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Air pollution and traffic in Tehran have become a major challenge in recent
years. By examining the data published by the Tehran Municipality, part of
this challenge can be seen in the reduction in the number of Tehran city buses
and the slow pace of their electrification. In this study, referring to the lack of
financial resources in the contractionary state of the Iranian economy,
financing methods through the capital market have been introduced. To find
the best financing option for the electrification of Tehran buses, these options
have been evaluated using the TOPSIS tool. Decision matrix data has been
collected through a questionnaire from 21 experts in the field of financing.
Finally, considering the four criteria of financing cost, size and capacity to
absorb resources, time horizon and ease of process, lease-to-own bonds were
ranked first. Also, in order to create sustainability in the process of fleet
modernization and development, it has been suggested that the Ministry of Oil
use the capacity to issue savings certificates for the municipality to complete

financing, lease-to-own bonds.

capital market,
lease-to-own,
air pollution,
traffic.

Cite this article: Hosseini, M. & Moosavian, F. (2025). Ranking of financing methods for electrification of urban bus fleets in

the Iranian capital market. Urban Development Policy Making, 2 (2), 247-262. DOL:

© Seyed Mahdi Hosseini, Seyed Farhan Moosavian
DOIL: http//doi.org/10.22034/judpm.2025.510867.1015

http//doi.org/10.22034/judpm.2025.510867.1015
Introduction

Air pollution and traffic in Tehran have become a major challenge in recent years. By examining the
data published by the Tehran Municipality, part of this challenge can be attributed to the reduction in
the number of city buses in Tehran and the slow pace of their electrification. This study referred to the
two crises of air pollution and traffic in Tehran and discussed the necessity of electrifying the bus
fleet.

Methodology

To solve the problem of lack of financial resources in the current state of the Iranian economy,
financing tools were introduced through the capital market. To select the best option, the financing
tools were evaluated using the TOPSIS model. The decision matrix data was collected through a
questionnaire from 21 experts in the field of financing. Finally, considering the four criteria of
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financing cost, size and capacity to absorb resources, time horizon, and ease of process, lease-to-own
bonds were ranked first.

Results

This tool collects funds from investors, procures electric buses and leases them to the Tehran
Municipality; upon maturity, the buses become the property of the municipality upon full payment of
the nominal value of the bonds. Also, for the sustainability of fleet renovation and development, it was
proposed that the Ministry of Qil issue an energy saving certificate to the municipality and sell it on
the market.

Conclusion

This study focuses solely on the urban bus fleet and does not consider other options such as metro,
urban taxi, and internet taxi. Also, despite covering both equity and debt financing options, financing
from international sources is not considered. Given the importance of reducing emissions and the
energy transition process, the use of international capacities can also be considered. For future studies,
it is suggested that the global literature on new financing tools be reviewed. It is also possible to
examine the necessary incentives to facilitate the process of financing fleet electrification.
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