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Tappan Zee Bridge: A Test of Obama’s Deft Hand

A Special Report
by PWF Editor William G. Reinhardt

Ten years dormant, the Tappan Zee Bridge replacement project is moving rapid-
ly now, with President Obama throwing the full weight of his office behind achiev-
ing an August notice to proceed on what will be the largest infrastructure project
under construction in America. Environmental permitting, which began in
October, is being rushed through federal and state regulatory agencies to ensure a
ground-breaking before the start of the Democratic National Convention on Sept.
3,2012.

New York Gov. Andrew Cuomo has taken on the unprecedented eight-month
development effort under the state’s untested design-build law. Speculation among
some bidders is that Cuomo, a rising Democratic star, may be selected as Obama’s
vice president, with the Tappan Zee Bridge (TZB) and the thousands of jobs it
would create as the crown jewel in his portfolio as governor of a key Democratic
state.

“Failure is not an option,” says Karen Rae, who was hired by Cuomo in
early December to run the TZB project as Deputy Director of the New York State
DOT (NYSDOT).

The project, now estimated by NYSDOT to cost $5.2 billion, will be the state’s
first using a design-build delivery approach, which became legal under a new law
passed in mid-December. As proposed now, twin cable-stayed bridges will be built
500 ft north of the existing bridge to carry eight lanes of [-87/287 three miles
across the Hudson River between Nyack and Tarrytown, N.Y. Work on the envi-
ronmental impact statement began in late October, 2011, and a signed Record of
Decision (ROD) is to be delivered in August, 2012.

Proposals are being prepared by many of the largest builders in the world, but
under unusual conditions—firms are being given just four months to prepare
lump-sum, fixed-price bids. Moreover, the bid deadline in June is one month
before the scheduled delivery of the ROD from the U.S. Federal Highway
Administration’s (FHWA) Albany office.

Unlike the predevelopment agreements used on a few large public-private trans-
portation projects in Texas, TZB design-build teams will have no input into the
preliminary design being done by the state. Cost-saving alternatives proposed by
the TZB bidders will be considered by the state during the one-month period after
price and technical proposals are submitted in June and a “best-value” selection
is made in July.
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Financing has not been arranged, but will require the
close and quick cooperation of the New York State
Thruway Authority board, the state legislature, the U.S.
Congress and others. A key piece will be an air-tight guar-
antee that there will be sufficient funds to cover any
changes made by the government after construction starts.

Gov. Cuomo has emphatically ruled out a public-pri-
vate partnership (P3) approach, the use of private equity
or any life-cycle interest stemming from private mainte-
nance of the bridge. It took 20 years to overcome public
employee union opposition to design-build legislation
and the unions and their supporters are even more fear-
ful of P3s.

Nevertheless, there is a belief among some project
advisors that a P3 may be the only option for financing
and delivering the bridge. Based on studies done in 2008
and 2009, a funding gap of $500 million or more is pos-
sible. Private debt-equity financing, though more expen-
sive, may be needed to bridge the gap. Deferring some
contractor payments is being considered and that in
itself is a form of private financing.

Andrew Cuomo’s father, former Governor Mario
Cuomo, was known as “Hamlet on the Hudson” for his
long deliberations on key decisions. In contrast, his
son’s Tappan Zee Bridge project is a bold, high-risk run
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for the gold. He may not succeed but no other governor
in America has put so much on the table. (Certainly not
New Jersey Gov. Chris Christie, who cancelled his ARC
tunnel project a year ago). And nobody in the public
works financing world wants Cuomo to fail.

There are many challenges ahead:

The Right People

Cuomo’s point person: Karen Rae, a transit advo-
cate, is better known for her lobbying skills than as an
administrator. She was eased out of her job as Director
of the Virginia Dept. of Rail and Public Transportation,
and more recently as Deputy Administrator of the
Federal Railroad Administration (FRA), where she was
selected in March, 2009 to run Obama’s flagging high-
speed rail program. To be fair, FRA had little experience
in the complicated work of making grants and was given
the job by Obama of delivering high-speed rail to 80%
of the U.S. population in 25 years.

NYS DOT design/construction oversight: Joan
MacDonald was appointed New York State DOT
Commissioner in January 2011 after serving as Director
of Economic and Community Development in
Connecticut and having held a wide range of public pol-
icy and planning jobs in New York. Among them was a
three-year stint as Director of Capital and Long-Range
Planning at Metro-North Railroad in the early 1990s.
Metro-North’s parent, the Metropolitan Transportation
Authority, dominated the early planning for the Tappan
Zee replacement, advocating a commuter rail link across
the bridge to Grand Central Station. To reduce costs,
Cuomo has deferred building all of the transit compo-
nents, including express bus service, from the current
project.

NYS Thruway Authority bidding/financier/
owner/operator: Thomas J. Madison was appointed
acting executive director of the Thruway Authority on
Sept. 19 at an annual salary of $165,800. He has had a
long political career in New York, including as former
Gov. George Pataki’s transportation advisor and
Commissioner of the NYSDOT where he oversaw a $7-
billion budget and $18-billion capital program. The
Thruway Authority, which spends about $200 million a
year on new construction, will be the owner and princi-
pal financial backer of the new bridge.

A key player in the Thruway Authority financing will




be Howard P. Milstein, a major Cuomo campaign donor,
who was appointed Chairman of the Thruway Authority
Board last June. Among other things, Milstein runs
Emigrant Bank, the largest privately held bank in the
U.S., and is a major real estate developer/owner in New
York, most recently in Niagara Falls.

Also appointed this year by Cuomo is Donald Rice
Jr., a Wall Street municipal bond banker. The five other
Board members, including Vice Chair Donna Luh, are
holdovers from previous administrations. Among them
is banker E. Virgil Conway, who headed the New York
City Metropolitan Transit Authority (MTA) before
being named to the Board in 2006 by Governor George
Pataki.

FHWA funding/EIS lead: John McDade, Division
Administrator of the Federal Highway Administration’s
(FHWA) office in Albany, will direct the preparation of the
EIS and sign the ROD. In Washington, the White House
appointed a TZB “Rapid Response Team” in November
headed by FHWA Deputy Administrator Gregory Nadeau
and Council on Environmental Quality chairwoman Nancy

Benefits of P3 Delivery

Transportation Infrastructure

Design-bid-build works well for many projects, but there
are situations in which P3s can offer outcomes not avail-
able otherwise:

>Capture private sector innovation early in project
development

>Accelerate project delivery

>Fix costs/completion date early in design phase

>Encourage lifecycle cost efficiencies and quality
facility performance

>Shift risks and reduce claims that under DBB are
public’s responsibility

>Protect the government in the event of default

P3s can offer more upfront capital formation than muni rev-
enue bonds:

>Tax-exempt bond market has more conservative
debt-coverage ratios

>Investor classes are different, offering different risk
appetites

>Private investors may be willing to take more risk on toll
revenues performance

>Tax-exempt borrowing rates available through
$15-billion federal PABs program

>Accelerated depreciation creates significant value for
private equity
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Sutley. Gloria Shepherd, who heads FHWA’s office of
environmental planning and right-of-way, will coordinate
the permitting work being done by the many federal agen-
cies involved in approving the TZB project.

N.Y. construction trade unions: the main beneficia-
ries of Obama’s decision to build the TZB on an acceler-
ated schedule are the unionized workers in the region
who will get all of the jobs. It has been decided that the
work will be done under a project labor agreement that
sets work rules and pay scales at prevailing union wages
in the region.

Finance

Financial advisor Jeffrey A. Parker & Associates was
hired on Dec. 6 (beating KPMG and Public Resources
Advisory Group/Mercator) to provide a plan of finance for
how to fund the contract cost of the bridge and contingen-
cies. The current engineers’ estimate is based on concep-
tual designs done by a team of NYSDOT advisors, com-
prising AECOM, ARUP and Earth Tech. Thruway
Authority bond counsel Winston & Strawn will play a crit-
ical role as will Stantec, which will update the TZB traffic
and revenue forecasts it did in 2008. Richard J. Gobeille,
National Toll/Finance manager for Jacobs, among other
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things, will advise the Authority on the
TZB financing plan, which may include
conversion of the Thruway’s inefficient
barrier system to an open-road toll collec-
tion system for capturing free-riders.

There are no funds for the TZB replace-
ment in the state’s transportation plan or
the Thruway Authority’s capital budget.
Early funding for the fast-track procure-
ment appears to be coming mainly from
FHWA, in the form of a promised grant of
$18.6 million for the geotechnical work.

Presumably, more federal grants will be
made available for the accelerated devel-
opment work and the construction fund-
ing, although there is not an obvious
opportunity right now for either a congres-

FHWA Guns It On TZB Enviro Permits

At a Dec. 14 public meeting in New
York, John McDade, Federal Highway
Division Administrator in New York,
described the work being directed by
President Obama’s Rapid Response
Team to deliver a signed Record of
Decision (ROD) on the three-mile-long
Hudson River bridge replacement project
by August, 2012.

Among other things, that would mean
conducting air quality studies this winter
that are normally done in warm weather.
Nevertheless, McDade says the final sig-
noff required to start construction will be
delivered on time.

“It is a fast-track project” he says,
“and we are working in parallel on the
environmental process with the NEPA
side as well as on the RFQ and RFP
process and doing it as a united team in
working on it on many levels.

“Since the notice of intent on October
12th, we began and closed the scoping.
That traditionally takes three to nine
months. In this case we accomplished
that in less than six weeks.

“We convened a meeting of cooperat-
ing agencies and issued a cooperative
agreement for those agencies to sign, to
bring them all on board. That could take
anywhere from three to six months, and
that was accomplished in less than two
weeks.

“We secured the cooperative agree-
ment from the cooperating agencies.
Again, that could take a couple of months
and again, it was done within two weeks.

“We revised the prior DEIS and sub-
mitted it for preliminary review to the
cooperating agencies on November 29th.
Under optimum conditions, that could
have taken anywhere from nine to twelve
months. We accomplished that in less
than three months.

“We traditionally engage agencies in
earnest for permits after the record of
decision, and that's an ongoing effort,
has been since the cooperative agency
meeting on October 24.

“We have developed an advanced
geotechnical testing program. That could

have taken up to nine months. That was
accomplished in less than two months.

“We have advertised and are about to
award a $3.5-million boring contract.
That was done in six weeks. We've adver-
tised and taken bids for the procurement
of piles. That was done in less than six
weeks.

“We have solicited and designated a
financial advisor. That could take up to
nine months, and that was done in six
weeks as well.

“In terms of the EIS, the important
milestones moving forward are: The
issuance of the scoping summary
report. That will be done at the end of the
month. Draft Environmental Impact
Statement, we're shooting for January
19th, 2012. We will be holding public
hearings a month later in February. Final
environmental should come in August.
And we'll be publishing the Impact
Statement in June, and a record of deci-
sion in early August.” l
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sional or White House earmark of the size needed for
TZB.

The preliminary financial plan and other work done in
the past few years identified changes in Thruway finances
and operations that could support as much as $3 billion in
debt from user fees in the TZB region. Raising that
amount would mean at least doubling the $5.00 TZB toll
and converting the Thruway Authority’s toll barriers to an
all-electronic system from Route 17 east to the New York
City border. Eliminating obsolete toll collectors and free
riders could produce savings of up to $50 million a year,
it is estimated.

Theoretically, the Thruway Authority could issue addi-
tional debt under its General Bond resolution, according
to a Winston & Strawn report in November 2009. But that
doesn’t seem likely. The authority is carrying $3.16 bil-
lion in debt which is projected to grow to $3.68 billion by
2014. Traffic on the Thruway, and the TZB in particular,
has been trending down for the past three years. So get-
ting enough Board votes to increase tolls and issue bil-
lions more debt to help fund the TZB replacement would
be difficult politically, especially on Cuomo’s schedule.

Disaggregating the TZB revenues, all or part, in order
to fund a large part of the TZB construction cost with

Tom Warne On Political Leadership
Commentary by the former Director

of the Utah Dept. of Transportation:

“l am struck by . .. the growing rancor in our country
regarding virtually every topic—including transportation.
Whether healthcare, social programs or transportation the
chasm that divides our citizenry is wide and seems to be
growing wider. Historically, transportation projects were
one area where consensus could be reached and projects
advanced.

“I remember meeting years ago with the newly elected
mayor of Salt Lake City, Rocky Anderson. He was surprised
at the opposition to the UTA’s proposed light rail extension
to the University of Utah. | shared my observation with him
that there is never unanimity on major transportation pro-
jects; you do your best to resolve the issues but at some
point you just need to move forward. That line was built and
is highly successful in spite of those who opposed it. It
takes leadership among elected and appointed officials to
make these projects happen: leadership has never been
more important in our industry than it is today.”

S}

infrastriuctliirel

debt backed by just the TZB tolls is another option.
Complex legal work would be required, however, to
break the system-wide toll-revenue pledge to existing
Thruway bondholders. Also, refinancing the Authority’s
$3.16 billion in outstanding bonds under a new General
Bond Resolution and then issuing new TZB debt will
take time and a lot of money.

Low-interest federal loans or tax incentives would pro-
vide a boost to a TZB user-fee financing. Toward that end,
the White House recently ordered FHWA to open a new
solicitation for its TIFIA loan program on Dec. 30, four
months ahead of schedule. It seems probable that one goal
is to quickly advance a federal direct loan or guarantee for
the TZB project debt. In addition to their low interest,
TIFIA loans give borrowers five years before they have to
begin paying interest. Project debt must be rated invest-
ment grade to qualify for federal assistance, however.

Loans under the TIFIA program are capped at 33% of
eligible project costs, which would mean about $1.8 bil-
lion for TZB, by far TIFIA’s largest. The average review
time for a TIFIA loan is about two years so TIFIA’s two
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loan officers would have to move faster than ever to meet
Obama’s directive.

An even better option is contained in a proposal by Rep.
Ron Wyden (D-Ore.) to create tax-credit bonds backed by
customs fees that would make available 30-year financing at
0% interest for transportation projects like TZB. If enacted,
that would triple the proceeds from capitalizing TZB tolls. A
possible legislative vehicle, the Surface Transportation Act,
expires March 31 next year, but has no provision for tax-law
changes at this point.

Gov. Cuomo is reported to be exploring ways public
and private pensions funds could be induced to buy TZB
debt. Pension administrators now invest in a portfolio of
P3 projects around the world via private equity funds that
charge substantial fees and seek returns of 12% or more.
The TZB project needs low-cost debt financing, however.

NYS Comptroller Thomas DiNapoli has ruled out a
direct investment from the state’s Employee Retirement
System. Construction trade union pensions are another
potential source of funds. But Taft Hartley rules impose
strict fiduciary and lending restrictions on the administra-
tors of these funds.

Two key restrictions on trade union pension funds are:
1) investments may not be concentrated in a single asset,
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especially social investments like the TZB; and 2) a utili-
ty-like structure would have to be set up to guarantee that
TZB tolls are increased as required to cover debt service
and inflation for 20 years or more.

NYS Thruway Authority

Much is being asked of the Thruway Authority Board and
staff. Thruway tolls are among the lowest in the nation. In
past years, the Thruway board’s operating philosophy—and
political mandate—was to minimize tolls. Its toll barriers,
for example, were originally located to allow the greatest
number of free miles.

The high-income commuters who are among the prin-
cipal users of the TZB pay a two-way toll of $5. The com-
parable toll for the George Washington Bridge (GWB),
20 miles south, is $12. The Port Authority of New York
and New Jersey, the GWB’s operator, is paying a dear
price for recently raising its tolls, however. After cutting
staff for years, it is being roundly criticized for paying too
much overtime, most of which goes to its police force.
More staff cuts seem possible.

