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Quick Facts
hh State Infrastructure Banks 

can provide loans, lines of 
credit, and loan guarantees to 
projects eligible for Federal aid 
under Title 23 of the United 
States Code.

hh States determine loan 
application process, interest 
rates, length of loans, and other 
policies.

hh Thirty-two States and 
territories had entered into 
an estimated 700 SIB loan 
agreements with a total value of 
$6.5 billion in loans outstanding 
by December 2010.

hh State and local governments 
continue to explore the concept 
of revolving funds to finance 
transportation infrastructure 
projects. Recent interest has 
been shown by Virginia, New 
York, and the City of Chicago.

hhContact
Prabhat Diksit
720-963-3202
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STATE INFRASTRUCTURE Banks 
(SIBs) are revolving infrastructure- 
investment funds for surface transpor-

tation that are established and adminis-
tered by States.

How Do They Work?

SIBs function as revolving funds that, much 
like banks, can offer loans and other credit 
products to public and pri-
vate sponsors of Title 23 
highway construction proj-
ects or Title 49 transit and 
rail capital projects. Feder-
ally capitalized SIBs were 
first authorized under the 
provisions of the National 
Highway System Designa-
tion Act. The pilot program 
was originally available 
to only 10 States and was 
later expanded to include 
38 States and Puerto Rico. The Transpor-
tation Equity Act for the 21st Century 
(TEA-21) established a new pilot program 
for the States of California, Florida, Mis-
souri, and Rhode Island. The next high-
way authorization, the Safe, Accountable, 
Flexible, Efficient, Transportation Equity 
Act—A Legacy for Users (SAFETEA-
LU) expanded authority to all States to es-
tablish SIBs and also allowed the creation 
of multi-State SIBs.

The initial infusion of Federal and State 
matching funds is critical to the start-up 
of a SIB, but States have the opportu-
nity to contribute additional State or lo-
cal funds to enhance capitalization. Under 
SAFETEA-LU, States can capitalize their 
SIB account(s) with additional Federal 
funds as follows:
•	 Highway Account—Up to 10 percent 

of funds apportioned to the State from Na-
tional Highway System, Surface Transpor-
tation Program, Bridge, and Equity Bonus 
programs.

•	 Transit Account—Up to 10 percent of 
the funds can be made available for capital 
projects under Urbanized Area Formula 
Grants, Capital Investment Grants, and 
Formula Grants for Other Than Urbanized 
Areas.
•	 Rail Account—Funds are made avail-

able for capital projects under Subtitle V 
(Rail Programs) of Title 49, U.S. Code.

What Are the Benefits?

SIBs complement traditional funding tech-
niques and serve as a useful tool to meet 
project-financing demands, stretching both 
Federal and State dollars. The primary ben-
efits of SIBs to transportation investment 
include:
•	 Flexible project financing, such as low-

interest loans and credit assistance, that can 
be tailored to the individual projects.
•	Accelerated completion of projects.
•	 Incentive for increased State and/or lo-

cal investment.
•	Enhanced opportunities for private in-

vestment by lowering the financial risk and 
creating a stronger market condition.
•	 Recycling of funds to provide financ-

ing for future transportation projects.

How Is It Used?

Although the authorizing Federal legisla-
tion establishes basic requirements and 

State Infrastructure Banks (SIBs)

The Cooper River Bridge replacement was financed by a loan from the South 
Carolina SIB.



Types and Terms of SIB Assistance

SIB assistance may include loans (at or below 
market rates), loan guarantees, standby lines of 
credit, letters of credit, certificates of participa-
tion, debt-service reserve funds, bond insurance, 
and other forms of non-grant assistance.  

Loan Terms

Maximum loan terms are set at 30 years, and 
repayment must begin no later than 5 years after 
substantial project completion.  

