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USER GUIDEBOOK ON IMPLEMENTING PUBLIC-PRIVATE PARTNERSHIPS FOR
TRANSPORTATION INFRASTRUCTURE PROJECTSIN THE UNITED STATES

PREFACE

Highway transportation agencies across the United States face fiscal challenges caused by the
growing gap between the costs of providing and preserving highway infrastructure and available
highway program funding. The inability of motor fuel taxesto provide adequate funds has
prompted transportation policymakers to consider alternative ways to develop needed
transportation projects. Public-private partnerships (PPPs) represent a wide variety of project
financing and delivery approaches which offer the potential to expedite projects and cost-
effectively operate and maintain the resulting facilities and services. By leveraging scarce public
funds for transportation facilities, PPPs can help transportation agencies “do more with less.”
The common element of a PPP isthat public sponsors of transportation projects engage the
private sector to agreater degree in the performance of certain functions previously handled by
the public sector. This can range from contract maintenance to life-cycle finance, development,
operations, and preservation.

The U.S. Department of Transportation and its surface transportation administrations are
encouraging their counterparts a the state and local government levelsto consider the use of PPP
approaches to accomplish more projects in their work programs. This document provides
guidance in the application of PPPs to transportation projects based on the experiences of
transportation agencies in the U.S. and other countries that have applied these delivery
approaches. The guidebook isaimed at both early practitioners of PPP projects as well asthose
agencies just beginning to consider the possibility of instituting PPP approaches for projects
currently stalled for lack of available resources.

The PPP User Guidebook describes the many participants, stages of development, and
ingtitutional factors associated with developing and implementing PPPs for transportation
infrastructure projects. It considersthe full life-cycle of transportation facilities, from
development to execution to performance reporting. It identifies and discusses statutory,
regulatory, financial, and institutional issues associated with implementing and managing PPP
projects. It suggests ageneral process for developing transportation PPP programs and projects
and strategies for addressing impediments and managing risks faced by public and private sector
partners during contract development and project implementation phases. It also provides
summary information on a sampling of prior or current PPP projects, including lessons learned
from these projects.

The PPP User Guidebook onis intended to assist sponsors and providers of transportation
projects take the necessary steps and precautions to promote successful delivery of PPP projects
while protecting the public interest, especially the ultimate users of the facilities so developed.

Two companion reports present descriptions of PPP programs and case studies of transportation
projects using PPPs. One report focuses on PPP projects in the U.S. while the other report
focuses on PPP programs and projects in other countries where PPPs have a longer history of
use. The report on international PPP programs and projects describes how PPP approaches
continue to evolve and be introduced in additional countries seeking to expand their
transportation networks to better participate in the growing globa economy.
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1. INTRODUCTION

The growing interest and experience in using public-private partnerships (PPPs) to expedite
transportation infrastructure projects in the United States has followed the efforts by
transportation agencies in other countries to address funding shortages to meet urgent
transportation expansion and replacement needs by engaging the private sector to a greater extent
than in the past. This document provides guidelines for transportation agencies in the U.S. on
ingtitutional issues and strategies for developing, implementing, and managing PPP contractual
arrangements to expedite transportation projects.

EXPERIENCE IN DEVELOPING AND IMPLEMENTING PPPs

Experience in various countries which have used PPPsto deliver transportation infrastructure
projects for many years shows that the structure and delivery methods selected are highly
dependent on a number of factors, including:

Enabling statutes and regulations and underlying taxation policies,

Capabilities of all members of the PPP to effectively execute their roles and
responsibilities in a transparent and accountable manner;

Contract flexibility and a proactive approach to identifying and resolving issues that arise
during project development and implementation phases;

Contract terms for developing and sharing revenues produced by the PPP project; and
Ability of financial marketsto deliver financing structured to suit each PPP project.

These issues vary from country to country and should be addressed on a project-by-project basis.
Particularly important are potential political risks where the local or national economy and/or
political environment are less stable.

As more states have begun to undertake PPPs, lessons are being learned about the opportunities
and challenges of PPP approaches and how impediments to implementing PPPs once thought to
be insurmountable can be addressed. Moreover, the U.S. is entering a new phase in surface
transportation investment, and PPPs are likely to be increasingly relied upon by state and local
governments to finance transportation infrastructure improvements. Understanding the PPP
landscape and the lessons learned from prior or current PPP projects are valuable for
transportation agencies considering or beginning to use PPP approaches to project delivery.

FOCUS OF GUIDEBOOK

The PPP Guidebook addresses the many participating groups, development phases, and
ingtitutional factors associated with transportation PPPs. It considers the full life-cycle of PPPs,
from development to execution to performance reporting. It discusses statutory, regulatory,
financial, and ingtitutional issues that should be addressed to successfully implement and manage
PPP projects. The guidebook suggests a general process for developing transportation project
PPPs and strategies for overcoming impediments and managing risks faced by public and private
sector partners during contract development and project implementation. The guidebook also
offers lessons learned during prior or current PPP projects and commentary on possible
developments that transportation project sponsors and providers may encounter as alternative
project delivery approaches become more prevalent, diversified, and sophisticated.
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In developing and implementing a PPP project, long-term and near-term issues should be
identified and solution strategies developed and applied. These include:

Long-range strategic decisions, such asregulatory structure or tolling strategy, that are
generally undertaken by high-level policymakers; and

Short-term tactical issues, such as maintenance schedules, reinvestment strategies, and
contract administration and enforcement, that are usually handled by staff analysts.

Planning for PPPs should give substantive weight to the perspectives of both public and private
sector partners, as well as project stakeholders and the general public. Thiswill help each
partner understand and accommodate the most important concerns of the other members of the
partnership so that an acceptable arrangement is produced that balances public and private
interests.

CONTENTS OF GUIDEBOOK

The contents of this PPP User Guidebook are intended to help practitioners and those
contemplating the use of PPPs better understand what is involved in their development,
implementation, and management. Thiswill assist sponsors and providers of PPP projects
identify and take the necessary steps and precautions to promote a successful project delivery
experience for all partiesto the partnership, including the ultimate users of the facilities so
developed.