For the Thruway Authority, being starved of operating
capital has meant that maintenance of Thruway assets typi-




cally has been short-changed. This has led Authority engi-
neers to design structures that last decades without requir-
ing maintenance. The new TZB design, for example, calls
for a structure that will not require major maintenance for
100 years, which will add substantially to its cost.

Bidding

Design-build expert, Nossaman LLP, has been hired
to advise on the TBZ contract and bidding. David
Capobianco, the Thruway Authority’s project manager,
says his group evaluated allowing design-build teams
from two months to six months to develop their lump
sum, fixed-price proposals.

Firms consulted said they wanted six months, he
says. They’ll get four. “We heard that in four months
we’d get 95% of what we would get for a six-month
period,” he says, so qualifications are due Jan. 10, 2012,
and final proposals from as many as five finalists will be
due in late June. A notice to proceed is set for next
August.

Two key issues for bidders—a stipend and an early
completion bonus to offset high penalties for delayed
completion—are undecided. At this point, an early com-
pletion bonus is not being considered, says a project
consultant.

Public employee union ally, New York State
Comptroller/CFO Thomas DiNapoli, must approve all
state contracts, including whether and how much of a
stipend will be paid to share TZB bidding costs with the
unsuccessful teams. Without substantial stipends, bid
options and cost-saving design innovation from the bid-
ders will probably be limited.

One bidder says DiNapoli is considering a $1-million
stipend for unsuccessful proposers. “That’s a drop in the
bucket,” he says, considering bidding costs for such a
rushed project will be in the “tens of millions” of dol-
lars, including expensive geotechnical studies.

NYSDOT hopes to receive the FHWA grant and
award a contract in January for 68 borings and three pil-
ing demonstrations—from 60 to 400 ft deep. However,
one of the bidders says the information from those sam-
ples won’t be available in time to inform its bid. And
none of the prospective bidders will budge “until we
make sure we understand the geotechnical risk,” he
says.

To speed the state’s foundation studies, one of the

bidders has proposed doing the borings and pile tests
itself and providing the data to the other teams.

Design work by consultants is being rushed to provide
30% of the necessary drawings to bidders as part of the
RFP in February. “In terms of the bridge itself, we're
looking at a range of long-span and short-span bridges,”
says Capobianco. “Both will have different impacts in
terms of the river ecology, in terms of the number and size
of foundations, the number of piers, and in terms of con-
structability there will be issues.” In either case, extensive
dredging of Hudson River sediments will be required.

Final bids are due in June but important details, such as
the final alignment of the twin spans, won’t be determined
until the final environmental impact statement is complet-
ed in July. Important design decisions on seismic safety
won’t be decided until the RFP is issued in February.

Seismic Design

Except for the Verrazano Narrows Bridge, the most
recently built, in 1964, none of the bridges in the New
York City region are designed to resist predicted earth-
quake loads. The TZB is based on an economical design
and was built for $81 million in the 1950s. It is basical-
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ly a steel box floating on mud. A primary rationale for
replacing the bridge, besides the $100 million spent each
year to keep it safe, is to meet updated seismic design
standards, which may require driving some of the founda-
tion piles to bedrock as deep as 400 ft under water.

Concern about seismic loads and the potential cost
impact on TZB was heightened by a quake last October in
Virginia which shook the TZB. The unexpected quake
also supported the case of anti-nuclear activists who, with
Cuomo’s support, have been seeking to stop the relicens-
ing of the Indian Point nuclear power plant, which is
located on the river a few miles north of the TZB.

Seismic safety is a key concern cited by the anti-nuclear
activists. If the TZB design gets caught up in that political
discussion, costs may quickly spiral out of control.

Bus Rapid Transit

Rail transit was a principal motivation 10 years ago for
building the new TZB when the planning process was
dominated by the New York City MTA. Costs spiraled to
over $34 billion, however, so Bus Rapid Transit (BRT)
lanes now are the preferred transit option of politicians on
both sides of the bridge.

Cost of a full BRT system to carry an estimated 50,000

commuters per day from Suffern, N.Y., across the TBZ to
Port Chester, N.Y., was estimated in 2008 to be $2.9 bil-
lion. That has been deferred for lack of funds, though
enough space will be left between the two vehicular spans
to build a third bridge to carry bus or rail capacity in the
future.

One of the TBZ bidders based in New York is consid-
ering adding a reversible lane as a bid alternate to provide
the capability for express bus service now.
Accomplishing that, in addition to putting another feath-
er in Cuomo’s hat, would calm powerful transit activists
who might otherwise confound the project.

Among them is Westchester County Executive Robert
Astorino: “If there’s not mass transit on it [TBZ], I don’t
know what the economic benefits are if you replace one
[bridge] with another that’s exactly the same. It seems to
be the status quo $6 billion later.”

Perspective: The Big Dig

Mega-projects, unless they are meticulously planned
and executed, pose considerable risk to the private con-
tractors who build them; less so to the politicians whose
star rises quickly at the groundbreaking. The job of deliv-
ering critical public assets at a fair price onan accelerated
schedule can be accomplished using a design-build deliv-
ery approach. But to succeed, design-build requires a

Public Works Financing pub-
lished its first issue in January
1988 and quickly built a strong
base of loyal subscribers by pro-
viding accurate, objective and
timely information about public-
private partnerships and innova-
tive finance of public works infra-
structure projects.

But our advertisers have taken
loyalty to new heights. Of 33 cur-
rent advertisers, 19 have market-
ed their services in PWF for over

Thanks to PWF’s Loyal Advertisers

10 years (eight of them for over
15 years and four for 20 years).

Our first advertiser, Jerry
Pfeffer of CRSS, came aboard in
1990 and was quickly followed
by Parsons Brinckerhoff,
Nossaman, Wilbur Smith,
Washington Group, (now URS),
Herzog and Hawkins Delafield &
Wood, who are still the P3 lead-
ers in America. The Canadians,
Spanish and French transportation
developers (11), and municipal

water operators (4), came next.
Then, starting in 1995, the full
compliment of technical, legal and
procurement advisors came
aboard.

Together, these firms dominate
the P3 market—they have successful-
ly closed well over $300 billion
worth of road, rail, water and build-
ings projects worldwide since 1985.

For information about how to
market your services in PWF,
please visit PWFinance.com or
contact William Reinhardt at
(208) 654-6572 or email:
pwfinance@aol.com

8 PWFinancing | December 2011




monumental shift in the culture and behavior of govern-
ment design and construction bureaucracies. Besides, it
is no panacea for curing the much larger issues that arise
when trying to solve complicated transportation prob-
lems.

After 20 years of planning to dig a six-mile tunnel
under downtown Boston, the Central Artery/Tunnel
(CA/T) project was launched in 1983 by Gov. Michael
Dukakis and House Speaker Tip O’Neill, who promised
90% federal funding for their $2.3-billion project.
Engineers, who had been working on the CA/T since,
knew it would be substantially more than that. But near-
ly all big public works projects start by putting the
“camel’s nose in the tent” and then seeking additional
public funding to finish the body of the work.

With Sen. Edward Kennedy (D-Mass) leading the
successful effort to override President Reagan’s veto,
the surface transportation bill in 1991 gave a federal
guarantee of 85% funding for CA/T from the Highway
Trust Fund. The CA/T cost estimate had grown to $5.2
billion by then, partly because of design changes
required by FHWA during a three-year review before it
would approve the Record of Decision. Also, no owner
had been designated at that time to insist on cost con-
trols and optimizing operability. In any case, the project
moved ahead largely because of the federal guarantee.

The Big Dig contracts were awarded to low bidders
whose prices were based on quantities taken from 100%
design drawings supplied by the government and its
engineering consultants. The government’s lead agency
on the project, Mass Highways, is faulted for lax over-
sight and for the opacity of that process. For those and a
host of other reasons, costs spiraled out of control again.

In 1994, senior executives of Bechtel, one of the pro-
gram managers, met secretly with Gov. William Weld
and told him they expected the final cost would be $14
billion. That estimate did not become public for nearly
two years. When it did, the federal government took
back its guarantee and ultimately reduced its funding
share to 58%.

The Damage Done

By 2002, when construction was completed, the federal
government had sent $8.6 billion in Highway Trust Funds
to Boston for the Big Dig. Cost accounting is still going on,
but the final tally is expected to be over $20 billion.

When it was all done, at least one of the major contrac-
tors had gone bankrupt. The program management team
of Parsons Brinckerhoff and Bechtel reportedly lost $150
million profits and another $200 million to settle dis-
putes. A number of public officials lost their jobs. And
there is a permanent rift between the western
Massachusetts users of the Mass Pike who were forced
to accept toll increases to fund the state’s share of the
overruns, and the commuters who live south of Boston
and get the most benefit, but whose political pull keeps
their highways free of tolls.

Many of the private sector players working on the TZB
project are skeptical of the aggressive schedule adopted
by President Obama and Gov. Cuomo. Gaining their con-
fidence and getting the five design-build teams to spend
what could be as much as $100 million to prepare their
fixed-price bids is the state’s greatest challenge. The less
the contractors spend to prepare their bids, the greater the
unknowns and the higher their bids will be.

“Moving ahead on a political schedule risks the ill-
will of the construction industry,” says an executive of a
national design-build contractor. “If they fail, all of this
will be for nothing.”

Visit PWFinance.com >> Major Projects Database<< for details

of succsssful P3 projects in the U.S. and globally.

PWFinancing | December 2011




10

A Roadmap For Social Infrastructure P3s in the U.S.

By Patrick J. Keogh, President, AMV LLC

Part One: It’s about the
process and relationships

I have been doing privately financed
public sector deals for about 40 years
now. About 25 million square feet of
space in all. Mostly office buildings
but also a fair number of labs, court-
houses, archival facilities and hospi-
tals. I worked as a public employee for
many years and for the last fifteen
years or so as a consultant to govern-
ment agencies. Although most of my
work has been with the feds I have
worked with local governments as
well. Almost all my work has been on
the public side of the deals and almost
none of it involved appropriation of
development funds.

Throughout my career my work
came in spurts and was associated with
budget constraints. That is, as pres-
sures grew on public budgets the
incentive increased to find innovative
“alternative financing” techniques;
ways to finance “off budget.” In the
federal government these time were
usually associated with wars. After
World War II and the Korean War the
US General Services Administration
embarked on a so called “purchase
contracting” program. After Vietnam
it undertook a similar program and
with the end of the Cold War it initiat-
ed a “lease construction” program.

Today, with the enormous pressure
to limit federal capital outlays, GSA is
again struggling for ways to access
the private capital markets. A similar
pattern occurred on the military side
with housing, for example. Post war
budgets pressured the military ser-
vices to find ways to privatize base
housing.

My sense is that similar patterns
with governments.
Certainly in this economic cycle local
governments are financially stressed
and struggling to invent new tools to
access capital markets without
adversely affecting their financial
standing. In this article I will attempt
to outline the evolution of private
financing options for public assets
with an emphasis on the kinds of rela-
tionships that we helped governments
to structure.

occur local

I am going to first discuss the guid-
ing principles or lessons I have learned
over the years in creating deals without
conventional public funds. That will all
sound rather ethereal even to me. But I
hope to bring it down to earth by cast-
ing those principles in the context of a
real deal completed for the US
National Institutes of Health. I will try
to detail why I think that deal may offer
a guide to the kinds of processes and
deal structures that may best achieve
public administrators goals in this
highly restricted budget environment.

For what it is worth, I think this

period of restrained public budgets
will be longer and tougher than those
in the post World War period.

The Process

Public agencies like boxes. They
like standard processes. In the case of
the feds they have a directly appropri-
ated, design-bid-build process and
they have a leasing process. One is
publicly financed and owned the other
is privately financed and owned. No
matter the times or the economic cir-
cumstances they will do everything
possible to shove the solution into one
of those boxes. So, for example, if they
need a million-sq-foot agency head-
quarters facility and cannot get the
appropriated funds to design-bid-build
it they will structure the acquisition as
a lease.

The lease solicitation for that mil-
lion-ft deal is very similar to the RFP
used for a lease acquisition of 10,000
square feet of existing space. Why?
Because they have a design and con-
struction organization and they have a
leasing organization and the solution
needs to be fit in (continued on p. 12)
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INFRASTRUCTURE ADVOCATE
MAN UP NEW JERSEY: RAISE THE GAS TAX

by William G. Reinhardt, Editor

Frederick L. Gruel, CEO of the
AAA club in New Jersey is in all
the papers recently spreading the
word that road safety and deterio-
rating road conditions are his
greatest concerns. But then he uses
a survey of unhappy drivers (is
there any other kind in New
Jersey?) to assert that a gas tax
increase should be the state’s last
resort in addressing those concerns.
Those same sentiments are heard
all across America.

Among the “funding” solutions
Gruel says his members do sup-
port are eliminating waste, fraud
and abuse, stopping diversions of
Highway Trust Fund money to the
general fund, and halting the use
of gas tax revenues for state DOT
salaries. All well and good.

But that’s not really the prob-
lem. Like many states, New Jersey
hasn’t increased its gas tax in a
long time—it’s 23 years in New
Jersey. Accounting for inflation,
the 2.5-cent increase voted in 1988
is worth next to nothing now
because it is not indexed. New
Jersey is one of the wealthiest
states in the U.S. and has the sec-
ond lowest gas tax in the country,
behind Alaska and Wyoming.

As anybody who builds and
maintains roads or transit systems,
this is not just a New Jersey prob-
lem. The Federal Highway Trust
Fund is spending more than it takes
in and Congress won’t consider a
gas-tax increase to keep it solvent.
The federal gas tax runs about $19
per month for the average driver. A
10-cent-per-gallon increase would

be enough to keep our national
highway system in good repair, cre-
ate jobs and shorten delays. That
dime a gallon equals about $4 per
month.

So, the question national infra-
structure experts ask is: “will
America let its most important
public investments crumble rather
than pay $4 per month?”

Apparently yes. The last feder-
al gas tax increase was in 1993
and that was a nickel, which is
worth about 2 cents today, after
inflation.

So, have AAA’s members in
New Jersey really felt over-
charged since 1988? Or is Mr.
Gruel positioning his politically
powerful organization for the com-
ing battle over how to save the
state’s bankrupt Highway Trust
Fund.

Toward that end, AAA seems to
have convinced its members that
they are being unfairly taxed and
should not have to pay more than
they did in 1988 to use the public
highways in New Jersey.

Well, if AAA and

good road good precludes spending
$6-$14 to rebuild one that has dete-
riorated.

2. Or some other source of
money besides highway user fees
will be used to shore up the
Highway Trust Fund. Property
taxes? Sales taxes? Millionaires?
Tolling free roads (we’re not
building any new ones)?

New Jersey already ranks 48th
in the Tax Foundation's State
Business Tax Climate Index.
Taxing salaries and wages or
whatever to pay for repairing
roads would put New Jersey at the
dismal bottom of that list.