As loans are repaid, the SIB’s capital is replen-
ished and can be used to support a new cycle 
of projects.  For SIBs operating under the rules 
of the initial pilot program, when SIB loans are 
repaid, the funding used for capitalizing the SIB 
loses its Federal designation and becomes State 
funds, which can then be used to finance any 
Title 23–eligible transportation project pursuant 
to State requirements.  Projects financed with 
SIB repayments from TEA-21 and later authoriza-
tions must follow Federal-aid requirements in 
perpetuity.

FHWA retains oversight, monitoring, and 
reporting responsibilities.  SIB eligibility is 
generally determined by FHWA Division Offices, 
in consultation with FHWA Headquarters where 
necessary.

SIBs can also be structured to leverage additional 
resources. A “leveraged” SIB would issue bonds 
against its capitalization, increasing the amount 
of funds available for loans.
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PROGRAM AREAS OF THE OFFICE OF 
INNOVATIVE PROGRAM DELIVERY

IPD provides a one-stop source for ex-
pertise, guidance, research, decision 
tools, and publications on program 
delivery innovations. Our Web page, 
workshops, and other resources help 
build the capacity of transportation 
professionals to deliver innovation.

PROJECT DELIVERY
IPD’s project delivery team covers cost 
estimate reviews, financial planning, and 
project management and assists FHWA 
Divisions with statutory requirements for 
major projects (e.g., cost estimate reviews, 
financial plans, and project management 
plans).

PROJECT FINANCE
IPD’s project finance program focuses 
on alternative financing, including State 
Infrastructure Banks (SIBs), Grant Anticipa-
tion Revenue Vehicles (GARVEEs), and Build 
America Bonds (BABs).

PUBLIC–PRIVATE PARTNERSHIPS
IPD’s P3 program covers alternative procure-
ment and payment models (e.g., toll and 
availability payments), which can reduce 
cost, improve project quality, and provide 
additional financing options.  

REVENUE
IPD’s revenue program focuses on how 
governments can use innovation to gener-
ate revenue from transportation projects 
(e.g., value capture, developer mitigation 
fees, air rights, and road pricing).

TIFIA
The Transportation Infrastructure Finance 
and Innovation Act (TIFIA) program 
provides credit assistance for significant 
projects. Many surface transportation 
projects—highway, transit, railroad, 
intermodal freight, and port access— 
are eligible to apply for assistance.

the overall operating framework for a SIB, 
States have customized the structure and 
focus of their SIB programs to meet State-
specific requirements. A variety of types 
of financing assistance can be offered by 
a SIB; loans are the most popular form of 
SIB assistance. As of December 2010, 32 
States and territories had entered into an 
estimated 700 SIB loan agreements with a 
total value of $6.5 billion. 

Potential Advantages

•	Accelerate State-approved projects by 
providing direct loans and other credit 
assistance.
•	 Create a permanent additional reve-

nue/financing source based on SIB interest 
income and other program income earned 
(revolving fund concept).
•	 Provide credit assistance with flexible 

and reasonable terms (including interest 
rates, repayment schedules, and maturity).
•	 Provide opportunity to local govern-

ments to advance their high-priority proj-
ects (through local funds or by borrowing 
against their State’s allocations of Federal 
aid).
•	 Provide opportunity to private sector 

borrowers to advance desired projects (as 
long as they are willing to provide a rev-
enue source).  
•	 Can be used to support or leverage oth-

er borrowing (e.g., issuing its own debt or 
guaranteeing other entities’ debt).

Potential Limitations 

•	 Need to allocate resources to man-
age ongoing SIB lending and repayment 
functions.
•	 State-monitoring responsibility for du-

ration of SIB activity is longer than typical 
grant assistance timeframe.
•	 Brings possibility of default and/or fail-

ure to make timely debt-service payments.
•	 May cause reduction in Federal-aid 

funds available for other transportation 
program purposes (to extent Federal aid is 
used to capitalize SIB).

Considerations

•	 Underwriting large number of small 
loans, loan guarantees, lines of credit, etc., 
may require intensive management/admin-
istrative costs.
•	 Possibility of default may be higher 

with some local governments and new 
borrowers. 


