INFRASTRUCTURE CASE STUDY:
Metro Region Freeway Lighting

SUMMARY
PROJECT TYPE

YEAR

Freeway lighting

2017

DEAL STRUCTURE
Design-build-finance-operate-maintain agreement

TOTAL COST
$145 million (including energy)
FINANCING
Private financing and equity
FUNDING
Availability payments from the Michigan Department of Transportation
(with $79 million in federal funds)
PUBLIC BENEFIT
Increased safety on freeways and greater long-term energy efficiency

Background
As of August 2015, less than 70 percent of freeway lights in the Detroit metro area were properly functioning, a serious
safety and visibility concern. Additionally, 87 percent of the old freeway lights were high pressure sodium or metal halide
fixtures, which are not energy efficient. To solve this problem, the Michigan Department of Transportation (MDOT) entered
into a 15-year public-private partnership with Freeway Lighting Partners, LLC, (FLP) to replace approximately 15,000 lights
in the Detroit metro area with energy-efficient LEDs and maintain 98 percent functionality of the lights after two years.1
This is the first public-private partnership (P3) on a freeway lighting project in the United States.2

Project Description
Highway lighting is a safety priority for MDOT, but the transportation budget did not allow for replacement of lights and increased
maintenance.3 A contract with private partners allowed the project to move forward. FLP consists of Star America Infrastructure and
Aldridge Electric, Inc., as equity owners.4 Aldridge Electric is the design-build partner, Parsons Brinkerhoff, Inc., is the designer, and
Cofely Services, Inc., will be the operations and maintenance provider.5 BlackRock Infrastructure joined as a financier in October 2015
(two months after the agreement was negotiated).6
The replacement and rehabilitation of the freeway and tunnel lighting system will take place during the first two years of the contract,
and then FLP will operate and maintain the system for the remaining 13 years. The agreement was made in August 2015. MDOT expects
$13 million in savings over the life of the contract, in part due to the more energy-efficient lighting.7 An additional benefit is that FLP will
be liable for the first $150,000 in losses from theft, and the risk will be shared 50/50 for damages up to $250,000.
This project will be privately financed by FLP and BlackRock. One of BlackRock Capital’s entities, Allianz Life Insurance of North America,
provided financing, while FLP contributed equity.8 MDOT will pay two milestone payments, $6 million once lights are operating at 90
percent (required within one year) and an additional $6 million paid upon “substantial completion” (98 percent operating required within
two years) to the private financiers.9 Additionally, MDOT will pay quarterly service payments based on availability and energy savings
during the 13-year operating and maintenance phase (estimated at $2.1 million, not including power costs).10 To help cover these costs,
MDOT received $79 million in federal funds.11 Milestone payments will not be submitted if the requirements are not met and are subject
to deductions under the terms of the agreement.12

Benefits and Criticisms
Full judgment cannot be passed on this project until the two-year construction period has concluded next year, but if activities proceed
as expected, it seems likely that the freeway lighting P3 will be a success. The state will obtain savings through energy efficiency, and
it will have used an innovative approach to make room for a priority project without making cuts to the transportation budget. The state
carries little risk because they are covered for theft for up to $150,000 (copper theft is the concern), and the main milestone payments
will only be paid upon completion of fulfillment of project terms.13 The public will benefit from safer, more illuminated highways that are
more energy efficient.
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Takeaways
This project demonstrates the breadth and depth of possibility with public-private partnerships. It is an example of how financing
can be structured to advance investment in critical infrastructure beyond more traditional roads, bridges, and transit services into
energy, utilities, and public spaces. Further, the public entity issued the request for proposal with six explicit goals to hold the partner
accountable for delivering on throughout the project lifespan: safety, efficiency, mobility, quality, finance, and schedule.14 Making
these goals explicit and transparent can help ensure all partners are acting in the same interest, and stakeholders affiliated with and
interested in the project, including the public, can clearly track performance according to set goals.
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