In the 1950s, our par-
ents/grandparents worked hard,
saved and built New Jersey’s
infrastructure, including the 14
different Interstate Highways that
take us to our jobs. That genera-
tion agreed to double the New
Jersey gas tax between 1954 and
1972 to help build those roads. It’s
our job to maintain, repair and
rehabilitate them and that takes
real money—and grownups to
make the right choices today. l

its many legislative
allies win again:

1. The roads will
deteriorate, delays
will increase and the
can will have been
kicked down the road
again, into our chil-
dren’s laps—every
$1 spent in keeping a

For information about

how to list your firm in PWF’s
Public-Private Services Directory, please

contact William Reinhardt

at (908) 654-6572 or
fax (908) 654-6573

or email: pwfinance@aol.com
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one of those boxes. You know the old say-
ing; if the only tool you have is a hammer
then every problem is a nail. In either
case, acquiring a lease for existing space
or doing a large build-to-suit, the develop-
er role or the role of coordinating all
development planning and overall man-
agement is filled by a government
employee.

That model is not working and will not
work in this economic environment. Every
book on management or leadership is fun-
damentally the same whether it’s by Jack
Welsh or Sun Tzu or about Steve Jobs.
Chapter One says “pick the best profes-
sionals.” Chapter Two says “create incen-
tives compatible with yours” and Chapter
Three says “stay flexible.” The rest of the
chapters mainly describe creative ways to
“stay out of the way.” That is about as far
away from a public development paradigm
as you can get. But, I think, it should guide
to the formula for getting deals done in the
new economic environment being experi-
enced by government development offi-
cials.

Partner Out the Developer Role
Government is not a good developer. The

nature of a private developer is funda-
mentally different than that of a public

developer. Private developers do things
in parallel; they are the essence of multi-
tasking. They rely on business judgment
and depend on strong professional rela-
tionships. Trust, credibility, reliability are
important values. They develop to create
value and spend their and others money
sparingly. Private developers play on
offense.

Public developers are about serial
processes. They approach things from the
standpoint of procedures and policies.
Public developers are about requirements,
appearances and rigid standards of
accountability. In the public process,
development participants are selected on
the basis of competitive processes driven
by comparative costs. Public developers
are all about defense.

This new economic environment will
require the private developers’ kind of
skills and approach. That said, the public’s
role is equally important. The private
developer should lead the development
process, but the process must be overseen
by the public partner. In effect, a private
developer should proceed using a market-
based approach but subject to public val-
ues.

The process must comport to all the dri-

ving public values like competition, open-
ness, fairness, and accountability. The pri-
vate developer does the rowing and steer-
ing and the public sector charts the course.

In selecting the developer partner we
believe a Request for Qualification (RFQ)
form of solicitation is best. An RFQ
focuses on the experience of the prospec-
tive developers. An RFQ is targeted at
“who” should be the public’s developer
partner.

The partners will then work together to
figure out the “what” and “how” that will
form the business of the development
partnership.

Let the Developer Lead in
Organizing the Development
Team

Once selected, the developer partner
should lead the process of assembling the
development team. That may mean a
land planner, architect, contractor, com-
mercial broker and an array of specialty
consultants; all the roles and skills
required, depending on the project. The
developer typically leads the procure-
ment processes and recommends selec-
tions subject to the approval of the pub-
lic partner.
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Align Incentives

Notice I have not mentioned money?
That’s because there should be none or
little until we know we have a doable
deal. That means all the parties are
selected and work, at least initially, on
the come. The private team members
have an incentive to help create a work-
able deal so they can earn their role in
the deal and the fees associated with
those roles. That way, the incentives of
all private participants are aligned with
their public partner.

In private deals developers and
owners try to commit as little money as
possible until they know a deal will
work and create the value necessary to
recover their capital with a reasonable
return on their investment. This is a
trait public officials need to embrace.
Too often public officials measure their
commitment to the success of a project
by the amount of the public’s money
they are willing to spend.

Government Should Never
Directly Hire Consultants,
Appraisers

Governments always seem to be hiring
consultants, appraisers and the like to
study various aspects of a proposed
development deal. Often this work and
cost is undertaken to validate a precon-
ceived perspective. In the private devel-
opment process you rarely see consul-
tants hired for this purpose. Rather, prac-
titioners are engaged and brought into
deals to be paid out of the successful deal.
Take, for example, financial advisors.

Governments frequently engage
financial analysts to estimate and
model various deal structures to test
and validate various approaches to
developing and financing a deal.
Feasibility studies are a favorite objec-
tive in government’s pursuit of a devel-
opment. Private developers invite
bankers to participate on their team to
do the necessary analyses in formulat-

ing the transaction
with the understanding
that, if the deal pro-
ceeds, they will get the
opportunity to struc-
ture and place the
financing and earn the
fees associated with
that work and paid for
from the financing.
They work at risk with
their
aligned with the other
team members incen-
tives.

incentives

It’s About the
Process and the
Relationships

In the end, the pub-
lic-private partnering

process is about form-

ing relationships with the best partners
to prepare and execute the business plan
formulated by the team. Government
wants to believe and is conditioned to
see agreements in terms of contracts
replete with specific consideration and
penalty terms. Any deal must be found-
ed on well documented agreements. But
public-private partnering agreements are
about the process, communication and
interaction leading to the agreement.
Conventional government contracting is
mostly based on standard terms pre-
scribed at the outset of the procurement.
Government contracting is about “pro-
curements,” “avoiding protests” and
“creating level playing fields.”
Sometimes it seems as though all public
development officials build only one
thing: a level playing field. Much so-
called public-private partnering is in
name only. The government still pre-
scribes the “what,” the “how,” and the
“who.” Government does the prescrib-
ing and the private “partner” does the
listening. That is not the way partner-
ships work in the business world. For a
partnership to work parties must listen to
each other and work to accomplish each
participants objectives.

Forget the Boxes

Most public development is under-
taken pursuant to existing authorities’
boxes. Agencies have leasing or building
authorities and they engage private con-
tractors through various procurement
methods. So, for example, GSA’s Public
Buildings Service has leasing and con-
struction authorities and receives appro-
priated funds to pay for the various
activities necessary to construct and
lease buildings. The time has come to do
things differently. Instead of tailoring
methods to the existing authorities we
should start working with the private
development community to first create
unique, value-based solutions. Once cre-
ated we should seek the kind of special
authority necessary to implement the
ideal solution. Isn’t that the way govern-
ments design other solutions like com-
plex information technology systems?

Enough with principles. Time to
bring this down to earth in the form of a
new home for NIH’s Institute of Drug
Abuse and Institute of Aging, the
Bayview facility, in east Baltimore,
Maryland. Next month in PWF. l
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LA Metro’s Bold Vision for P3s

A Discussion with Mike Schneider

The political support of
California’s Congressional delega-
tion and the cumulative commitment
of significant local financial support
through sales taxes for transporta-
tion improvements in the Los
Angeles region, gives rise to plans
being considered by Los Angeles
County Metropolitan Transportation
Authority (Metro) to sponsor what
would be among the most ambitious
P3 programs in the U.S.

So says Michael Schneider this
month. As managing partner at
InfraConsult LLC, he is lead advisor
to Metro on its P3 program. Also
involved since 2009 as members of
InfraConsult’s advisory team are
Halcrow, Inc., Nossaman LLP,
Sharon Greene + Associates, KPMG
LLP, and Englander Associates.

Under the newly established P3
Program at Metro, highway/toll
road/managed-lane programs and
public transportation improvements
are being actively considered as
potential public-private partnerships
in those cases where doing so
results in specific benefits in project
acceleration, financial leverage and
risk sharing between the sectors.
Spurring such an impressive pro-
gram was the passage of Meaure
“R” in the November 2008 election,
which added an additional one-half
cent sales tax in LA County and
which will raise some $35 billion to
$40 billion before it sunsets in 2038.
This measure required a two-thirds
majority to become law, and to the
amazement of many it passed with
68% of the vote as the recession
was taking hold.

According to Schneider, the
InfraConsult team assessed over 80
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highway and transit projects named
specifically in Metro’s long-range
transportation plan and in the
Measure R program. As the adviso-
ry team completes comprehensive
Business Plans for Metro’s public
transit expansion program, it is
apparent that several of the individ-
ual transit projects will likely be
delivered using a design-build
model — a major change from
Metro’s traditional approach of uti-
lizing design-bid-build as a delivery
mechanism.

Unlike Denver’s Eagle P3
Program, says Schneider, “most of
LA’s transit projects are extensions
of existing lines and/or interconnec-
tions among portions of the current
rail system, rather than new lines
with independent utility.” After
extensive review and analysis, it
was determined that neither DBOM
nor DBFOM models would provide
significant value, owing largely to
(1) difficulty in interfacing public
and private operations and mainte-
nance on existing transit lines; (2)
shifting sufficient beneficial risk
from the public to the private sector
for rail tunnels in extremely difficult
and unpredictable geology; and (3)
transferring legacy operations to pri-
vate operators in a strongly union-
ized state and county.

Without the ability to embed life-
cycle elements with design and con-
struction, and since the projects are
well funded through federal and
local sources, the appropriate solu-
tion for the transit extensions is to
utilize a design-build approach.

PWEF: Los Angeles Mayor
Antonio Villaraigosa recently pro-
posed bonding the city’s entire

share of the Measure R sales tax
to accelerate $800 million in road
repairs before he leaves office in
2013. How does that affect the
regional programs you’ve been
working on with LA Metro?

MS: Actually, Measure "R" has a
very specific allocation of funds
spelled out. The transit projects—
about 65% of the $35+ billion - are
specifically cited with an allocation
of proceeds. On the non-transit side,
there are both specific project allo-
cations (e.g., $1 billion for the SR
710 North gap closure project), and
also allocations to sub-regions
thoughout LA County that can be
utilized once the sub-regions set
project prorities. The Mayor has
proposed to bond all or a portion of
the City’s more than $2-billion allo-
cation for the so-called "Road
Works" program, or—perhaps more
catching—*"slurry in a hurry.” So
doing would have little, if any,
impact on the major regional pro-
jects in the Measure R program.

PWEF: Senator Boxer has
included LA Metro’s America
Fast Forward proposal in her
transportation reauthorization
bill. That would direct a lot of
TIFIA loans to LA, which is caus-
ing concern among other appli-
cants. Your reaction?

MS: That’s correct; Senator
Boxer and others in the Southern
California Congressional Delegation
have been highly supportive of the
City and County programs requiring
complementary federal support. The
Crenshaw/LAX LRT project
received a TIFIA award of over
$500 million, which was a very
welcome addition to the




Crenshaw/LAX financing plan.
Should other projects in Southern
California receive TIFIA awards or
other federal money (e.g. “New
Starts,” slated for application to the
Westside Subway Extension and
Regional Connector projects), that
will be solely a result of the effec-
tiveness of the projects in the region
—both transit and highway—with
respect to promoting reduced con-
gestion and improved “livability.”

PWF: What is the status of the
highway projects?

MS: Industry “soundings” and
initial procurement activities could
be conducted in 2012 for two toll-
way projects to be built within the
Long Beach Freeway Corridor (I-
710/SR-710) totaling over $10 bil-
lion. These are likely to be deliv-
ered utilizing either an Availability
Payment (AP) model, or as toll con-
cessions under predevelopment
agreements (PDAs) that would put
potential contractors at no major
financial risk. Environmental stud-
ies are currently underway for the
Interstate 710 Freight Corridor
between the Ports of Los
Angeles/Long Beach and the freight
distribution yards some 20 miles
north, and the State Route 710 “Gap
Closure” project which would com-
plete one of the remaining missing
links in the LA County freeway sys-
tem. The Freight Corridor is near-
ing completion of environmental
clearance work, and the Gap
Closure Project is currently in
process.

Two other key projects are also
under consideration. These include
the High Desert Corridor in north-
eastern LA County—a greenfield
project responding to current and
future growth in the region—and
the Sepulveda Pass project, envi-
sioned to add significant new high-
way and transit capacity in one of
the most heavily traversed links in

the country. I
think there’s a
strong likelihood
the Metro board
will endorse all
four of these ini-
tial high-
way/tollway pro-
jects to move
forward as P3s.
The InfraConsult
Team is finaliz-
ing our recom-
mendations in
the next several
months as to
whether these
projects would
most effectively
utilize an avail-
ability-payment
based model
where toll rev-
enue alone is
insufficient with-
out additional
funding sources;
potential toll
revenue conces-
sions where the revenue is likely to
be robust enough to actually do a
revenue-risk-based toll concession;
or a hybrid approach.

PWEF: Will the I-710 gap pro-
ject be a tunnel?

MS: As I indicated, environmen-
tal work is ongoing as on the [-710
Freight Corridor, SR-710 Gap
Closure, and High Desert Corridor.
Thus, the final physical location,
alignment, cross-sections, and oper-
ational schemes for these initial
highway projects have yet to be
confirmed by Metro’s Board as the
so-called locally-preferred alterna-
tive. And while the Gap Closure
project may make great sense as a
tunnel under existing development
in the Pasadena sector of LA
County, we cannot say with certain-
ty at this point what the project’s
physical characteristics will entail.

Baha Mar, a $3.6-Billion Tropical Paradise
Jointly Developed by Baha Mar Ltd. and
China Construction America (CCA).

The Construction Manager is CCA.

Alexander Hamilton Bridge Rehabilitation
The largest single NYSDOT contract
awarded to date (approximately $407-Mi||ion_)_.

PWF: Do you plan to put con-
tractors at risk during the devel-
opment period?

MS: Metro has budgetary com-
mitments from Measure R on these
four transit highways projects, as
well as the transit projects. In partic-
ular, a billion dollars allocated for
the Sepulveda Pass Project in the
“out years” of the Measure; a billion
dollars is allocated for the Gap
Closure; and funds all allocated to
the 1-710 Freigh Corridor and High
Desert Corridor as well. Is it enough
“seed money” to do P3 procure-
ments, develop the contractual mate-
rials, conduct advanced engineering
and environmental work? Yes. So
the concept of a PDA is not because
Metro has insufficient money to do
the predevelopmental work, but
because it could be highly beneficial
to project acceleration to have a con-
tractor be involved early-on, so that

PWFinancing | December 2011

15



16

we don’t waste time in redoing envi-
ronmental work that becomes a func-
tion of the chosen contractor’s con-
struction methodology.

PWF: What are the plans for
the 710 truck bypass?

MS: The south part of the 710,
which connects the Ports of LA and
Long Beach to Route 60 and then
east to the rail yards, is jammed with
container traffic at all parts of the
typical day. It’s been an air quality
and quality-of-life issue for a very
long time. The concept on this facil-
ity is to create a truck-toll bypass
program, which will get the trucks
off the mainline freeway.

Now, can we retroactively say
“no trucks”? No, but tolling policy
may be able to do that for us, so we
are designing a series of viaducts
that will parallel the freeway, two
lanes in each direction, that will ini-
tially be required for truck use, and
trucks will pay a toll for the conve-
nience and significant time saving..
The tolling regime may entail a
reduced toll for trucks that reach
certain air quality standards through
lowered or eliminated emissions.
We’re working with Volvo and a
couple of other manufacturers to
perhaps get to zero toll if it’s a total-
ly zero-emission truck, so it serves a
social good.

PWEF: So, do you put a shadow
toll on those zero-emission trucks?

MS: Quite likely. Thus, the
freight corridor project would be
an availability payment program
because even if all of the trucks
using it paid a full toll, there’s not
enough traffic and revenue to off-
set the costs of building these
viaducts. The truck tolls will prob-
ably cover a good half, maybe as
much as 70%, according to our
modelers, of the cost of that piece
of the project. Metro has a positive
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financial commitment through
Measure R, and there’s some confi-
dence that trade corridor programs
might be a relatively easy ~ask” in
Congress. These sources together
bring us close to a completed pro-
ject.