This document is composed of individual sections that discuss different aspects of the
development, implementation, and management of PPPs for surface transportation projects
sponsored by public agenciesinthe U.S. These include the following sections:

Section 2 - Rationale for Alternative Project Delivery Approaches
Section 3 - Public-Private Partnership Approaches

Section 4 - Criteria for Determining PPPs Opportunities

Section 5 - Program Framework for Developing and Managing PPPs
Section 6 - Impediments and Risk Management for Transportation PPPs
Section 7 - Domestic and Global Use of Transportation PPPs

Section 8 - Lessons Learned from Transportation PPP Projects

Section 9 - Conclusions

These sections are followed by five appendices, listed below:
Appendix A - Sample PPP Project Results from the U.S. and Other Countries
Appendix B - Statutory Authority and Key Provisions for PPP Projects by State
Appendix C - Glossary of Terms
Appendix D - List of Acronyms
Appendix E - PPP References
Appendix F - PPP Web Site Links
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2. RATIONALE FOR ALTERNATIVE PROJECT DELIVERY APPROACHES

This section discusses the rationale for transportation agencies to consider developing and/or
financing needed surface transportation projects using alternative approaches that have the
potential to provide greater value than traditional approaches in the public interest. It begins by
listing the key issues driving public sponsors or these projects to consider public-private
partnerships as an alternative to the traditional approaches of design-bid-build project delivery
and “pay-as-you-go” financing. It also provides an assessment framework for augmenting the
traditional project development approach with a broader array of delivery and financing options.

ISSUES DRIVING INTEREST IN ALTERNATIVE PROJECT DELIVERY
APPROACHES

Capital budgets for surface transportation facilities have flattened or been reduced while the
needs for and costs of new facilities and rehabilitation of older infrastructure have grown well
beyond available funding. Increased taxation is politically unpopular, yet the public demands
continued improvements in the capacity, safety, and efficiency of its transportation facilities and
services. Theresult isan ever-widening gap between available funding and needs of the nation’s
surface transportation program.

These issues and their underlying causes, as listed in Exhibit 1, are driving the growing interest
by transportation agencies across the United Statesin alternative project delivery approaches and
innovative finance techniques.

Exhibit 1 — IssuesDriving Greater Interest in Alternative Project Delivery Approaches

Growing demand for U.S. transportation infrastructure
Favorable economic conditionsin U.S.
Lower long-term traffic and revenue risks
Relative safe haven for international investment — low political and economic risks

Heavily industrialized states in the northeast with extensive transportation facilities
they cannot afford to rehabilitate or replace

Expanding states in the south and southwest with rapidly growing populations and
expanding transportation capacity requirements
Widening funding gap between public revenues and surface transportation needs
isleading to critical fiscal conditions for the nation’s highway program
Declining growth in traditional revenues, especially motor fuel tax proceeds

Increasing costs of renewal, replacement, or expansion as material and right-of-way
costs escalate

Increasing use of the automobile and truck for mobility
Increasing levels of congestion on urban area roadways

Transportation PPP User Guidebook 3 Rationale for PPPs



Exhibit 1 - IssuesDriving Greater Interest in Alternative Project Delivery
Approaches - continued

Scar city of federal funding isforcing project sponsorsto seek alternative waysto
finance and deliver projects

State/local governments take on more program and funding responsibilities
State/local agencies lack resources and tools to efficiently address needs

Opportunity for increased transportation program revenues and cost-effectiveness
Access to capital markets
Creative capital financing
Expedited project delivery and lower inflationary project costs
Application of best practices
Access to new technology

Liquidity of existing tolled facilities provides quick returnsfor current officials
Address critical state and local budget issues
Address backlog of transportation reconstruction and expansion needs

Turn “paid for” assets into current sources of long-term program funding

The last driving issue listed above may turn out to be somewhat fleeting. The early examples of
leasing existing tollways to concessionaires who offered substantial up-front funds in return for
the proceeds of future escalating tolls have become increasingly controversial astheir terms
became better understood. Those deals in which windfall profits are likely to accrue to the
concessionaire due to embedded toll rate increases (e.g., Chicago Skyway and Indiana Toll
Road long-term concession leases) or where the up-front lease proceeds are used for non-
transportation purposes (e.g., Chicago Skyway concession lease) have raised several important
guestions regarding:

What is the value of these kinds of PPPs and how they are structured?

Do sponsoring agencies have trained and experienced staff resources to adequately value
long-term leased assets?

Are long-term concession leases structured to be in the public’s best interest, while also
satisfying private partner feasibility criteria?

These questions and uncertainties reflect the importance that both public and private partners
fully understanding the implications of PPP agreements and their relative allocation of
responsibilities, risks, and value capture when drafting the Request-For-Proposal and
negotiating the subsequent contract.
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The purpose of thisisto ensurethereis provision for the following results of the PPP
procurement process:

Equity for all partiesto the partnership;
Fulfillment of feasibility criteria for the public and private partners, respectively; and
Assurance that the public interest is best served by the project delivery approach selected.

When properly structured and executed, alternative project delivery approaches offer avariety of
potential advantages for cash-starved transportation infrastructure programs, including those
listed in Exhibit 2 below. These potential advantages will be more fully discussed in Section 3.

Exhibit 2 — Potential Advantages of PPPs Relative to Traditional Project Delivery

Morerapid development - of infrastructure assets and introduction of new technologies
under a PPP project arrangement.

Improved efficiency - in construction, operation, and maintenance of the infrastructure
arising from:

Innovations in service delivery;

Incentives in the PPP contract;

Better ingtitutional integration throughout the life-cycle of the facility; and

The potential for increased “value for money” relative to traditional approaches.

Accessto new private capital — including taxable equity and either taxable or tax-free
debt to supplement scarce public funds.

Higher quality and customer satisfaction - due to focus on performance-based
standards, enhanced quality control and assurance, and contractual accountability.

Public agencies able to focus on their strengths— including long-term service
planning and management, environmental clearance, permitting, right-of-way
acquisition, standards setting, and performance measurement and reporting - having
turned over part or all of financing and/or day-to-day operating responsibility to their
private partners.

Despite their potential advantages, public-private partnerships in transportation have been
relatively slow to develop in the United States, especially when compared to many other
countries, especially in Europe, Asia, and South America. The notable feature of aPPPisa
sharing of risks and rewards that accompany the project. This sharing of risk and reward is
foreign to most transportation agencies in the U.S., which are more accustomed to a strict
delineation of public and private sector roles and responsibilities. In addition, numerous legal
and ingtitutional impediments have slowed early efforts to implement PPP approaches, even on a
pilot basis.

