805 into the existing structure 

of SR 125, between SR 905 to the south and SR54 to the north. W ith a 

value of $192 m illion, this would then leave a considerably sm aller loan 

am ount of $55.5 m illion from  the TransNet fund, which would be paid 

back with toll revenues.

The analysts believe tolls could be cut as m uch as 50 percent this way and 

rem oved entirely by 2042.

The revenues from  this option would also enable the construction of four 

m ore traffic lanes on SR 125 while m aintaining the sam e level of service 

on I-805 without adding two m anaged lanes at a cost of $480 m illion.

Analysts see a net savings to the region of $268 m illion.

SANDAG still needs to com e up with $247.5 m illion to pay off the banks 

and the staff analysis points out that there is sufficient cash on hand to 

accom plish this, though it could send SANDAG back to the bond m arket 

in 2012.

Using the TransNet funds in the loan/swap option, the analysis points out, 

the $247.5 m illion would be treated as any other transportation project 

expenditure but it could affect the region’s ability to add additional debt 

for som e projects.

The toll road currently costs $4 for a typical two-axle vehicle to travel the 

entire 10-m ile stretch, or $3.85 for FasTrack users, according to 

southbayexpressway.com . H owever an analysis of traffic indicates that 

less and 50 percent of users starting at the southern-m ost end drive the 

entire length of the road.

Analysts agree that the freeway’s average weekday traffic of 26,000 is well 

under the capacity of the road.

“ The analysis shows that SR 125 is only capturing a sm all portion of the 

potential roadway users,” according to the report to SANDAG’s board. 

“ There is a clear potential for additional traffic to shift from  both local 

roads and the highways to SR 125 at lower toll levels.”

Contact: bob.hawkins@uniontrib.com, 691-718-5253 and Twitter: 
@sdutTransport.

Find this article at: 
http://www.signonsandiego.com/news/2011/aug/24/sandag-board-consider-how-pay-south-bay-expressway 
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