PWF: Who’s in favor of doing
this?

MS: The port understands this has
to be done, and the truckers, if they
can save an hour, are supportive.
Certainly the community is support-
ive because that freeway not only is
crowded, it’s a little scary.

Of course, ATA (American
Truckers Association) might oppose
it, but they understand why, and the
truck toll may be in lieu of container
fees.

PWEF: Will Caltrans regulate
the tolls?

MS: It is unlikely that Caltrans
will be involved in setting toll
rates. Caltrans is not involved in
the tolling regime for the SR 91,
SR 125, or the TCA tolls roads
(Foothill, Eastern and San Joaquin
toll roads). Since it is doubtful
there will be any state money in
the Metro Measure R highway
projects (and even more unlikely
that there will be any capital
funding!), it’s much more realistic
to assume that where there is a
public/governmental entity
involved in setting toll rates and
other operational policies, it will
be LA Metro or an entity of its
creation. Of course, for projects
that may be delivered as toll con-
cessions rather than availability
payment programs, the public sec-
tor may have even less (if any)
role in toll policy.

PWEF: These projects would
employ all-electronic, open-road
toll collection systems?

MS: Yes, I think there’s just no
point in thinking otherwise.

PWEF: Next is the High Desert
Corridor?

MS: Metro and the High Desert
Corridor Joint Powers Authority
(HDCJPA) do not have a specific
timeline yet, as environmental work
will be continuing for some time.
The HDC is a greenfield project that
has no money pledged toward its
development (other than environ-
mental work) at this time. It’s in the
growth corridor toward the northeast
and a potential highway and freight
bypass around the LA Basin.
Conversation is ongoing about a
potential tie-in with Desert Express
High Speed Rail Project, as a means
of getting people to the desert town
of Victorville which is currently
planned to be the Desert Express’s
western terminus. Measure R has
$33 million set aside for the HDC
project. The project cost is about
$3.3 billion, and tolls probably can
pay for 50%-70% of the CapEx. Of
course, it would be a “ramp-up” sit-
uation for traffic as it is a develop-
ment-oriented project.

PWEF: Status of the Sepulveda
Pass toll road/transit tunnel?

MS: Sepulveda Pass is a project
begging to be done—and it’s been
begging for decades! It connects the
west side of LA and LAX to the
San Fernando Valley, a corridor
with insatiable demand. The corri-
dor hosts unbelievable congestion
on [-405—among the very worst in
the country. People have been talk-
ing about transit along that corridor
for my lifetime. But it’s exceptional-
ly expensive, with steep grades mak-
ing it difficult for conventional rail
transit to operate along the natural
grades. It begs for a tunnel solution,
but this has always been a very long
reach owing to the cost of a transit
tunnel and its cost-effectiveness.




FINANCING

The international business guide to public-private partnerships and innovative finance

Before You Risk a Million
Spend 30 Minutes with PWF
to Get It Right

Global Lessons Local Projects

The infrastructure business is changing rapidly. The winners will be those individ-
uals and companies who understand how to apply the lessons being learned global-
ly in infrastructure project development. Timely, accurate, project—specific infor-
mation is your most critical need.

There’s only one way to get it right . . . PWF

Risk Reward

A new architecture is being invented for sharing risks and rewards between public and
private players. New procurement methods, new alliances among strategic partners,
new sources of capital, new approaches to selling these complex deals to your con-
stituents—all will be required for success, both for government and private sector
players.

There’s only one way to get it right . . . PWF
Winners ~—— Losers

The greatest rewards will go to the smartest players. Your competitors for scarce cap-
ital resources are preparing for the future. They have learned you can’t buy the
expertise you’'ll need to make the right choices. You must develop it in-house.

There’s only one way to get it right . . .
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Our idea is to create a multi-
modal project that could be in a
large-bore tunnel with two levels:
4-5 toll lanes on one level of the
tunnel, and an automated high-
capacity proprietary transit system.
The demographics in that corridor
are very positive for toll collection
and even premium express transit
fares.

Some folks might pay a day’s
wages on Friday afternoons, simply
to bypass Interstate-405 crossing the
Santa Monica Mountains.

[PWF: A similar project was com-
pleted in Paris last January under a
70-yr concession to finance, build
and operate 33-ft-dia, 6-mile-long
double-deck tunnel for light vehicles
running north south between Rueil-
Malmaison and Versailles, complet-
ing the A86 orbital highway there.
The project company is 83% owned
by Vinci and 17% by Colas
(Bouygues).|

PWF: Will Metro do this as a
concession?

MS: Once Metro completes feasi-
bility studies by mid-2012, this pro-
ject could entice a major P3 consor-
tium. The project, probably with a
capital cost over $10 billion, would
likely need at least a couple of inter-
national contractors, a significant
equity source, and a large “club” of
lenders. Furthermore, it will require
a highway and toll road contractor,
provider of back-end operations, a
transit-system provider and vehicle
manufacturer, and an operator for
both the rail system and the toll
facilities.

It’s a visionary undertaking that
everybody loves-—so far.

Meanwhile, Metro is going
through a study of other, cheaper
alternatives, for about six months,
because we do have $1 billion allo-

cated to that corridor in the third
decade of Measure R. That $1 bil-
lion is not going to go a long way to
build four or five toll lanes and a
tunnel combined with a high-capaci-
ty transit system. I think that premi-
um fares on this kind of transit line
and hefty tolls will generate signifi-
cant revenue—perhaps enough to
do a $12 billion project.

PWEF: Do these projects depend
on a TIFIA loan?

MS: Clearly, TIFIA support in
whatever form would be highly use-
ful. We’ll have to see whether “liv-
ability and sustainability” continue
as the principal criteria for issuing
TIFIA loans, which makes it diffi-
cult of late for highway projects to
stack up well against transit pro-
jects—but this is a unique multi-
modal program that could generate
much federal interest as a result of
a potential public-private partner-
ship.

PWF: What about the fiscal sit-
uation in California? Is there any
appetite in Sacramento for appro-
priation risk under availabilitypay
contracts?

MS: Appetite —yes; financial
resources—no. Caltrans is evolving
into a project-pipeline sponsor and
a maintainer-operator. The new
highways that are being built in
California are only being built in
the 20 counties that have local sales
tax programs. There is no Caltrans
money in any of this, except in a
few cases for maintaining and oper-
ating facilities on the State
Highway System. These are Metro
projects. It’s Metro money—these
are Measure R projects. They are
not solely Caltrans projects. There
will undoubtedly be cooperative
agreements with Caltrans, of
course, particularly the highway
projects.
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PWEF: If Obama is not reelect-
ed, what does that mean for LA
and these projects?

MS: Can anyone judge political
outcomes these days? I haven’t heard
much in the debates or primary dis-
cussions among Republicans about
infrastructure in general, or trans-
portation in specific. I think our
industry is hopeful that whoever is
elected, and whichever party comes
to retain or acquire power in
Congress, reason will prevail and
comprises will be reached which
focus on the dual impacts of infra-
structure investment: The ability to
engage in productive commerce and
the ability for significant job creation.

PWF: What about Metro staff?
Are they with you?

MS: Metro is the innovator and
sponsor of this programmatic
approach to bringing P3s into the
normal lexicon of project delivery
for both highway and transit pro-
jects. Kathleen Sanchez, manager of
the P3 program, and Roger Moliere,
executive in charge of real estate and
project finance, are strongly tied to
the assessment and ultimate utiliza-
tion of alternative methods of project
delivery, and I work for them.

Doug Failing and Krishniah
Murthy, executives in charge of the
highway and transit programs for
Metro, respectively, both clearly
understand and support the appropri-
ate use of P3s for project delivery
and long-term operations and main-
tenance. Of course, the belief is
shared generally by all that public-
private partnerships are not a
panacea for transportation project
funding and financing, and that’s
precisely why Metro has taken a
leadership position in “embedding”
P3s as one of a series of project
delivery methods to be assessed as a
potential opportunity for all projects
going forward.




Benefits of Revenue-Risk Concessions

My column last month on the limi-
tations of availability-payment con-
cessions generated a lot of feedback.
One reader pointed out that in addi-
tion to Spain and Portugal having sec-
ond thoughts on the large amount of
government debt inherent in this
model, the UK government now plans
a major rethink of its availability-pay
Private Finance Initiative (PFI), due
to similar concerns. In late November,
the UK Treasury announced that it
will explore the use of toll-based con-
cessions, and that it hopes to get UK
pension funds involved as investors.

By far the most interesting feed-
back came from Nicolas Rubio, head
of Cintra’s operations in the United
States. He pointed to additional bene-
fits from concession agreements
under which the concessionaire bears
traffic and revenue risk. My column
had cited three principal benefits of
true toll concessions: generating net
new transportation revenue (from
tolls), fostering better project selec-
tion (the projects must pencil out as
business ventures), and the transfer of
traffic and revenue risk—inherent in
greenfield toll projects—from the
public to investors.

All true, said Rubio, but from his
experience doing revenue-risk con-
cession projects, there are several
additional benefits. These all stem
from a better alignment of interests
when using this model—and the eco-
nomic benefits that result. I’'m going
to quote some of his discussion, rather
than paraphrasing it.

by Robert W. Poole Jr.

First is what he calls “the most eco-
nomically efficient project configura-
tion” from the standpoint of maximiz-
ing customer usage and hence rev-
enue. In a revenue-risk concession,
“The private partner will carefully
review the project configuration to
ensure that every single potential user
has an easier access to the toll road. In
our projects, it is not unusual to find
connectivity improvements (ramp
configuration in interchanges, new
ramps, etc.) involving higher initial
investments that are justified because
they bring much higher revenue
increases. As a result, the final project
will better serve its congestion reliev-

ing purpose.”

A related difference is in signage
and marketing. “A revenue-risk devel-
oper has an interest in the new project
being properly advertised through
road signage that ensures that every
potential user gets to know of the
existence of the new road, the options
he has to use it, and the benefits that
would derive. Equally important, the
developer has an interest in properly
marketing the new road to potential
users, to invest in the sale and distrib-
ution of electronic toll collection
devices, etc.”

Rubio’s third point is what he calls
a  “better-oriented  procurement
process,” but which I would term a
stronger focus on value engineering to
deliver more bang for the buck. “Most
actual projects have economic feasi-
bility issues. . . . Developers [under a
revenue-risk model] will focus all

their efforts at finding solutions to
improve the feasibility of economical-
ly unfeasible projects. For example,
the NTE and LBJ projects in Texas
were not feasible projects within the
range TxDOT was expecting. It was
only as a result of a long and hard-
working industry review process
when initiatives on project configura-
tion, contract term, toll-setting mech-
anism, ectc. could be combined to
make feasible a project that originally
was not feasible.” In the case of the
LBJ project, one of the key value-
engineering breakthroughs was
replacing TxDOT’s proposed location
of the new express lanes in a tunnel
beneath the freeway with a different
configuration, putting the new lanes
in a center-located trench and rebuild-
ing the general-purpose lanes can-
tilevered over them.

The revenue-risk concession model
led to similarly impressive value engi-
neering by the Fluor/Transurban team
on the Capital Beltway HOT lanes
project in northern Virginia. In this
case, the unfeasible design concept
that VDOT had been unable to fund
was a $3-billion project to add HOV
lanes to the most-congested portion of
the Beltway. Because that would sig-
nificantly widen the right of way,
there was huge political opposition to
the plan due to the need to condemn
and demolish some 300 homes and
businesses along the corridor. The
value engineering was intended to
make the project fundable by toll rev-
enue from the lanes being operated as
HOT instead of HOV. It involved

PWFinancing | December 2011

19



numerous design changes, including
the elimination of concrete barriers
separating the HOT lanes from the
GP lanes, reduced breakdown-lane
widths, etc., mostly aimed at elimi-
nating nearly all of the property takes
(hence reducing both political oppo-
sition and cost). VDOT ended up
accepting most of these changes and
design exceptions, but required more
bridge reconstruction and other
things that increased the original $1-
billion toll-concession project to $1.9
billion, with VDOT then contributing
$409 million.

The key lesson from both the
Texas and Virginia examples is that it
makes a big difference when the

developer/operator is actually in the
business of selling improved mobili-
ty (faster and more reliable trips) to
paying customers. In a hybrid
toll/availability-pay concession, set-
ting toll rates and billing customers is
not the concessionaire’s job. Its focus
is on building, operating, and main-
taining the toll road or toll lanes, to
the satisfaction of its sole customer,
the state DOT. That is an improve-
ment over standard highway procure-
ment in many ways, to be sure.
Construction risk and completion
risk do get transferred to the conces-
sionaire, and the long-term nature of
the concession agreement incen-
tivizes the concessionaire to build the
project to minimize life-cycle costs,

not initial costs (as traditional pro-
curement does).

There will continue to be a role for
availability-pay and hybrid availabil-
ity/toll concessions. But in my view,
we will get more real value for high-
way infrastructure by putting the
main emphasis on revenue-risk con-
cessions. Transforming highways
into genuine customer-serving busi-
nesses will generate more innovation
and greater economic value than any
other model.

Robert Poole, Jr. is the director of
transportation studies at the Reason
Foundation.

Canadian
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H Ontario Eyes P3 For Crosstown LRT
An Ontario government agency is considering a P3 for a
light-rail transit (LRT) line in Toronto. Metrolinx, the
provincial transit authority for Toronto and the surround-
ing areas, is looking at a P3 for what was previously a
public-sector project, the 25-km Crosstown line. It’s also
known as the Eglinton line for Eglinton Avenue, the main
east-west artery it will run under.

The project was not originally to be buried, except for
the 11-km central section, but in a deal in March with the
new Toronto mayor, who doesn’t like surface transit,
Metrolinx agreed to bury the line and link it with anoth-
er project, approximately doubling the cost.

The restructured project led Metrolinx to reconsider
the funding options. There is no timeline for a decision,
but the agency is targeting 2020 for opening the
Crosstown. It is working with Infrastructure Ontario, the
provincial P3 agency, on developing a plan.

In the March deal, the province reallocated money to
the Crosstown project from money that had been dedicat-
ed to a series of LRTs. Some of these surface projects
were cancelled and one, the Sheppard line,was left for the
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city to undertake alone as a Cdn $4.7-billion P3 subway.
That project was supposed to bring a financial proposal
to city council in December, but that has been put over
to February 2012.

Metrolinx had already awarded a vehicle contract to
Bombardier for the Crosstown line before the restructur-
ing so, if it is a P3, vehicles will not be part of the deal.
There is also political speculation that the Crosstown will
not be completely buried because of the cost and the
engineering trouble tunneling under the Don River,
which runs in a ravine.

Toronto Mayor Rob Ford insisted on running the line
underground, but he also needs billions for his Sheppard
subway project. In the March deal, the province agreed to
give any money left over from the Crosstown to the
Sheppard project, so Ford has incentive to agree to cost-
saving changes in the Crosstown.

B Sudbury Sewage Will Be P3

The northern Ontario city of Sudbury is going to use a P3
structure to build a Cdn $44-million biosolids manage-
ment plant. The federal government is going to contribute
up to Cdn $11 million for the DBFOM through the P3
Canada Fund administered by PPP Canada, a federal
agency.

There is no timeline for the project, but the city cur-
rently dumps its sewage sludge in a mine tailings pond,
and the pond will close at the end of 2012.




PPP Canada has funded seven projects from its Cdn
$1.2 billion capital; of those, three are wastewater pro-
jects.