In most cases, enabling legislation has been required to alow state or local transportation
agenciesto enter into PPPs for highway or transit infrastructure projects. New business
relationships are required, often with larger national or international firmsthat can handle the
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increased risk and responsibility of a PPP contract which is often much larger than typical
projects of the past. This, in turn generates competition and fairness concerns, both for
sponsoring agencies which seek to attract a sufficient number of bids for the contracts, and for
smaller contractors who may feel unable to compete in the new environment. In addition, the
scope and complexity of negotiations between the sponsoring agency and its contractors can
increase significantly, asthe allocation of risk, the acceptable rate of return, and the contract
incentives are carefully defined.

ASSESSMENT FRAMEWORK FOR CONSIDERING TRANSPORTATION PPPs

Exhibit 3 provides a framework for assessing the potential of atransportation project to be
delivered asa PPP. This framework includes both the contextual factors and various institutional
issues likely to be encountered in developing and implementing a PPP project.

Exhibit 3— Context and Potential I nstitutional I ssuesof Using PPPs

Restrictive Laws
Archaic Regulations
Traditional Finance Strategies
Inflexible Management Style
Organizational Stovepipes
Stakeholder Resistance
Bureaucratic Procedures
Lack of Competition

Institutional
Context

Culture -

Sources of
Funding

Project Type
and Scale

™~ Current

Potential
for PPPs

Nature - Level
of Private Sector
Involvement

Stages of Project
Development
Cycle

Among the items displayed in Exhibit 3, one of the most important factorsto consider and the
hardest to change is the underlying culture of the sponsoring organization - the set of values and
beliefs that guide how the organization functions and responds to change. Another key factor in
evaluating the potential of using a PPP approach is the legality of private sector involvement in
the project relative to funding, project delivery, asset management, risk management, and value
capture (whether through toll revenues or incremental taxes or fees on adjacent property whose
value isincreased due to the enhanced accessibility provided by the PPP project).
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Exhibit 4 illustrates the elements of the change process needed to improve institutional
willingnessto consider using alternative project deivery approaches by:

Enabling sponsoring agencies to gain insights from prior PPP effortsinto best practices
for addressing potential impediments to PPPs, listed below in the red box;

Allowing flexibility in how PPPs can be structured and managed to maximize potential
outcomes while protecting the public interest;

Providing a balanced assessment of alternative project delivery approaches and
traditional approaches; and

Developing an objective basis for determining if a PPP approach provides the potential
for greater benefits than the transitional project delivery approach.

The exhibit shows the importance of experience from successful PPP applications in the U.S. and
other countries to enhance the potential for alternative project delivery approachesto be
considered by project sponsors dealing with funding, congestion, and capacity issues.

Exhibit 4 — Change Process for Addressing Institutional | mpedimentsto PPPs

Institutional
Context

Sources of

Funding Project Type

and Scale

™ Current

Potential
for PPPs

Experience from
Domestic

Best Practice

Partnerships

Nature - Level
of Private Sector
Involvement

Stages of Project
Development
Cycle

1 !

§ Legislation and Statutes
§ Rules and Regulations
Commonality of § Innovative Finance Strategies

Issues across Change § Management Style
States and Strategies _ § Organization Transformation
§ Stakeholder Resilience

Regions
§ Process Improvement
§ Competitive Landscape

| | 1

Experience from
Enhanced International
Potential Best Practice
for PPPs Partnerships
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FEDERAL TRANSPORTATION AGENCY LEADERSHIP SUPPORT FOR PPPs

There is strong support from US DOT leadership for the use of PPPsto expand the size and cost-
effectiveness of the surface transportation program, and to leverage scarce public resources. The
commitment of the federal transportation agencies to PPPs has been stated and restated by
various senior members of U.S. DOT over the past five years. The following quotes demonstrate
this continuing emphasis on PPPs as an important component of addressing the fiscal needs of
the nation’s surface transportation program.

In 2003, then FHWA Administrator Mary Peters (now Secretary of Transportation for the U.S.

Department of Transportation) made the following comments that reflected the views of the
Adminigration and U.S. DOT about PPPs for transportation infrastructure projects:

“l want to be clear about where the Bush Administration stands, where US
DOT and Secretary Mineta stand, and where FHWA stands. We are for public-
private partnerships. We support them. We want to make them easier, much
easier to do.... Despite notable successes...public private partnerships are still
viewed by many in transportation as unique and fraught with legal, financial,
and administrative hurdles. Abundant experience in the use of PPPsin other
areas, and the growing experience in transportation illustrate that these hurdles
can be overcome. We can lower costs and speed project completion. In atime
of funding shortages at all levels of government, it is particularly important that
we look to opportunities for the private sector to participate in funding
transportation infrastructure improvements. ™

Later in 2004, former FHWA Administrator Mary Peters further reiterated:

“In a time of funding shortages at all levels of government, it is particularly
important that we allow -- unleash -- the private sector to participate in all
elements of infrastructure improvements. We know public-private partnerships
work. We can lower costs and speed project completion.

The time has cometo let the free market and public-private partnerships deliver
the innovation, cost savings, and quality they have brought to every other
industry.”

! Federal Highway Administrator Mary Peters address at: “Partnerships for Transportation and Real Estate: A Union Station
Anniversary”, Washington, D.C., September 24, 2003.

2 Statements delivered by Federal Highway Administrator Mary Peters at the Partnerships in Transportation Workshop, Orlando, FL
- October 6, 2004.
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In his farewell address before the U.S. Chamber of Commerce on July 6, 2006, former
Transportation Secretary Norman Y. Mineta noted:

“We need ‘a cultural change’ to move from a government-monopoly model for
transportation infrastructure toward acceptance of the private sector and
market forces.”

The inefficiencies and funding shortages in the country’s transportation program underlie the
current emphasis on the use of PPPs by federal transportation agency leaders at the US DOT,
FHWA, and FTA. Other reasons include the opportunity to expedite badly needed transportation
projects through the application of innovative project funding and financing, more cost-effective
project development and delivery approaches based on best practices, and quicker introduction
of enabling new technology, as noted earlier.