B Alberta Shortlists Three for Schools
The Alberta government has shortlisted three groups for
its third round of P3 schools, a project involving 13
schools in eight widely dispersed communities. The
schools in the earlier deals were not only more geograph-
ically concentrated, but also had less variation in the
grade structure; in the second deal, all but one of the
schools served kindergarten to Grade 9, and those schools
were all about the same size.

In the current deal, there are seven different grade
ranges to be served. As a result, the government is hoping
for a savings of about 10% over a traditional procure-
ment, compared with savings of about 16% and 30% in
the first two deals.

H P3 For Regina Stadium

The city of Regina, Saskatchewan has voted to adopt a P3
model for a new stadium that could cost up to Cdn $450
million. Council approved the DBFOM plan in December
after doing a market sounding with P3 companies.
Nineteen responded, and most liked the idea of a conces-
sion model, a report to council said.

The next step is to determine whether the stadium will
be open-air or have a retractable roof. Regina, located
north of the North Dakota-Montana border, is home to the
Saskatchewan Roughriders Canadian Football League
team. The current open-air stadium has been operating
since the 1930s.

. . . Latin American News

B Mexico Awards Road Maintenance P3
A south-central state government in Mexico has awarded
its first highway improvement and maintenance PPP
package to the company Promotora y Desarrolladora de
Mexico S.A. The deal covers 31 major highways and 39
urban roads and public lighting that serve over 80% of all
vehicles in Mexico State.

Under the 20-year, Pesos 9.92-billion (US$700 mil-
lion) deal, the contractor will receive annual fees of Pesos
498 million (US$35 million), indexed to local inflation.
Mexico City’s Periferico Oriente and Poniente beltways
and other principal arteries in Toluca and Ecatepec are
part of the concession.

B OHL Secures Loans For Mexican Deals
The Mexican subsidiary of Spain’s OHL Concesiones has

reached financial close on two concessions. One is a 5.5-
km extension of Avenida Los Poetas that leads to the
southern section of Mexico City’s beltway. The second is
the 9-km-long Urbana Norte highway, under the capital’s
Chapultepec Park. Financing of both deals includes Pesos
11.4 billion (US$800 million) of debt and undisclosed
equity.

For the Avenida Los Poetas project, OHL Mexico, S.A.
and its local equal partner Copri secured Pesos 4 billion
(US$280 million) from a team of banks led by the state’s
Fondo Nacional de Infraestructuras. Banks in the syndi-
cate also include Banco Nacional de Obras and Banco
Mercantil del Norte. The concessionaire Controladora
Via Rapida Poetas began work on the Pesos 5.5-billion
(US$385 million) highway in 2010 aiming for comple-
tion in 2012.

Separately, OHL Mexico by itself raised Pesos 7.4 bil-
lion (US$520 million) of debt in two tranches for its
Urbana Norte highway. Bancomer, the local unit of
BBVA, Fonadin and Banobras provided Pesos 5.3 billion
(US$370 million) in senior debt and a Pesos 2.1-billion
(US$150 million) subordinated loan. The partially com-
plete project links with OHL’s Viaducto Elevado
Bicentenario and includes a viaduct and 1.5-km tunnel
under Chapultepec Park,

B Chile Steps Up Procurement

Chile’s Ministry of Public Works has received from
Spain’s Sacyr Concesiones the highest offer for a
retendered design, build, finance and operate contract to
upgrade the 187-km road between La Serena and
Vallenar, in the north. The government is also rolling out
other projects, including a hospital.

Sacyr Concesiones will invest Euro 325 million
(US$425 million) in the concession that will terminate
when accumulated revenues reach an agreed value, but
in no longer than 35 years. A previous procurement was
cancelled when the winner failed to secure financing.
Other bidders this time were a local unit of Spain’s
ACS Concesiones, OHL Concesiones, and Chile’s
Besalco.

The ministry’s concessions director, Emilio
Pellegrinis, says a US$3.5-billion procurement plan last-
ing to 2013 will contain the long-awaited US$1.2-billion
Vespucio Oriente road tunnel that will complete the
Santiago beltway. Ten hospital deals will be launched,
together worth some US$2 billion.

B New Colombia Concessions Agency
The Colombian government will this January transfer
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responsibility for highway, railway and port projects to
the newly created National Infrastructure Agency (ANI)
replacing the concessions authority INCO. The new
agency plans to start business in mid-2012 by procuring
five toll highway concessions valued at US$8 billion to
US$10 billion that include some 5,000-km of highway.
Concessionaires will take traffic risk, although ANI says
it might provide some minimum guarantee mechanism.

Led by the current head of INCO, Luis Fernando
Andrade, ANI will include road engineering, financial,
tenders structuring and contract management depart-
ments. A US$3-billion PPP rail deal to move inland coal
to the Caribbean coast is in ANI’s project pipeline.

B Rio de Janeiro Wastewater
Concession Winner Named

A wastewater concession covering some 1.7 million peo-
ple in Rio de Janeiro city, Brazil, was been awarded to a
consortium equally owned by Aguas do Brasil and Foz
de Brasil. The team offered the winning upfront fee of
Reais 64.2 million (US$35 million) for the 25-year con-
tract, which is Rio de Janeiro state’s first of its kind. The
offer beat one other from the private sector, while the
municipality’s own operator, Nova Cedae, was not invit-
ed to bid.

The winning consortium will invest Reais 2.9 billion
(US$1.6 billion) in expanding the sewage network by a
factor of four with 19 treatment plants and 221 pumping
stations covering 19 of the city’s poorest districts. The
expanded system will raise wastewater collection cover-
age from 10% now to 40% in 2016 and 90% by 2020.
Aguas do Brasil is controlled by Queiroz Galvao
Participacoes, S.A. Foz de Brasil is 74.5% owned by
Odebrecht Group.

. . . European News

B Greeks Optimistic On Motorway P3s
The depth of the Greek economic crisis is visible around
the country not least at the idle construction sites along
major toll motorway routes being upgraded under five
privately financed concessions. The concessions are
worth nearly US$10 billion and are backed by loans
from over 40 local and international banks. While solu-
tions to the country’s debt troubles remain elusive,
prospects for restarting work on the motorways appear
reasonably good.

“Negotiations are moving forward constructively,”
says a senior official with the government’s Hellenic
Republic Asset Development Fund. Created last July to
manage the state’s huge privatization program, the fund
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controls the new company, Hellenic Motorways S.A..
The motorway company holds government interests in
the five concessions and also in the Rion-Antirion
bridge. The official believes a deal with the concession-
aires could be struck in the first quarter of 2012, after
which agreement with the banks will be sought.

A lawyer for one of the concessionaires agrees that
construction could start again around the middle of the
year. “I believe the Greek state realizes it does not have
much of a bargaining position,” he says, asking not to be
named. The government “also realizes that if the projects
do not take off, they will create serious problems not
only for the local contractors but also for the local banks
that are exposed to the projects,” he adds.

The 30-year concessions, mostly ratified by the end of
2007, cover upgrading of long sections of key national
corridors. They also include operations of both the
upgraded sections and other sections, financed with toll
revenues, largely at the concessionaires’ risk.

The projects are:
Maliakos-Kleidi: A 230-km section of the Athens-

Thessaloniki motorway under a Euro 1.1-billion (US$1.4
billion) concession with Aegean Motorway S.A.




(Hochtief 35%, Aktor 20%, J&P-Avax 16.25%, Vinci
13.75%, Aegek 10%, Athena 5%)).

Antirrio-loannina Motorway: In various sections
totalling 379.5 km in western Greece, calling for Euro 1.1
billion (US$1.4 billion) in investment with Nea Odos
S.A. (GEK TERNA 33.33%, Cintra 33.34%, ACS
33.33%).

Central Greece Motorway: Concession covers 232
km of road with an investment value of around Euro 1.5
billion (US$2 billion) by Kentriki Odos S.A. (GEK
TERNA 33.33%, Cintra 33.34%, ACS 33.33%).

Elefsina-Korinthos-Patra-Pyrgos-Kalamata
Motorway: Valued at around Euro 2.2 billion (US$2.9
billion) covering 366 km of highway under a concession
with Olympia Odos S.A. (Vinci 29.9%, Hochtief 17%,
J&P-AVAX 17%, Aktor 17%, GEK TERNA 17%, Athena
2.1%).

Korinthos-Tripoli-Kalamata Motorway: Total
length of 205 km calling for investment of about Euro 1
billion (US$1.3 billion) by Moreas S.A. (Aktor 71.67%,
J&P-AVAX 15%, Intracom 13.33%).

Work ground to a halt in 2009 as toll revenues failed to
cover debt service costs and the banks closed their cof-
fers. Over the last two years, toll revenues have fallen by
around 15% along the intercity motorway network, esti-
mates the official. Since around October 2011, the gov-
ernment and the concessionaires have been negotiating
how to restructure the projects to allow banks once again
to release funds.

So far the government has performed well on the con-
cessions, at least in terms of providing all the construction
subsidies that were part of the agreements, says the
lawyer from one of the consortiums. But the govern-
ment’s handling of land expropriation and dealings with
archaeological finds have been open to criticism he adds.

B Spanish Concessions In Cash Crisis
Spain’s incoming Conservative government must decide
quickly whether to release rescue funds for toll road oper-
ators struggling with slumping revenues, as one conces-
sionaire defaults on its loan and another faces refinancing
problems. The outgoing Socialist government had set
aside Euro 80 million (US$105 million) to help conces-
sionaires with underperforming toll roads.

Among the first in need of government help is
Autopista de la Costa Calida, S.A. (Aucosta), which has a
98-km toll road between Cartagena and Vera. The compa-

ny this month failed to make an interest payment on a
Euro 550-million (US$715 million) loan from a syndicate
of over 30 banks, including Royal Bank of Scotland, ING,
BNP Paribas, Santander and Banesto. The loan is due to
mature in December 2012.

Aucosta, which is 35%-owned by Global Via
Infraestructuras, believes it is owed Euro 8 million
(US$10.5 million) from the rescue fund. Average daily
traffic on its highway, at 1,949 vehicles, was 7% below
the figure for 2010 and reportedly 75% below forecast.

Ferrovial, meanwhile, aims for a more ambitious deal
with the new government to refinance a Euro 554-million
(US$720 million) bank loan due for repayment this
January on its 97-km R-4 Madrid radial toll road.
Ferrovial, a 55%-owner of the concession, already has
had two six-month extensions of its debt since early 2011.

Ferrovial now seeks not only support from the govern-
ment’s rescue fund but also a loan from the government
to pay former owners of land on which the highway runs.
The previous government had offered to support conces-
sionaires following a court ruling that allowed landown-
ers retroactively to increase the price of the land they had
sold to the concessionaires.

B EU To Rescue Portuguese Tunnel
Portugal’s government has secured Euro 200 million
(US$260 million) from the European Union to finance the
resumption of work on the stalled 5.7-km Marao Tunnel,
being built to serve a toll highway system in the northern
city of Porto. Work stopped on the 30-year DBFOM con-
tract in June when creditor banks suspended lending after
failing to secure enhanced interest rates to account for
current tough market conditions.

The economy ministry is trying to broker an interest
rate deal to satisfy both the banks and the project sponsors
while not breaking the fiscal restraints imposed by the
E.U. on Portugal. The syndicate of Royal Bank of
Scotland, Fortis, La Caixa, West LB and local savings
bank, Caixa Geral de Depositos, provided the 27-year,
Euro 180-million (US$235 million) loan in 2008 with an
interest spread of 0.7-1% above the 6-month Euribor
benchmark rate.

Due for completion in 2012, the tunnel forms the cen-
tral section of a 29-km road between Vila Real and
Amarante. Spain’s Sacyr Vallehermoso’s local construc-
tion firm, Somague, holds 55% of the concession and
local firm MSF has the balance.
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H Dutch Cultivate Pension Funds

Three bidders have been shortlisted to continue negotiat-
ing over the first highway concession in the Netherlands
to be structured to include index-linked debt to attract
pension fund financing. Rijkwaterstaat, the government’s
procurement body, plans to begin negotiating with the
three bidders for the concession covering the N33 in
January. It aims to secure best and final offers before
summer and financially close a deal by the end of 2012.

From a list of nine hopefuls, Rijkwaterstaat, part of the
ministry of infrastructure and environment, this month
shortlisted BAM PPP, VolkerWessels, and Dura
Vermeer/John Laing to continue negotiating under the
competitive dialogue procedure. To attract pension funds,
financing of the toll-free, availability-based contract will
include the option of debt repayments linked to the con-
sumer price index.

The concession, with a capital value of nearly Euro
180 million (US$235 million), covers doubling the width
of some 40 km of the two-lane highway between Assen
and Zuidbroek near Groningen in northern Netherlands.
The concession is likely to include three years’ construc-
tion followed by a 20-year operating period.

How to finance the project will be for the successful
bidder to decide, but Rijkwaterstaat, the ministry of
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finance, and a group of pension funds have been dis-
cussing how to structure the deal. The government will
allow, for the first time, up to 70% of the debt financing
to come from pension funds, says Hans de Kievit, of
Rijkwaterstaat’s PPP unit.

The government wants banks to provide the balance of
debt, partly to benefit from their expertise, which pension
funds lack, in monitoring how concessions perform, says
de Kievit. The concessionaire will likely invest around
10% as equity.

The  government is being advised by
PricewaterhouseCoopers and the law firm Pels Rijcken &
Droogleever Fortuijn, The Hague.

B Hochtief Navigates Troubled Waters
Germany’s Hochtief group, now owned by Spains ACS,
says it is still in talks with prospective buyers for its air-
port business, despite tough economic conditions. The
sale will lead to another group restructuring, transferring
remaining concessions from the soon-to-close PPP divi-
sion, which was established just over three years ago.
Executives continue to quit Germany’s largest construc-
tion group following its takeover by ACS last year.

Having abandoned an attempt to float 49% of its whole
concessions business in 2009 because of Dubai’s eco-
nomic crisis, Hochtief decided last year to sell only its air-
ports unit. Hochtief AirPort, a division of Hochtief
Concessions A.G, has 30% of Athens airport and 49.7%,
49%, 47%, 30%,and 12% of the airports at Budapest,
Hamburg, Tirana, Diisseldorf, and Sydney airports
respectively.

Following the airport sale, Hochtief Concessions will
be left owning only Hochtief PPP Solutions, which holds
the group’s other infrastructure assets. These include 800
km of highways in eight concessions in Austria, Chile,
Germany and two concessions in Greece.

Remaining concessions will be transferred in early in
2012 to Hochtief Solutions A.G., which is part of one of
the group’s main operating units, Hochtief Europe.
Hochtief Concessions was created in 2008 as owner of
Hochtief Airports, which was formed in 1997, and
Hochtief PPP Solutions, set up in 2005.

Unlike Vinci, its French partner in one of the Greek
motorway concessions, Hochtief has not so far made pro-
visions for losses on its two troubled deals in Greece (see
story above). Construction is at a standstill on both
motorways partly because of lack of financing.




year commercial loans and a short-term
bridge facility to cover the consortium’s equi-
ty contribution.

Tramlink Nottingham includes Vinci,
Alstom, Keolis, Trent Barton, Meridiam and
OFI Infravia. Its lead financial adviser was
KPMG, and its lawyer was CMS Cameron
McKenna.

B London Grapples With Mega
Sewer Financing

With the forecast cost of London’s planned
Tideway sewer tunnel under the River Thames
last month increased by 14% to £4.1 billion
(US$6.4 billion), official discussions are con-
tinuing on how to structure the project compa-
ny to maximize private sector financing. The
government will provide guarantees as long as
“this offers best value for money for cus-
tomers and taxpayers,” says a junior minister.