KEY QUESTIONS TO GUIDE CONSIDERATION OF PPPs

Given the impetus for considering PPPs, there are five related questions that should be addressed
by project sponsors and prospective private partners before proceeding beyond merely
considering PPPs as a delivery option:

1. What legal, political, and institutional framework would enable a state or local
gover nment to undertake a PPP program for surface transportation projects?

2. Can or should an individual project be undertaken asa PPP?
3. What kind of PPP approach best suitsa project or set of projects?

Does the PPP approach offer greater potential public benefits than traditional
project delivery approaches?

5. Doesthe PPP approach provide a reasonable balance between public and private
responsibilities, risks, and rewards?

6. Isthe PPP approach in the public’s overall best interest while meeting private
feasibility requirements?

The remaining sections of this document provide insights to help project sponsors and their
prospective private partners answer these questions before deciding whether to commit to a
particular PPP approach or contract agreement.

% Statement of Former Secretary Norman Y. Mineta in his farewell address before the Chamber of Commerce on July 6, 2006.
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3. PUBLIC-PRIVATE PARTNERSHIP APPROACHES

This section defines the fundamental meaning of a public-private partnership and the many types
of project partnership approaches that have been developed and applied to deliver transportation
infrastructure. The section also describes the potential benefits public-private partnerships can
provide to both public agency sponsors and private providers when the most appropriate
approach is used that offers clear advantages relative to more traditional approaches.

BACKGROUND

The concept of public sector agencies and private sector firms working together in a partnership
arrangement is not a new concept. For centuries thisis how major infrastructure facilities such
as roads, agueducts, canals, and cathedrals were built. It wasonly in the early part of the last
century that the advent of functional specialization, engineering sophistication, and efforts to
prevent corrupt procurement practices did a virtual “steel wall” arise between public agencies
which sponsored and often developed and maintained transportation infrastructure and private
firms whose roles were limited to specialized services such as engineering design and
construction. The result was the creation of the design-bid-build process of project development,
in which design plans are produced prior to and independent of project construction.

This bifurcated process limited private sector involvement to these two primary roles which were
kept contractually separate to avoid collusion and fraudulent claims. However, it also eliminated
the opportunity for synergy between these two interrelated functions of design and construction.
This often resulted in delayed design plans being rushed to meet inflexible construction bid
letting schedules, leading to greater opportunities for errors and omissions frequently caused by
site conditions not being adequately investigated prior to completing the plans. This left the
contractor to discover and address these problems during the construction phase of the project,
often delaying the project and driving up its cos.

The lack of trust by transportation agenciesin the design and construction firms hired to execute
these interrelated functions produced an inefficient project development approach that continued
as long as transportation agencies had ample financial and staff resourcesto pay for these
inefficiencies. However, asthe growth in transportation infrastructure needs began to outpace
the growth in transportation program resources, public agencies began to consider alternative
project delivery approaches that involved private firms as project partnersto help narrow the gap
between transportation needs and public resources. This led to the development (or rediscovery)
of various public-private partnering approaches involving different combinations of
responsibilities and risk-taking for private and public partners working in collaboration.

DEFINITION OF PUBLIC-PRIVATE PARTNERSHIPS

In the 1990s and early 2000s, the looming fiscal crisisin the nation’s surface transportation
program resulted in statutory and regulatory changes that gave transportation agencies greater
flexibility to involve the private sector to a greater extent in the delivery of transportation
infrastructure. Thisresulted in various pilot and demonstration programs at the federal and state
levels to enable selected transportation agencies to apply alternative approachesto project
delivery and financing. These experiments and applications were described in the United State
Department of Transportation’s Report to Congress on Public-Private Partnerships, produced in
2004 by the Federal Highway Administration (FHWA).
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In this seminal report, the FHWA defined PPPs as follows:

“A public-private partnership is a contractual agreement formed between public
and private sector partners, which allow more private sector participation than
istraditional. The agreements usually involve a government agency
contracting with a private company to renovate, construct, operate, maintain,
and/or manage a facility or syssem. While the public sector usually retains
ownership in the facility or system, the private party will be given additional
decision rightsin determining how the project or task will be completed.”

PPPs are not the same as privatization in that both public sponsors and private providers function
as partners throughout project development and delivery, and in certain instances operations and
maintenance. PPPs enable public agencies which are responsible for surface transportation
infrastructure to involve private firms to a greater extent than is traditional, performing various
functions the private sector is better able to accomplish while retaining those functions the public
sector is best at performing.

PUBLIC-PRIVATE PARTNERSHIP APPROACHES

Exhibit 5 summarizes the major phases that comprise the delivery of infrastructure projects.
These phases form the building blocks for alternative project delivery approaches whereby the
public and private sector take responsibility to certain aspects of each phase.

Exhibit 5—-Major Phasesof Infrastructure Project Development and Delivery

Greenfield Life-Cycle Asset Development/Preservation Long-Term Concession Development/Lease Program Management

i ) i
1 | |
| | |
Pre-Planning ’ . . Operations & Upkeep &
Finan Design nstruction| ! I ; I
& Acquisition “:> ance II:> esig II:> Constructio ,“:>| Maintenance II:> Improvements |
| | |
1 | |

Consultants Design-Build Construction Manager at Risk Brownfield Asset Management
D-B-O-M
Capital Design-Build-Operate-Maintain Long-Term
Projects Maintenance
D-B-F-O BOT/BTO BOO/BOOT Contracts

Design-Build-Finance-Operate  Build-Operate-Transfer/Build-Transfer-Operate
Build -Own-Operate/Build-Own-Operate-Transfer

Source: Adapted from Pekka Pakkala. Innovative Project Delivery Methods for Infrastructure — An
International Perspective. Finnish Road Enterprise, Helsinki, 2002, p.32.

The primary combinations are discussed below, although several of the PPP approaches
described are not yet in use in the United States. The first combination describes the traditional
approach to delivering surface transportation projects used in the United States during the past
century. Itisincluded in this section for the purposes of comparison and completeness, though it
is not considered an alternative project delivery approach or PPP.