A public-private partnership with American Water puts
the power of the largest publicly traded U.S. water and
wastewater services company behind you and provides a
wide range of solutions for municipalities facing financial,
operational or resource-related challenges.

Visit www.amwater.com/ppp or call Mark Strauss
at (856) 346-8200 to learn more.

American Water and the star logo are register of

WE ARE THE
SOLUTIONS PROVIDER.

ﬁ

AMERICAN WATER

Water Works C

Inc. All rights reserved.

Project sponsor Thames Water attributes
the cost hike to location changes of the project’s planned
tunnel access shafts. The company is seeking public
comment on its revised proposals by February 10 before
developing designs and applying for planning permission
in late 2012.

The utility will be responsible for financing the pro-
ject, recouping its investment with rate hikes forecast to
be about £70-£80 (US$110-$125) on average annual bills
at today’s values. However, “there are some risks that are
not likely to be borne by the private sector at an accept-
able cost,” according to Richard Benyon, a junior minis-
ter at the Department for Environment, Food and Rural
Affairs.

With the project involving construction of some 30 km
of deep tunnels running directly beneath the river, the
financial risk is regarded as disproportionately large for
Thames Water. Owned by Macquarie European
Infrastructure Fund, Thames Water has a capital value
only about twice that of the Tideway plan.

B Germany Launches Latest Road Deal
Germany’s transportation minister Peter Ramsauer this
month launched the country’s next highway concession
under the A-Model system of procurement covering the
A7 Neumiinster-Nord to Hamburg-Nordwest. The con-
tract, the third in the current phase, is to upgrade 65 km
of A7 running north from Hamburg and operating a total
of 124 km of the highway for 30 years.

Bids will be based partly on the required availability
fee, which is funded by the government with distance-
based tolls on trucks using that section of highway. Truck
tolls are being collected nationally by another company,
Toll Collect, for the state. The concessionaire will earn
fees paid by the government’s transportation infrastruc-
ture fund company (VIFG). A government construction
subsidy is also available to the concessionaire.

Under the first wave of A-Model projects, the govern-
ment closed four deals starting in mid-2007 with a com-
bined construction value of around Euro 1 billion
(US$1.3 billion). The deals covered 52 km of A8 West
Augsburg-Munich, 44.4 km of the A4 in Thuringia, 59.8
km of the A5 between Malsch and Offenburg, west of
Stuttgart, and 72.5 km of the A1l between Hamburg and
Bremen.

In the current wave of projects, the government this
year reached financial close on the A8 Ulm-Augsburg
West, Bavaria, and the A9 between Lederhose to the bor-
der between Thuringia and Bavaria states. Other projects
planned for this phase include the Al Lotte—Miinster,
North Rhine-Westphalia; the A30 Rheine—Lotte, Lower
Saxony; the A7 Bordesholm—Hamburg, Schleswig-
Holstein; the A7 Salzgitter—Drammetal, Lower Saxony,
and the A6 Wiesloch-Rauenberg — Weinsberg. Bl
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U.S. Transportation Projects Scorecard

Contract
Amount
in nominal $ Private Notice to
($ millions) Project Name Owner Risk Proceed Sponsors (DB component)
3,850 Indiana Toll Road, IN Indiana Finance Authority 75-yr lease 6/06  Cintra Concessions/Macquarie
2,800 1-635 LBJ Managed Lanes, TX Texas DOT DBFOM (tolD 6/10  Cintra/Meridiam (52.1bn Ferrovial Agroman)
2,800  Dulles Metrorail ph. 1,VA MWAA/WMATA DB 3/09  Bechtel/URS
2,100 Denver Eagle P3 Rail, CO Denver RTD DBFOM (ap) 8/10 Fluor/Laing/Uberior ($1.27bn Fluor/BBRI
2,047  North Tarrant Express, TX Texas DOT DBFOM (told)  12/09  Cintra/Meridiam ($1.46bn Ferrovial)
1,998  1-495 HOT Lanes, VA Virginia DOT DBFOM (toll) 7/08  Transurban/Fluor ($1.4bn Fluor/Lane)
1,830 Chicago Skyway, IL City of Chicago 99-yr lease 1/05  Cintra Concessions/Macquarie
1,814 I-595 Managed Lanes, FL Florida DOT DBFOM (ap) 2/09 ACS Infrast. (51.2bn Dragados/EarthTech)
1,674  Hudson-Bergen Lt. Rail, NJ NJ Transit DB/Equip+O&M 10/96  Wash. Group/Itochu ($1.15bn Perini/Slattery)
1,376 I-15 Reconstruction, UT Utah DOT DB 3/97  Kiewit/Granite/Washington Group
1,369  SH 130 Seg. 1-4, TX Texas DOT DB 7/02  Fluor/Balfour Beatty/DMJM + Harris
1,358 SH 130 Segments 5-6, TX Texas DOT DBFOM (ol 3/08 Cintra/Zachry
1,350  Alaskan Way Viaduct, Seattle Washingtoin State DOT DB 1/11 Dragados USA/Tudor-Perini
1,186  1-25 T-REX Road/Rail Exp., CO  Colorado DOT/RTD DB 5/01 Kiewit/Parsons Trans. Group
1,100  |-15 South, UT Utah DOT DB 9/09  Fluor/Ames/Wadsworth + HDR
1,089  SR-99 tunnel, WA Washington State DOT DB 12/10  ACS/Tudor/Perini
1,002  DFW Connector, TX Texas DOT DB 10/09  Kiewit/Zachry
980  Jamaica-JFK Airtrain, NY Port Auth. NY/NJ DB/Equip+O&M 9/99  Skanska/Bombardier ($980m Slattery/Perini)
914  Port of Miami Tunnel, FL Florida DOT DBFOM (ap) 10/09  Meridiam ($607m Bouygues/Jacobs)
803  Foothill Eastern Toll Road, CA  Trans. Corridor Agencies DB 6/95  Flatiron/Wayss & Freitag/Sukut/Obayashi
790  San Joaquin Hills Toll Rd., CA  Trans. Corridor Agencies DB 9/91 Kiewit/Granite
773 SR 125 So. + Connectors, CA  San Diego Expressway L.P. = DBFOM (toll) 5/03  Macquarie ($653m Washington/Fluor)
712 Alameda Corridor, CA Alameda Corridor Trans. Auth. DB 11/98  Tutor-Saliba/O&G Indus/Pars. Grp + HNTB
700  Safe and Sound Bridge, MO Missouri DOT DB 4/09  Kiewit/Traylor Bros. + HNTB/LPA Group
689  JFK Terminal 4, NY Port Auth. NY/NJ DBFOM 5/97 Schiphol/LCOR ($689m Fluor/Morse Diesel)
645  Foothill South Toll Road, CA Trans. Corridor Agencies DB 11/98  Flatiron/HBG/Sukut/Fluor Daniel
615  Tacoma Narrows Bridge, WA Washington State DOT DB 11/02 Bechtel/Kiewit
611 Pocahontas Parkway Lease, VA Virginia DOT 99-yr lease 6/06  Transurban (545m Fluor/WGI)
610  |-95 Relocation, Providence, Rl Rhode Island DOT DB 6/97  Maguire Group/Cardi Construction
603  Northwest Parkway Lease, CO Northwest Parkway Authority 99-yr lease 5/07  BRISA/CCR
600  Eastside Light Rail, CA Los Angeles County MTA DB 7/04  Washington Group/Obayashi/Shimmick
541  Cooper River Bridge, SC South Carolina DOT DB 7/01 Flatiron/Skanska + Parsons Brinckerhoff
530  BART SF. Airport Ext., CA Bay Area Rapid Transit Dist. DB 5/98  Tutor-Saliba/Slattery + HNTB
508  Trenton River Light Rail, NJ NJ Transit DB/Equip+O&M  6/99  Bechtel/Conti/Foster/Bombardier
486  Metro Gold Line, Los Angeles  Foothill Extension Const. Auth. DB 6/11 Kiewit/Parsons Trans. Group
469  |-75, Collier + Lee Counties, FL  Florida DOT DBF 5/07  Anderson Columbia Co., and Ajax Paving
464  Intercounty Connector, MD Maryland DOT DB 6/07  Granite/Corman/GA & FC Waggoner
446  Western Wake Freeway, NC NC Turnpike Authority DB 8/09  Archer Western/Granite + The LPA Group
431 IROXI-75, FL Florida DOT DBF 6/07  Anderson Columbia/Ajax Paving
420  |-64 St. Louis, MO Missouri DOT DB 12/06  Granite/Parsons Trans. Group/URS
414 Highway 161, TX No. Texas Tollway Auth. DB 8/09  Fluor/Balfour Beatty + AECOM
390  Route 28 Expansion, VA Virginia DOT DB 10/03  Clark Constr./Shirley Contracting Corp.
390 SR 22 Improvements, CA Orange Cty CA Trans. Auth. DB 9/04  Granite/C.C. Myers/Steve P. Rados Inc.
390 LA Expo Lt. Rail, CA Expo Line 1 Const. Auth. DB 9/06  Flatiron/Fluor/Parsons Trans. Group
390 |4 Connector Florida DOT BF 12/09  PCL/Archer Western + PBSJB
386  Conway Bypass Highway, SC ~ South Carolina DOT DB 3/98  Fluor Daniel
385  Route 3 North, MA Mass. Highways DBF/Maint. 8/00  Modern Continental/Roy Jorgenson
350 Dulles Greenway Toll Road, VA TRIP Il DBFOM (toll) 9/93  TRIP Il (5150m Brown & Root)

(ap) availability payments— public credit

Boldface indicates developer-financed P3 project

(tol) toll collections—project revenue credit
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U.S. Transportation Projects Scorecard

Contract
Amount

in nominal $ Private Notice to

($ millions)  Project Name Owner Risk Proceed Sponsor (DB component)
343  Las Vegas Monorail, NV L.V. Monorail LLC DB/Equip+O&M  10/00  Bombardier/Granite
328 281 North Toll, TX Alamo Reg. Mobility Auth. DB 5/08  Fluor/Balfour Beatty
324  E-470 Beltway, Seg. 2&3, CO E-470 Public Hwy Auth. DB 8/95  Washington Group Intl/Fluor Daniel
323  E-470 Seg. 1, CO E-470 Public Hwy Auth. DB 7/89  Fluor/Morrison Knudsen
295 US 550 (was SR 44), NM New Mexico SH&TD D/CM/Warranty 9/98 Koch Materials ($295m CH2M Hill/Flatiron)
291 Hiawatha Light Rail, MN Minnesota DOT DB 9/00  Granite/C.S. McCrossan
267  Gold Line Light Rail, CA LA-Pasadena Blue Line Const. DB 4/00  Kiewit/Washington Group
260  Anacostia River Bridges, DC Washington DC DOT DB 9/09  Skanska/Facchina
251 [-15 North, NV Nevada DOT DB 9/07  CH2M Hill/Las Vegas Paving Corp.
243  |-10 Bridges Escambia Bay, FL  Florida DOT DB 4/05  Tidewater Skanska/Flatiron
241 Herbert C. Bonner Bridge North Carolina DOT DB 9/11 PCL Civil + HDR
238 TH 212, MN Minnesota DOT DB 8/05  Fluor/Edward Kraemer/Ames
238  I-15 Bridge Replacements, UT Utah DOT DB 1/06  Granite/Ralph L. Wadsworth Const.
236  Rt. 288, VA Virginia DOT DB/Warranty  12/00  Koch/APAC/CH2M Hill
234  St. Anthony Falls Bridge, MN  Minnesota DOT DB 11/07  Flatiron/Manson + FIGG
233  E-470 Beltway, Seg. 4, CO E-470 Public Hwy Auth. DB 1/00  Kiewit/Washington Group
232 Palm Beach-Ft. Laud. Rail, FL Tri-County Commuter Rail Auth DB 8/01 Herzog/Granite/Washington Group
232 US 52 Reconstruction, MN Minnesota DOT DB 2/03  Fluor/Edward Kraemer/Ames
226  Carolina Bays Pkwy, SC South Carolina DOT DB 11/99  Flatiron/Tidewater
221 I-5 Everett HOT Lanes, WA Washington State DOT DB 5/05  Atkinson/CH2M Hill
220  Blue Line Extension, DC WMATA DB 4/02  Lane/Granite/Slattery Skanska
211 [-95 Widening, FL Florida DOT DBF 12/07  Community Ashpalt
207  Manor Expressway, Austin TX ~ CTRMA DB 6/11 Webber/Texas Sterling
198  Rt. 28 Corridor, VA Virginia DOT DB 9/02  Clark Const./Shirley Contracting Corp.
192 US 17 Washington Bypass, NC North Carolina DOT DB 2/06  Flatiron/United Contractors
191 Southem Connector, SC Connector 2000 Assn. DB 2/98 Interwest (Sna Thrift Bros.)
191 Atl. City-Brigantine Tunnel, NJ New Jersey DOT DB 10/97  Mirage Resorts (§191m Yonkers/Granite)
184  U.S. 60 Upgrade, AZ Arizona DOT DB 5/01  Granite/Sundt
180  Northwest Parkway, CO NWP Public Highway Auth. DB 6/01 Washington Group/Kiewit Western
180  1-205 LRT Extension, OR TriMet Portland DB 1/06  Stacey & Witbeck/Granite
178  US 183, Austin, TX Central Tex. Mobility Auth. DB 12/04  Granite/J.D. Abrams + URS175
177  Palmetto Exp. Widening, FL Florida DOT DBF 8/08  Condotte-De Moya j.v.
171 Reno ReTRAC, NV City of Reno DB 7/02  Granite/Parsons Trans. Group
148  US Route 1, Key West, FL Florida DOT DB 11/04  Granite + Jacobs
140 |-485, Charlotte Loop, NC North Carolina DOT DBF 6/10  Blythe Construction/Wilbur Smith Assoc.
138  Triangle Parkway, NC NC Turnpike Authoriity DB 8/09  S.T. Wooten
138 95 Express Lanes, FL Florida DOT DB 2/08  FCC Co./MCM Corp.
136 1-494 Reconstruction, MN Minnesota DOT DB 8/04  Granite/C.S. McCrossan
132 U.S. 64 Knightdale Bypass, NC North Carolina DOT DB 6/02  Flatiron/Lane Const. Corp.
130 CPTC 91 Express Lanes, CA  CalTrans DBFOM (tolD 7/93  Level 3/Cofiroute/Granite (sold 1/03)
130 U.S.20,OR Oregon DOT DB 7/05  Granite/TY Lin International
129  U.S.70,NM New Mex. SH&TD DB 7/02  Granite/Sundt/James Hamilton + URS
127  Orange Line Bridge, OR TriMet Portland DB 12/10  Kiewit
1256  Portland Airport Max Rail, OR  TriMet Portland DB 10/98  Bechtel
121 95 Express Lanes, FL Florida DOT DBF 1/08  FCC/MCM
111 US-1 Improvements, FL Florida DOT DBF 11/07  Community Asphalt
102  1-4 Over St. John's River, FL Florida DOT DB 1/01 Granite/PCL Civil Constructors
100  So. Norfolk Jordan Bridge Cheseapeak Va. BOO 1/11 Figg/American Infra. (§75m Lane Const./Figg)

(ap) availability payments— public credit  (tolD) toll collections—project revenue credit
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Contract
Amount
in nominal $ Private Notice to
(S millions) Project Name Owner Risk Proceed Sponsors (DB component)
90  Loop 101 HOT lanes Arizona DOT DB 1711 Kiewit/Sundt + Parsons/URS
86  |-17 Thomas to Peoria, AZ Arizona DOT DB 1/99  Granite/Sundt
85  Camino Colombia Bypass, TX Texas DOT DBFOM (tolD) 6/99  Granite + Carter & Burgess
82  Hathaway Bridge, FL Florida DOT DB/Warranty 6/00  Granite
81 Sawgrass Expwy Widen, FL Fla. Turnpike Enterprise DB 4/05  APAC/Parsons Trans. Group
59  |-77 Rehab, NC NC DOT DB 3/07  The Lane Construction Corp. +HDR
57  Anton Anderson Tunnel, AK Alaska DOT DB 9/98  Kiewit + Hatch Mott MacDonald
56  Belt Parkway, NY NYC DOT DB 7/02  Granite Halmar + Gannett Fleming
54  Carolina Bays, ph. 2, SC South Carolina DOT DB 5/03  APAC + Wilbur Smith Assoc.
53  New River Bridge, FL Tri-County Commuter Rail DB 2/03  Washington Group

(ap) availability payments— public credit

(tolD toll collections—project revenue credit

Boldface indicates developer-financed P3 project
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CANADIAN PUBLIC-PRIVATE SERVICES DIRECTORY

KPMG’s Global Infrastructure professiondls in the US and
Cunudu provide specidlist Advisory, Tux, Audit, Accounting und
Compliunce reluted ussistunce throughout the life cycle of
infrastructure projects und programs. Our teams have extensive
locul und ylobul experience udvising government orgunizu-
fions, infrastructure contractors, operdutors and investors. We
help clients usk the right yuestions und find strateyies tuilored to
Mmeet the specific objectives set for their businesses. KPMG cun
help set u solid foundution ut the outset und combine the vari-
ous uspects of infrustructure projects or programs — from strate-
gy, to execution, to end-of-life or hand-buck. Contact Andy
Garbutt, Practice leader for KPMG's US feam, at +1-512 501 5329
und Brad Watson, Practice leuder for KPMG’s Caunadian feum,
at +1- 416 777 8142, or e-muil: infrustructure@kpmy.com
www.kpmy.com/infrastructure

Osler, Hoskin & Harcourt LLP hus one of the leuding public-pri-
vute puartnership (P3) leydl practices in Cunuda, Osler hus
extensive experience in dll types of P3 arrangements including
concessions, outsourcing of services, und privatizations of vari-
ous government dugencies, crown corporations und service
providers. We have advised on d broad spectrum of P3 pro-
jects including maijor transportation (highways and dirports),
public transit, hospitdls, schools, prisons, police stations, cusi-
nos, waste, wuter treatment, power generation und fransmis-
sion facilities und other infrustructure projects. We represent
public und privute sector participunts including developers,
contfructors, consortiums, service providers, gyovernmental
dygencies, consultants und financidl institutions. Pleuse contact
Bob Beaumont dt (416) 862-5861 (e-muil: rbeuu-
mont@osler.com), Lorne Carson ut (403) 260-7083 (e-mdiil: Icar-
son@osler.com), Tobor Emakpor at (416) 862-4268 (e-muiil:
tfemukpor@osler.com) or Rocco Sebastiano ut (416) 862-5859
(e-muiil: rsebustiuno@osler.com).

PUBLIC-PRIVATE SERVICES DIRECTORY

RT

Raymond Tillman, P.E. hus been u widely recognized toll road
expert for over 35 yeurs, Services he provides to u broud range
of public und privute sector clients throughout the US und Lutin
Americu include: fraffic und revenue forecusts (back-of-the-
envelope through investment grade); yuantified risk and prolb-
ability ussessments; internul und externdal peer reviews; P3 udvi-
sory services (former president of the ARTBA/P3 Division); project
development consulting, including vidbility dssessments aund
implementution strategies; und toll roud udvisory services. He
has worked closely with toll agencies, underwriters, lending insti-
tutions, rating agencies, “greenfield” facility investors and devel-
opers, und equity puarticipunts. Reports prepured under his
direction huve supported over $30 billion worth of bonds, und his
credibility in the financiul community reflects this record.
Contuct information is: (917)328-2265 (cell) or (212)315-3566, or
raymond.tillman@imstone.com

At Williams Mullen, our uttorneys understand that successful
infrastructure und P3 projects depend upon strateyic plan-
ning dlony with innovutive, pragmatic thinking. Through our
experience ucross u wide array of disciplines, we leverage
this understanding o assist clients in transforming concepts
info redlities. Over the pust 30 yeurs, firm uattorneys have
purthered with clients to achieve:

o 165+ public-private partnerships

e 170+ design-build or design-build-operute projects

e 130+ power projects (65+ renewdble energy und 38+
wuste-to-eneryy)

e 40+ wuter or wustewdater projects

e 30+ transportation projects, including a major U.S. port
representation

e 200+ solid wuste munugement projects

e A mulfitude of educdtion, corrections und other public
infrastructure projects.

Contact Stuart Broom (202) 293-8110, sbroom@wilicmsmullen.com,
Warren Nowlin (202) 293-8119, wnowlin@wiliamsmullen.com, or
Chuck Wall (804) 420-6498, cwdl@wiliumsmullen.com, or visit
www.willamsmullen.com
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PUBLIC-PRIVATE SERVICES DIRECTORY

Veolia Water North America is the leudiny provider of
comprehensive wuter und wustewduter services to municipul
and industriul customers, providing
services to upproximately 14 million people in more thun 600
communities. Our services include desighing, building and
operuting wuter und wustewuter tfreutment fucilities und
systems. We operute the nation’s lurgest public-private purt-
nership for water services in Indiunapolis, where we serve 1
million people, us well us the country’s very first partnership
estublished in 1972 with Burlihgume, Cudlif.,, un
ohyoiny customer now for more thun 30 years. The compu-
ny is purt of Veoliu Wauter, the No. 1T water compuany in the
world, serving more thun 110 million customers. Veoliu Wauter
is the water division of Veoliu Environnement (NYSE:VE and
Paris Bourse: VIE), the largest environmentul services compu-
ny in the world, with more than 252,000 employees in More
than 80 countries und annudl revenues of dpproximately
$30 Dbillion. Visit the North Americun web site at
www.veoliawaterna.com or cull (800) 522-4774.

Wilbur Smith Associates is an internationally recoghized toll
roud expert, providing financidl, procurement, operations
and construction support for public agencies und private
clients on hundreds of toll fucilities worldwide. For more
than 50 yeurs, WSA hus worked with investment baunkers,
debt holders, rating ugencies, and equity partners to place
$65 billion of revenue bused finuncinys, providing us with
unpurdlleled credibility in today’s finunciul markets. We pro-
vide services thut help define u public-private partnership
and ensure that our clients are uble to design u procure-
ment to muximize their objectives. Notuble projects include
91 Express Lanes (Cdlifornia), 407 ETR (Ontario), Melbourhe
CityLink, President George Bush Turhpike (Texas), and South
Buy Expresswuy (Culiforniu). Contuct Ed Regan (203) 865-
2191, Kamran Khan (630) 434-8111, or Grant Holland (770)
936-8650, or visit us at www.WilburSmith.com.

Parsons Brinckerhoff provides a totul puckage of consulting
services for infrustructure projects worldwide. We ddvise
senior decision-mukers of private firms, public uyencies
and finuncidl institutions in dll uspects of ussessing, devel-
opinyg und delivering projects und programs. With a world
cluss strategic udvisory group within our leuding interna-
tiondl engineering und construction munugement firm, we
draw onh over u century of successful experience with chal-
lenying und complex projects to provide cutting-edye
strategic advice. From inifial assessment of project feusibili-
ty to procurement or bid development and on through pro-
ject delivery, we work side by side with our clients to muke
you successful. Our senior feum hus successfully helped our
clients close international fransactions through our Program
Maunhagement, Procurement Advisory, Due
Diligence/Owner’s Engineer, and P3/Concession Advisory
services. Confuct David Earley, Director of Strateyic
Consulfing, (202) 661-5310 eurleyd@pbworld.com or
Matthew Bieschke, Investor Advisory Services Manayer,
(202) 661-5311 bieschke@pbworld.com

As purt of SUEZ ENVIRONNEMENT, United Water provides
wuter, wastewuter and usset manugement services to 7.3
million people in 25 stutes through the dedicution of its 2,600
employees. In uddition to owhiny und operuting 20 regulut-
ed utilities, United Wuter operates 200 municipul und indus-
trial systems through public-private partherships and con-
fract agreements. Founded in 1869, the compuny’s core
expertise in providing sufe, cleun drinking wuter has
evolved info providing d full range of services, from techni-
cul ussistunce to totul usset ownership. We ussist communi-
ties improve service, reduce costs, comply with environmen-
tdl regulutions, munage labor relutions und provide excel-
lent customer service. For more informution visit unitedwu-
ter.com or contuct Gary Albertson ut 201-767-9300 or ut
BD@UnitedWater.com.
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PUBLIC-PRIVATE SERVICES DIRECTORY

OHL Concesiones, SL OHL Concesiones, SL is one of the
world’s leuding private developers of trunsportution infra-
structure, beinyg uctive in dll its modes: highways, railways,
dirports und seuports. The compuny, founded us u sub-
sidiary of the OHL Group, provides expertise und stute of the
art technology for developing under concession dll types of
infrustructure in uny part of the world. Currently purticiputing
in 24 concessions comprising 2,737 miles in the highway sec-
for, the corpordtion is ulso uctive in urbun und suburbun
frain lines, dirports aund commercial ports und marinas. In
contrust to other groups in the sector, OHL Concesiones
holds control stukes in practicully dll of the concessions com-
frising its portfolio, yuarunteeing the best quulity service. For
more information pleuse contuct: Roberto Hombrados 34
(91) 348 47 58 rhombrudos@ohlconcesiones.com; or visit
www.ohlconcesiones.com.

O. R. Colan Associates (ORC) provides u full range of reul
estute services reluted to the upprdisul, acyuisition und relo-
cution phuse of design-build highway projects. With more
than 30 offices in 18 states nationwide, the company is
broudly recoygnized us u leuder in providing reul estute solu-
fions for public works projects. ORC provided the right of way
acyuisition und relocution ussistunce for the following suc-
cessful design-build highwuy projects: Segyments 1-6 of SH
130 in Texus; the Pocuhontus Purkway in Virginiu; Route 3
North in Massachusetts; -64 in Missouri; and portions of the
Indiunu Toll Roud in Indiuna, Currently ORC is in the finul
stuyes of providing progrum manugement for the right-of-
wuy dcyuisition phuse of 1-69 in Indiuna und the DFW
Connector project in Texus. Time is Mohey on u design-build
project. ORC hus the proven dbility fo deliver the right of way
in tfime for construction on fust-puced projects while meeting
dll state and federal requirements. Contact Steve Toth, COO,
ut stoth@orcolun.com or visit us ut www.orcolun.com

Scully Capital is u specidlized investment banking and finan-
cidl services firm providing u broud ranyge of project fihunce
and meryers und ducquisitions expertise to clients in the envi-
ronmentul und infrastructure industries. The firm serves public
sector entities und private developers in wauter, wustewuter,
biosolids mMunuye-
ment, solid und haz-
ardous wustes dis-
posul, power gener-
ation, frunsportation
and  infrastructure SCULLY CAPITAL
development. Scully  fnvestment Banking for the Environmental
Cupital  brings u & Infrastructure Industries
uhigue combinution

of industry knowledye und fihunciul expertise to help your
public-private purtnership reuch a successful closing. The
firm is active in structuring senior debt, mezzunine finuncing
and eqyuity cupitdl through the bunk und private equity mar-
kets. Pleuse contact Brian T. Oakley or John G. Ravis, 1133
15th St. NW, Wushington, D.C. 20005, ph. (202) 775-3434, fux
(202) 775-6049.

Nossaman LLP, u U.S. luw firm dedicuted to representing gov-
ernment uygencies, is widely ucknowledged to possess the
broudest und deepest practice in the world focused on U.S.
fransportation infrastructure, specidlizing in the effective
deployment of P3s und other forms of innovutive project
delivery, finance, operdtions und mMaintenance.

Recently we helped our clients uchieve significaunt milestones:
e Texus DOT $2.8B LBJ Express Project — Toll Concession —
Financiul Close, June 2010
o Texus DOT $2.02B North Turrunt Express Munuged
Launes Project — Toll Concession — Finunciul Close,
December 2009
e Utuh DOT $1.1B I-15 Corridor Expunsion — Design-Build
Contract — Proposer Selected, December 2009
e Florida DOT $900M Port of Miami Tunnel Project —
Avdilubility Payment Contract — Finunciul Close, -
October 2009
e Texus DOT $1.02B DFW Connector — Design-Build
Contract — Notice to Proceed, October 2009
o Texus DOT $2.68B LBJ-635 Expunsion — Toll Concession
— Commerciul Close, September 2009
e North Curolinu Turnpike Authority $640M Mid-Currituck
Bridye Project - Pre-Development Agreement —
Executed, April 2009
e Florida DOT $1.8B I-595 Munuged Lanes Project —
Avdilubility Puyment Contract — Financial Close, March
2009

Contuct Geoffrey S. Yarema ut gydremu@nossuman.com

/ 213.612.7842, Patrick Harder ut pdhurd-

er@nossumaun.com / 213.612.7859, or Simon Santiago uf

ssuntiago@nossumun.com / 202.887.1472. On the web ut
www.hossuman.com und www.InhfralnsightBlog.com
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With more than 40 yeurs of experience, IRIDIUM Concesiones
(formerly Dragudos Concesiones) is the ACS Group compuny
that promotes, develops und operutes concession projects
worldwide. With over 100 projects developed in 21 countries,
including 4,397 miles of highways, 1,107 miles of rdilroads, 16
dgirports, 17 ports und severdl socidl structure concession pro-
jects, IRIDIUM Concesiones is the world leader in this field. We
ure proud to huve ylobul presence with locul commitment.
ACS Group compunies upply their unsurpussed technical skills
to the plunning, design, construction, operation und muinte-
nance of infrustructures, using the latest technoloyies in any
dreu und providing the highest level of excellence through-
out. A solid finunciul cupubility combined with un innovative
approuch dllows IRIDIUM Concesiones o structure the heces-
sary financial resources for any project. Contuct Salvador
Myro (smyroc@iridium-acs.com) at +(34) 91 703 85 48 or visit
www.iridiumconcesiones.com or www.grupoucs.com for fur-
ther detdils.

Designing and building infrastructure hus been the core of
HDR’s business for hearly 100 yedrs. Anh employee-owned
firm, HDR ranks amony the best in every market sector we
serve, including water, wustewdter, fransportation, environ-
mentdl services aund power. As

your purtner, we help you

uchieve exceptiondl results on

large cupitdl improvement

projects through the use of

dlternative project delivery.

We adopt your gouls und vision for the project and then
work fo foster un intfegrated and collubordtive environment
by estublishing the right mix of people, systems and tools
for success. And our upplication of vulue-driven services
such us risk munugement, cost estimuting, scheduling and
vulue enyineering results in greuter value throughout the
project life cycle.