4 Report to Congress on Public-Private Partnerships. U.S. DOT, Federal Highway Administration, December 2004.
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Design-Bid-Build (DBB)

Thisisthe traditional form of project delivery where the design and construction of the facility
are awarded separately and sequentially to private sector engineering and construction firms. As
aresult, the DBB process isdivided into atwo-step delivery process involving separate phases
for design and construction. Under a DBB contract, the project sponsor, not the construction
contractor, is solely responsible for the financing, operation, and maintenance of the facility and
assumes all design risks. The DBB selection process is based on negotiated terms with the most
qualified firm for the design phase while the award of the construction contract istypically based
on the lowest responsible bid price.

Most of the nation’s highways have been delivered viathe DBB delivery approach, especially
since the Interstate Highway System program was launched in 1956. As the country’s highway
system evolved during the past fifty years, thetraditional DBB project delivery approach became
more inefficient dueto the tendency for project sponsors to rush design plans to meet pre-
determined bid letting schedules for construction contracts to be awarded. This promoted the
introduction of design errors or omissions which were then passed along to the winning low-bid
contractor, leading to subsequent change orders and extra work ordersto deal with design
problems and unfavorable site conditions. Asa result, the low-bidder could often recoup
discounts offered in the original bid price to win the contract by seeking additional funding to
pay for design problems through change orders and extrawork orders. By the end of the
contract, thetotal contract cost often exceeded the original high-bid price.

To address the inflexibility and other shortcomings of the traditional DBB project delivery
approach, anumber of alternative project delivery approaches have evolved over the past two
decades. These alternative approaches assigned ever-increasing roles, responsibilities, and risks
to private sector teams able to develop and possibly finance the project. This has helped to
expedite project delivery and lower project costs through the use of best practices and avoiding
the effects of inflation on the cost of project materials. These alternative project delivery
approaches are part of the group of contractual relationships referred to as public-private
partnerships (PPPs).

Exhibit 6 displays the spectrum of PPP approaches that share the same basic characteristic,
namely: greater private sector involvement and risk-taking in the development, financing,
and/or operation of trangportation infrastructure than hastraditionally been the case. As
illustrated in Exhibit 6, PPP approaches range from staff augmentation or maintenance contracts
which involve limited private sector responsibilities, to long-term lease agreements or
concessions which involve maximum private sector responsibilities short of outright sale to the
private sector. Since PPP approaches often involve greater private sector responsibilities and
risks, the resulting contract agreements often include the opportunity for greater value capture by
the private partner.

It should be pointed out that the greatest potential involvement by the private sector involves the
acquisition of the public-use transportation asset by a private partner or team, shown at the top of
Exhibit 6. Inthe United States, asset sales or Build-Own-Operate (BOO) contracts are perceived
as not in the public interest. That is because once the public sector transfers ownership of a
public-use transportation asset to the private sector, it loses control over how the asset is
preserved or priced to the user. Thisraises significant policy questions for elected and appointed
officials that should be addressed in evaluating what form of PPP is best to use to advance a
particular project.
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Exhibit 6 — Major Types of Public-Private Partner ships

High
Asset Sale

Full Service Long-Term Concession or Lease
Multimodal Agreement (Public-Public Partnership)
Joint Development Agreement (JDA - pre-development)
Transit-Oriented Development (TOD - post-development)
Build-Own-Operate (BOO) N
Build-Own-Operate-Transfer (BOOT)
Build-Transfer-Operate (BTO)
Build-Operate-Transfer (BOT)

. . . Project
Design-Build-Finance-Operate (DBFO) >, _

. Delivery
Design-Build-Operate-Maintain (DBOM)
Design-Build with Warranty (DB-W)
Design-Build (DB)
Construction Manager at Risk (CM@Risk) Y,

Alternative

Approaches

Contract Maintenance

Degree of Private Sector Responsibility and Risk

Fee-Based Contract Services

Low

Each of these PPP approaches and their potential benefits are described below in order of
increasing private sector responsibility, risk-taking, and potential for reward.

Private Contract Fee Services/M aintenance Contract

These are contracts between public agencies and the private sector for servicesthat are typically
performed in-house, such as planning and environmental studies, program and financial
management, and/or operations and maintenance. These contracts are generally awarded on a
competitive bid process to the contractor offering the best price and qualifications. The potential
benefits of private contract fee services include reduced work load for agency staff, potential for
reduced costs, and opportunities to apply innovative technologies, efficiencies, and private sector
expertise.
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Construction M anager at Risk (CM @R)

CM@Risk utilizes a separate contract for a construction manager (CM). The CM begins work
on the project during the design phase to provide constructability, pricing, and sequencing
analysis of the design. The project sponsor generally holds a separate contract with the design
team through these initial phases of the CM contract. The CM becomes the DB contractor when
a guaranteed maximum price is agreed upon by the project sponsor and CM. The potential
benefits of CM @RISK delivery include the continued advancement of the project during price
negotiations and the potential for more optimal teaming because the CM can negotiate will all
firms, rather than having to select from a limited number under DB delivery.

Design-Build (DB)

Unlike DBB, where project design and construction functions are procured sequentially, DB
(sometimes called Design-Construct) combines the design and construction phases into one,
fixed-fee contract. Under a DB contract, the design-builder, not the project sponsor, assumes the
risk that the drawings and specifications are free from error. While the design and construction
phases are performed under one contract, the design-builder may be one company or ateam of
companies working together. The potential benefits of DB delivery compared to traditional DBB
delivery include time savings, cost savings, risk sharing, and quality improvement.

Design-Build with a Warranty

Under the DB with a warranty approach, the design-builder guarantees to meet material,
workmanship, and/or performance measures for a specified period after the project has been
delivered. Thewarrantiestypically last fiveto 20 years. The potential benefits of the DB with a
warranty approach include the assigning of additional risk to the design-builder and reducing the
project sponsor’s need for inspections and testing during project delivery.

Design-Build-Operate-M aintain (DBOM)

Under a design-build-operate-maintain delivery approach, the selected contractor isresponsible
for the design, construction, operation, and maintenance of the facility for a specified time. The
contractor must meet all agreed upon performance standards relating to physical condition,
capacity, congestion, and/or ride quality. The potential benefits of the DBOM approach arethe
increased incentives for the delivery of a higher quality plan and project because the design-
builder isresponsible for the performance of the facility for a specified period of time after
construction is compl eted.

Design-Build-Finance (DBF) or Design-Build-Finance-Operate (DBFO)

These approaches are variations of DB and DBOM, respectively, except that the DB or DBOM
team provides some or all of the project financing. The potential benefits of the DBF or DBFO
approaches are the same as those under the DB and DBOM approaches and aso include the
transfer of the financial risks to the design-builder during the contract period. While the project
sponsor retains ownership of the facility, the DBF and DBFO approaches attract private
financing for the project that can be repaid with revenues generated during the facility’s
operation.
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Build-Operate-Transfer (BOT) or Build-Transfer-Operate (BTO)

BOT issimilar to the DBFO approach whereby the contract team is responsible for the design,
construction, and operation of the facility for a specified time, after which the ownership and
operation of the project isreturned to the project sponsor. Under the BTO approach, the project
sponsor retains ownership of the facility aswell as the operating revenue risk and any surplus
operating revenues. The potential benefits of using the BOT or BTO approaches are smilar to
the benefits associated with using a DBOM contract: increased incentives for the delivery of a
higher quality plan and project because the contractor is responsible for the operation of the
facility for a specified time period after construction.

Build-Own-Operate (BOO)

Under the BOO project delivery approach, the design, construction, operation, and maintenance
of afacility isthe responsibility of the contractor. Under the similar Build-Own-Operate-
Transfer (BOOT) approach, asset transfer occurs after a specified operating period when the
private provider transfers ownership to a public agency. The major difference between BOO and
DBOM, DBFO, BOT, and BOOT approaches is that ownership of the facility remains with the
private contractor in the case of the BOO approach. Asareault, the potential benefits associated
with a BOO approach arethat the contractor is assigned all operating revenue risk and any
surplus revenues for the life of the facility.

Transit-Oriented Development (TOD)

TOD isaspecia form of joint development which involves pedestrian-friendly, higher-density
residential, commercial, and/or retail development near transit facilities. TODs may involve a
partnership of private developers with local governments, development agencies, and transit
agenciesto enhance the land use surrounding atransit facility. Witha TOD, the private
developer istypically responsible for the financing and risks associated with constructing the
development on publicly owned land. The potential benefits of TODs include revenue
enhancement for the sponsoring agency from lease payments, ridership increases, capital or
operating contributions, or one-time fees; increased economic development, higher land values,
and increased rental income; increased property and sales tax revenues; and reduced congestion
and sprawl.

Joint Development Agreements (JDA)

Joint development involves transit agencies working directly with private developers in planning
and executing a specific project involving the development on, above, or adjacent to land owned
by atransit agency for a negotiated payment by the developer. Developer payments may include
an annual ground or air-rights lease payment for a specified period of time aswell asthe
construction cost of transit-related facilities, such as portals to transit facilities, parking facilities,
and station facility improvements. Other potential benefits of joint development PPPs include
enhanced agency revenues from operations cost sharing, station connection fees, equity sharing
or exchange, and negotiated private contributions.

Multimodal Partnerships

These arrangements provide opportunities to combine the development, financing, and/or
operation of facilities that serve more than one transportation mode, including highway, transit,
rail, and airports. Multimodal partnership projects do not have to be PPPs. However, the
opportunities for private sector involvement in multimodal partnerships are an area of potential
growth for transit-related PPPs, particularly when toll roads and airports are involved due to the
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ability to leveragetoll revenues and airport passenger facility charges for transportation
investments.

Long-Term L ease Agreements/Concessions

Long-term lease agreements involve the lease of publicly financed facilities to a private sector
concessionaire for a specified time period. Under the lease, the private sector concessionaire
agrees to pay an upfront fee to the public agency in order to obtain the rights to collect the
revenue generated by the facility for a defined period of time (usually from 25 to 99 years). In
addition to the concession fee, the concessionaire agrees to operate and maintain the facility,
which may include capital improvements in some instances. The potential benefits of long-term
lease agreements include transferring responsibility for increases in user feesto the private
sector; generating large up-front revenues for the public agency; transferring most project,
financial, operational and other risks to the private concessionaire; and gaining private sector
efficiencies in operations and maintenance activities.

OTHER TYPES OF PPP APPROACHES FOCUSED ON PROJECT FUNDING

The number and variety of PPP approaches is constantly evolving to meet the needs of project
sponsors and the circumstances associated with specific projects, such as size, complexity,
funding sources, and financing needs. Some of the recent attributes of change in PPP
arrangements include the following:

Level of participation by the sponsoring agency or government in the value capture
associated with the project funding source (such as proceeds from tolls or other forms of
direct user fees);

Length of the contract;

Substitution of availability payments or shadow tollsin lieu of direct user charges,;
Extent of private sector surety requirements; and

Mixture of greenfield and takeover projects.

More variations are expected, particularly as political issues are being raised concerning the
takeover of existing toll roads for short-term budget relief and the extent of foreign involvement
in PPP contracts as concessionaires or financiers.

A number of related public-private funding arrangements are being used to augment project
revenues by tapping the value capture associated with economic development in the vicinity of
the proposed or current transportation facility. These innovative funding and financing
approachestypically involve private entities which directly benefit from enhanced transportation
accessibility. Severa of these PPP funding/financing approaches are described below.

Business | mprovement Districts (BID)

Business improvement districts assess properties located within a defined geographic area to
finance avariety of enhanced services in the area including security, maintenance, marketing,
economic development, parking, transportation, and special events. In some cities, BIDs have
contributed to the financing of new or expanded transportation services in order to enhance the
economic activity and growth in the district. The potential benefits of including BIDs in
transportation infrastructure projects include providing access to property tax assessment
revenues, increasing revenue diversification, creating partnerships with businesses and property

Transportation PPP User Guidebook 16 PPP Approaches



ownerswithin the district, and coordinating transportation services with other services provided
inthe BID.

Tax Increment Financing (TIF)

Tax Increment Financing is atool used by municipalitiesto help finance the redevelopment of
areas within acommunity through increased property taxes from the enhanced value of property
(both developed and undeveloped) resulting from the implementation of infrastructure and
service improvements. TIFs use future increases in property tax revenues to finance current
infrastructure investments (such as highway, transit, and other transportation facilities). A TIF
directly relates infrastructure investments to increases in the value of existing property within the
district. A TIF can also encourage new development to further expand the tax base. Project debt
service isrepaid through increased property tax revenues, provided the development
materializes. The primary benefits of TIFs for transportation infrastructure funding include
providing access to capital financing markets through a dedicated revenue stream for debt
repayment and growing public tax revenues without increasing tax rates.