What mukes us different? We bring added leudership to u
project, bucked by multidisciplinary expertise, proven inno-
vation und superior performance to help accomplish your
gouls,

Wheh you heed u parther to deliver your vision, call HDR.
185 Offices Worldwide, 7,800 employees

Contuct: Trunsportation: Mel Placilla, 714-730-2300 Wuter:
Andy Shea, 484-612-1102

Ferrovial Agroman is u leuder in the global construction mar-
ket. In addition to Spuin, the compuny hus sighificunt uctivity
in eight other countries: Polund, USA, Greece, United
Kihgdom, Chile, Puerto Rico, Ireland und Portugal. Wholly
owhed by the sume parent compuny as CINTRA, the world’s
largest transportation developer by invested capital, Ferrovial
Ayromun hus 80 yeurs of construction experience in DBB, DB,
and P3 projects in dll types of infrustructure ussets. These
decudes of experience result in 2,300 mi highway conhces-
sions; 9,400 mMi hew rouds; 16,700 mi rehab of roads; 250 mi tun-
nels; 2,500 mi cunals; 3,800 mi water pipelines; 2,200 mi gaus
and oil pipelines; 25 hydroelectric power stations; 145 dums;
215 water freutment plants; 17 mi wharfs and ports; 35 dirports;
20 studiums; und 2,550 mi ruilways including 440 mi HSR.
Contact Daniel Filer, VP of Business Development for North
Americu ut +1-512-637-8587.

With more than 2,000 staff across North America, Lochner
MMM Group combines the respected transportation engi-
neering und plunninyg reputution of HW. Lochher Inc. with
the extensive globul P3 experience of MMM Group Limited.
The firms’ project portfolios feuture Mujor uwurd-winniny
tfransportation assignments in the U.S. und Cunadu, includ-
ing muny P3s. Lochhner MMM Group hus proven working
relationships with leuding constructors and transportation
infrastructure investors. Ifs project implementation know-
how and access to private capital and concessions exper-
tise dllow governments to uchieve their infrastructure gouls
more yuickly und at V] lower cost.

Besides frunsportution planning and enyineering, Lochnher
MMM Group’s core services include process cohsulting, pro-
ject munuyement, und investment aund due diligence udviso-
ry services for lurge P3 frunsportation undertukings. With over
35 North Americun office locutions, Lochner MMM Group is u
parther of choice for U.S. P3 fransportation projects.

Contuct: Tom Stoner, PE, tel. (727) 572-7111; tston-
er@hwlochner.com, or Dave Jull, P.Eng., tel. 905-882-7203; e-
muil: JullD@mmm.cu
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DELAFIELD & WOODLLP

Hawkins Deldfield & Wood LLP hus the largest specidlized pub-
lic confruct und finunce leygul practice in the United Stutes. We
have successfully heygotiuted and closed muijor infrastructure
frunsuctions in every state. Our clients consist exclusively of yov-
ernmentul, non-profit und finuncial institutions. In the water sec-
tor, Huwkins hus served us speciul planning, procurement und
neyotiuting counsel to locul governments on more than 75
public-private parthership projects. In the transportution sector,
we ure conhsistently runked by Thompson Securities Duta us the
leudiny finance counsel nationally.
For over 30 yeurs Hawkins has pioneered highly successful dlter-
nutive delivery approuches to public works development and
implementaution using design-build, design-build-operate, und
design-build-finunce-operute contructs, franchise und conces-
sion uyreements, project finuncings und privute activity bonds.
The breudth und depth of our confruct und finunce pructices
provide u uniyue foundution for the firm’s practical and cre-
ative counsel und strateyic udvice to clients seeking solutions to
infrustructure chullenges in the water, fransportation, solid waste
and power sectors.
Contact: Eric Petersen at (212) 820- 9401 or Ron Grosser (212) 820-
9423 in New York, or Rick Sapir ut (973) 642-1188 in Newark, or
through our website at www.hawkins.com

Herzog Contracting/Herzog Railroad Services Inc. — Design-
build/CMGC for highway / heavy construction and ragilroad
mauss fransit. North Americu’s largest ruil and commuter rail
construction and maintenance contractor, provides rail Mass
fransit operations und dispatching in North Americu und rdiil-
roud expertise worldwide, delivering state-of-the-art technolo-
gy for Hi Speed Ruil Fluw Detection und rdilcar and railroud
equipment leusing, bullust distribution, rail re-laying und railcar
unloudiny, rdilways systems und signals. Also, development
and operdtion of Municipul und industriul solid waste facilities.

B Af (816) 233-9001, fux (816) 233-9881, or 600 S. Riverside Rd.,
P.O. Box 1089, St. Joseph, MO 64507-1089, pleuse contuct:
Joe Kneib, Sr. VP Market Development
joekneib@herzoy.com;

Tim Francis, VP Marketing, Herzoy Ruil Technoloyies
tfrancis@hrsi.com

Ray Lanman, VP Corp. Development, Herzoy Transit
rvlunmun@nhtsi.com;

Scoft Norman, V.P. Estimating/Project Development, snor-
mun@herzoy.com ut (816) 233-9001

Global challenges. Real solutions.

Established in 1868, Halcrow specidlizes in planning design
und munagement services for infrustructure development
worldwide. We offer expertise in virtudlly dll ureus reluted
to the built environment. Our feums ure dlso specidlists in
U humber of innovutive dreus, leudiny the way in markets
like public-private partherships. Our expert strategic trans-
action advice helps clients harhess the potential of P3’s in
infrastructure delivery through:

o Sfrateyic procurement

* Due diligence

e Risk munagement

e Asset munagement

At Hulcrow, we’'ve developed un unpurdlled track
record of public-private purtnerships. Our ubility to lis-
ten und our detuiled understunding of P3 frunsuctions
have led to stronyg relationships with a range of clients
including public ugencies, project promoters, conces-
sionuires und finunciers. For informution on how we're
solving some of our clients’ greutest challenyes, visit
halcrow.com or emuil P3info@halcrow.com.

Infrastructure Management Group, Inc. (IMG) is u results-driven,
full-service udvisory firm specidlizing in improving the munuge-
ment, financing aund operdations of utilities, dirports, transporta-
tion und other public-use infrastructure. IMG helps infrustructure
owhers und operutors provide more und perform better
through innovution, performunce munugement technology,
credutive finunce solutions, und public-private partherships. IMG
identifies und implements pragmatic upprouches und bold ini-
fiatives for superior customer service delivery und efficient
operations. From San Diego to Boston dund from Detroit fo
Miaumi, our innovutions have suved clients billions of dollurs in
operuting costs und cupitdl investment. Our corporate motto,
“bringing business to government”, is u testument to both the
demunds of our fimes and IMG’s commitment to our clients’
public service gouls. For more information, contuct Steve
Steckler af (301) 907-2900, fux (301) 907-2906, or ut 4733
Bethesdu Avenue, Suite 600; Bethesdu, MD 20814,
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Elias Group LLP provides legul und consulting services to gov-
ernment und industry. We dre u boutigue law firm internution-
dlly recognized for our expertise in project finunce, pub-
lic/private puartnerships, industrial outsourcing, joint ventures
and strateyic dlliunces, and M&A of regulated und hoh-regu-
lated entities. The firm’s unique accomplishments include the
first 20-yeur concession ugreement executed in the U.S. for the
rehubilitation and operation of u Municipul wustewduter treut-
ment fucility. Our skills and practical experience dre evident in
the multitude of trunsuctions successfully completed.
Contact: Dan Elias or Michael Siegel at 411 Theodore Fremd
Avenue, Rye, NY 10580; tel: (914) 925-0000; fux: (914) 925-9344;
or visit our web site: www.eliusgroup.com

Egis Projects hus unrivaled experience in most types of infru-
structure P3 und concessions: motorwuys, bridges, tunnels,
urban infrastructures, and, more recently, dirports. We are
experienced with dll types of remuneration (reul toll, shadow
toll or avdilubility schemes). Eyis Projects relies on the spe-
cidlized skills of its shareholders: Groupe Egis, u leuder in
infrastructure engineering, and Cuisse des Dépdts, a AAA
finauncial institution. Egis Projects ucts us promoter, develop-
er and investor in concession/P3 projects, us turnkey equip-
ment integrator, us operutor und mMunuyer of dirports, und,
via its wholly owned subsidiary Egis Roud Operation, us oper-
ator of rouds und motorways. Eyis Projects hus ulso extend-
ed its uctivities to electronic toll collection, toll network inter-
operubility, und sufety enforcement, us well us ussociuted
services for roud wusers under the Eusytrip brand.
Egis Projects hus finuncidlly closed 22 infrastructure projects
for u total value of Euro 12 bn. Egis Roud Operation is oper-
ating 27 motorways totalling 1,840 km in 15 countries.
Contact: Alain Poliakoff in Paris, France at (33) 1 30 48 48 09,
fax (33) 1 30 48 48 91 or dluin.poliukoff@eyis.fr or visit
http://www.eyis-projects.com

Formed in 1922, Granite Construction Incorporated is toduy
one of the largest heuvy civil confractors in the United
States. It is positioned in dll the mujor U.S. murkets with
offices locuted throughout the country serving over private
and public clients. Over the pust 88 yeurs, Grunite hus
eurned u natfionwide reputution us the preeminent builder
of uulity projects in u timely munner. Alwuys progressive,
Grunite hus developed into one of the ftop Desiyn-Build
contfractors ih the U.S. and has recently enhacted dn
Environmental Affairs Policy tfo tuke u leading role in the
construction industry in protecting the environment and
our hutural resources. Through our corporate Sustuinubility
Plun, we actively enguge in industry, und direct efforts atf
the locdl, state, und federdl levels to uadvocuate for adeqyuute
and sustuinuble public infrastructure funding to
muintuin and improve Americu’s transportation system.
Grunite is hationdlly recoynized for its expertise in the
muijority of construction sectors including tunnels, highwauys
and roudwuys, dums, bridyges, rdilrouds marine, dirports,
heuvy und light muss frunsit, und huave become
renowhed desigh-build and megu project constructors.
Granite leuds the market inh the designh-build furn-key
delivery of complex fust puced trunsportution projects.
Contact Robert Leonetti, at (914) 606.3612 or120 White Plains
Rd., Tamytown, NY 10591 www.granitecohnstruction.com

Global Via Infrastructure is o mdajor fransportation infrastruc-
fure promoter, developer und operutor with more than 41
projects world-wide. Consistently ranked one of the top five
compunies in the public-private parthership market, Globul
Viu hus the financial cupubility to accelerate delivery of pro-
jects, as well us the construction und operutionul expertise to

meet the highest stan-

dards for the life of a pro-

ject. We tduke pride in

working with locul con-

tractors, employing areu
businesses und individudls during operation and incorporaut-
ing community feedback to deliver the best possible public
service. Contuct Michael Lapolla ot (212) 618-6310 or
mlupollu@gylobulvia.com.
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-INTB

that best meets the unique demunds of its environment
und exceeds client expectutions. With client relationships
spunning decudes, we understund infrustructure life cycles
and huve the perspective to solve technicdl challenyes
with clarity and imagination. Using a highly colluborutive
dpprouch, we see und help uddress fur-reuching issues of
financing, legislation, design, construction, community out-
reuch und ohyoiny operutions. As employee-owhers com-
mitted to the highest levels of performance, we enuble
clients to uchieve their gouls und inspiring visions.
Contact Keith Rosbury at (972) 661-5614 or visit hntb.com.

Successful project finunce requires the

development und integration of mar-

keting, enhgineering and environmen-

tal strateyies into the overdll finuncidl

frumework. The Louis Berger Group,

Inc. hus u proven truck record und

un estublished pructice in dll three

areus und hus developed innovu-

five tools credting a seumless web

between the technicul und the financiul design of projects.
This has resulted in the successful finuncing und execution of
projects in the United Stutes, Europe und the World. With
offices in over 90 countries, the Group brings in-depth local
understanding and an uneyualed ubility to respond rapidly
fo clients’ heeds. Contact: Nicholas Masucci (973) 407-1000,
nmasucci@louisberger.com

For information about
how to list your firm in PWF’s
Public-Private Services Directory,
please contact William Reinhardt
at (908) 654-6572 or
fax (908) 654-6573

or email: pwfinance@aol.com

* AMERICAN WATER

With o proud frudition of service duting buck to
1886, American Water is the wdater solutions
provider. Through our subsidiuries, we serve
dpproximately 16 million people in 35 U.S. stutes
und two Cunudiun provinces. Our experience in
wauter und wustewdter services is extensive und
we dre dedicuted to dpplying our expertise to
solve our purthers’ wuter und wustewuter chual-
lenges. Our commitment to quulity is cleur:
We’'ve cohsistently scored umony the highest of
agll water compunies for complionce with stute
und federul drinking water standards as well us
wdustewdauter requirements.

Our services include:

e Public-privute purtherships customized to the
needs of your municipulity-

e Solutions for wuter-reluted finunciul, operu-
tionul und resource-reluted chullenyes-

e Innovutive water reuse systems for total wuter
cycle optimizution-

e LineSaver® Service Line Protection Proyram,
offering wuter line, sewer line and in-home
plumbing emerygency protection for homeown-
ers

Contact Mark Strauss at (856) 346-8200 or visit
www.amwdater.com

China Construction America (CCA) is o wholly-owhed subsidiary
of Chinu Stute Construction Engineering Corporation Limited, u
Fortune Globul 500 compuny publicly listed in China, with core
businesses in construction, redl estate und infrustructure devel-
opment. CCA hus undergone u lony process of success in local
construction und redl estute muarkets in Americu. CCA has uf
present more than $2.5b building und infrustructure work includ-
ing bridge und underground structures, and is looking for P3
opportunities. We have the financial capuability to accelerate
the delivery of infrustructure projects. Our teum haus the locdl
und international expertise for uny size project. We will continue
to work with locul authorities und professionuls to ensure achiev-
ing the highest possible standard for the projects. Contuct Jietai
Huang ut (201) 876- 2788 or huung_jietui@chinuconstruction.us
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abertis

abertis is un internutionul group that manuges infrastructures
for mobility and telecommunications in three business ureus:
> Tollrouds > Telecommunicutions infrastructures > Airports.
The yroup, with a presence in u totul of 15 countries, hus u
stuff of over 11,000 employees und pructicully 50% of its
income is yenerated outside Spuin. abertis 2010 key figures: >
Total net profit: 662 million Euros. > Operdational income: 4,106
million Euros. > Cush-flow: 1,616 million Euros. > Gross opera-
fional income (EBITDA): 2,494 million Euros. > Investments: 757
million Euros.

Contact: Studies und Corporate Communicutions Direction
(34) 93 230 50 39

Cintra pluys u leauding role in transport infrustructure development
throughout the world, with nearly 2,000 miles of munauged high-
wuays worldwide. This represents u total globdl investment in fruffic
conyestion improvements of more than US $25 billion. Cintra hus u
portfolio of 25 concessions in seven countries distributed umony
Spuin, Cunudu, United States, Portugdl, Ireland, Greece und Chile.
Cintra wus recently selected for two projects in Ddllus, the LBJ
Express aund North Tarrant Express. The Cintru-Ferrovial merger in
2009 creuted one of the world's largest private operators of frans-
portation infrastructure and a leading services provider. It currently
generates het revenues of more than $16 billion a year, has oper-
ations in 49 countries und dssets fotaling approximately $59 billion.
Ferrovidl's business model is focused on end-to-end infrustructure
maunugement, design, construction, financing, operation und
muintenance. To this end, the compuny is uctive in complemen-
tary sectors, such us dirport aund foll roud construction and operu-
fion, us well s services. Contact: Carlos Ugarte
(cuyurte@cintru.us.com) (612) 637-8545. More information:

www.cintru.es
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