Appendix A provides illustrations of a representative sample of the various types of
transportation PPP projects undertaken in the U.S. and around the world, including highways,
bridges, tunnels, and transit rail lines. These projects are mostly large in scale and required
significant contract administration skills by the public sponsoring agency and technological
capabilities by experienced project delivery teams.

POTENTIAL BENEFITS OF PPPs FOR TRANSPORTATION PROJECTS

While each transportation project is unigue in various ways, the use of PPPs to deliver
transportation projects can offer a number of advantagesto the sponsoring agency. The key
advantage of PPPs for transportation projects is the ability to harness additional financial
resources and operating efficiencies from the private sector to expedite development and
preservation of public use infrastructure. This can produce the benefits listed in Exhibit 7 on the
following page.

In considering the potential application of PPP approaches to public transportation, the primary
opportunities come from joint development, transit-oriented development, and multimodal
project development (also called a public-public-private partnership). Exhibit 8 lists potential
primary and secondary benefits of transit-oriented development for public sector and private
sector partners, respectively.

Realizing the benefits of partnering with the private sector requires a project of relative urgency,
lack of adequate public resources to complete the project in a reasonable timeframe, and public
sponsor ability to develop and administer a flexible PPP contract agreement which represents a
win-win situation for both public and private partners. It is unrealistic to expect the potential
advantages resulting from a PPP to automatically turn an infeasible project into afeasible
project. It isalso unrealistic to expect the private sector to be attracted by projects that do not
have the potential to provide areasonable rate of return on their investment in the project.
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Exhibit 7 — Potential Benefits of PPPs for Surface Transportation Projects
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Exhibit 8 — Public and Private Sector Benefits of Transit-Oriented Development

Public Sector — Primary Benefits Private Sector - Primary Benefits

Increases in ridership - Higher land values

Potential for lease payments or other - Higher rents on commercial or

revenues residential development near transit
facilities

Potential for dedicated tax revenue - Shared costs for building foundations

Revitalized neighborhoods - Reduced requirements for parking
spaces

Smart-growth development - More affordable housing opportunities

Public Sector — Secondary Benefits Private Sector — Secondary Benefits

Reduced traffic congestion - Increased retail sales

Increased property and sales tax - Increased access to labor

revenues

Reduced sprawl through smart growth - Reduced parking costs

Reduced expenses for roads and other - Increased productivity of employees
infrastructure not delayed by traffic congestion
Reduced crime and increased safety in - Increased physical activity in vicinity
vicinity of transit facility of development near transit facilities

Source: Expanded from Robert Cervero, TCRP Report 102: Transit-Oriented Development in
the United States, TRB, 2004, pp.120-131.
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4. CRITERIA TO DETERMINE PPP OPPORTUNITIES

Whether a surface transportation project is suitable for delivery as a PPP depends on a number of
factorsthat relate to the legal and institutional environment within which the project will be
developed and the specific attributes of the project itself. Asa partnership between public
sponsors and private providers, certain criteriaare used by both public and private sector
members of the PPP while some are applicable to one or the other partner. This section
discusses the criteria public and private partners deem essential for entering into a PPP and for
determining whether the partnership is successful.

PROJECT SUITABILITY CRITERIA FOR PPP PROJECT DELIVERY

Experience from numerous transportation projects executed as PPPs suggest a number of criteria
that both public and private partners deem critical to assessing the suitability of a project for
development using a PPP approach and the likelihood of success for the PPP. The criteria listed
in Exhibit 9 below should be used from the beginning of the project planning process to
determine whether a project is suitable for a PPP and the kind of contract and project delivery
arrangements would be most appropriate to the project.

Exhibit 9 — Key Criteriafor Defining Projects as Candidates for Pursuit as a PPP

L egal authority and stakeholder desire — to use various PPP approaches
Demonstrated transportation need — congestion, safety, pollution, travel reliability
Sponsoring agency lacking resources — to fund or deliver the project on its own

Strong commitment by key stakeholders— political leaders (project champion),
public agency officials, facility users, and the general public

L arge and complicated project — warranting substantial private participation and
assumption of project risks— generally over $500 million in construction costs

Adequate funding potential — tolls, availability payments, joint development, ROW
Strong partner relationships — competence and trust among members of the PPP
Level playing field for bidding teams— unbiased procurement process

Exhibit 10 shows the four key prerequisites for undertaking projects using a PPP approach
and the relative priority of each prerequisite. All four categories are important to the decision
process, but ingtitutional support requires legal authority, which requires on-going political
support, which will only remain as long as there is support from the public and private
stakeholdersto the project. Key stakeholder groups include the general public, facility users,
economic development interests, shippers, transit and environmental advocates, and the
business community.

Public sponsoring agencies have their own requirements and priorities for determining
whether to pursue a project through a PPP that include those in Exhibit 10 but extend to other
factors. The same istrue for private project delivery firms, as shown in Exhibits 11 and 12.
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Exhibit 10— Key Prerequisitesfor Undertaking PPP Procurements

Public / Market
Support

||Q

Political
Champions

||$

Legal
Authority

||A

Institutional
Cooperation

Critical transportation
needs unmet due to
shortage of available public
resources

Availability of one or more

elected leaders to
champion the project
using PPP approaches
and maintain support to
help overcome obstacles
as they develop during
project development

State constitutional authority
to use PPP approaches for
transportation projects and
the ability to gain public or

legislative support to enact a
constitutional amendment if

constitutional language would

otherwise prevent or restrict

the use of PPP approaches to

expedite delivery of needed

transportation infrastructure
and services

Cooperation of public
agency sponsors of surface
transportation projects and
their capability to manage
the PPP procurement and

contract administration

functions involving highly
sophisticated project
delivery teams

Public understanding of
how surface transportation
projects are funded and the
precarious nature of the
current funding situation

Strong public support to
encourage elected
officials to support and
champion PPP projects
throughout development
and delivery

State legislative authority to
use PPP approaches for
surface transportation
projects

Capability of public agency
sponsors of surface
transportation projects to
effectively manage the
procurement and contract
administration functions for
PPP projects involving
highly sophisticated private
finance and delivery teams

Public understanding of the
tradeoffs between
expediting needed

transportation projects by
applying PPP approaches
or using traditional project
funding and delivery
approaches

Extent to which proposed
PPP approaches for a
project provide shared
value capture by both

public and private
partners

Local legal authority to apply
various PPP approaches to
local transportation initiatives,
including both highway and
transit projects

Presence of a competitive
private sector market to
provide required services
under various PPP
approaches

Public support for PPP
approaches and the
funding sources needed to
support these approaches,
such as tolling and variable
user pricing

Degree to which private
provider teams in a
project PPP are
dominated by foreign-
based companies versus
domestic-based
companies

Ability of state laws to provide
adequate confidentiality of
private partner proposals
while retaining transparency
in procurement process

Degree to which project
sponsor agencies feel
threatened or enabled by
partnering with private
providers of finance,
development, O&M, and/or
preservation functions

Support from key user
groups that may feel their
competitive positions
threatened by the
introduction of PPP delivery
and user pricing
approaches to fund the
project and manage
demand to avoid
congestion on the facility,
including truckers, shippers,

and logistics firms

Perception of PPPs as a
tool of one political
ideology versus another,
of innovation versus
tradition, or risk sharing
versus risk transfer and
the relative strength of
the prevailing view

Breadth and flexibility of state
and local laws to provide
discretion by project sponsors
regarding the use of PPP
approaches and the terms of
PPP agreements

Cooperation of traditional
program institutions that
may feel their competitive
positions threatened by the
introduction of PPP delivery
approaches to finance and
deliver projects

* Order of columns defines prioirty and prerequisites for successful PPP procurements indicated by arrows between column headings.
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Exhibits 11 and 12 provide separate lists of criteria applicable to prospective public and
private members of a PPP arrangement, respectively. These criteriaare generally used by
each prospective partner to evaluate PPP opportunities for proposed projects.

Exhibit 11 — Public Sector PPP Project Selection Criteria

- Enabling legidlation in place

- Urgent transportation need

- Political and institutional support

- Lack of internal resources, staff/financial, to deliver project in atimely manner

- Leverage public resources and transfer cost/schedule risksto the private sector

- Expedite schedule through accessto capital marketsand innovative project delivery
- Transfer cost, schedule, and quality risksto capable private partner

- Increased cost-effectiveness through best practices and accessto new technology

- Competitive market environment based on firmswith proven experience

- Capability to manage transparent procurement/contract administration processes
- Public accountability through monitoring of contract performance ssandards

Exhibit 12 — Private Sector PPP Project Selection Criteria

Enabling legislation in place

Pressing transportation need

Reasonable development timeframe

Financially feasible (adequate funds to satisfy required rate of return on investment)
M anageable risks consistent with responsibilitiesand rewards as reflected in contract
Supportive political climate

Defined procurement path providing equal opportunity to all interested parties
Comprehensive market evaluation to assure reasonable traffic & revenuerisks
Commitment to public sector sponsor ship of environmental clearance and per mitting
Commitment by public sector acquisition of necessary rights-of-way

Partnership philosophy demonstrated by project sponsor in flexible contract terms

Opportunity to apply innovative approaches to reduce project costs and risks

In reviewing both public sector and private sector selection criteria contained in Exhibits 11 and
12, there is consistency in some areas while each side clearly has its own set of priorities. It is
important for both sides to understand each other’s priorities in evaluating projects as candidates
for PPPs and determining whether to pursue them through some kind of partnering arrangement.
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Exhibit 13 summarizes criteria used by prospective sponsoring agencies to determine if a project
is suitable for delivery as a PPP project, such as project scale and level of public need. If the
result is affirmative, the next set of decision factors help determine which type of project
delivery and/or financing approach to pursue, including the development stage of the project, its
risk profile, and the potential for funding from traditional and/or alternative sources.

Exhibit 13 — Project-Based Criteriafor Selecting PPP Approaches

Threshold Criteria for Considering PPPs

Decision Factors for Selecting PPP Approach

Project Scale

Public Demand

Project Stage and Risk

Profile

Project Revenue and
Funding Potential

Project size in terms of
cost and financing
requirements - the higher
the cost the more likely
the private sector will be
needed to bridge the
financing gap

Urgency of project to
satisfy transportation
mobility need

development and life-cycle

maximize potential for cost

Preliminary concept
planning favors joint

PPP approaches that

minimization and value
capture maximization

Scarce public funding
sources to meet
transportation program
budgets are enhanced by
pooling multiple modal
program resources

Project design and
construction complexity -
the more complex the
design and the more
sophisticated the
financing the greater the
potential role of private
partners

Significant transportation-|
related economic
development potential

obtaining most permits, and

Public sector takes
responsibility for
environmental clearance,

most right-of-way
acquisition, including
advanced acquisition

project to secure adequate

PPPs enhance ability of

financing and funding to
support the project's
developmental based on
user pricing and/or
economic development
value capture

Project functional scope
(whether financing
and/or O&M are
included) - the broader
the more likely private
partners can leverage
public resources to meet

the needs

Broad public support for
PPP approach to project
delivery, financing, and
funding approaches used]

Design is at less than 30%

to optimize best practice
input by PPP team

Legal authority must exist to
permit sponsoring agency to
engage in PPPs that include

use of private capital
financing

Capability of sponsoring
public agency not
adequate to deliver
project by Itself in a
timely manner

Broad and sustaining
political support for PPP
approaches to leverage
scarce public funds and
expedite project delivery

contract or brownfield long-

Post-construction
responsibility for O&M and
preservation transfers
significant project
performance risk to the
PPP team though O&M

term concession lease

through a PPP arrangement

Projects with high initial
costs and long-range
revenue potential require
alternative financial
approaches which can be
more readily obtained

Low risk tolerance of
sponsoring public
agency for large,
complex projects

Presence of project in
state or local
transportation

improvement plans
(STIPs or TIPs)

approach will be considered

The greater the risks of the
project and the public
sponsor's aversion to risk
the more likely that a PPP

Projects that lack financial
feasibility will not attract
private sector interest -

therefore sponsoring
agencies should not limit

PPPs to the least feasible

projects
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AGENCY READINESS FOR PPPs

The readiness of state and local transportation agencies to use PPP approaches to transportation
project delivery can be inferred by several factors, including having the legal authority to use
PPPs, institutional willingnessto use design-build project delivery, and participation in various
direct user charge initiatives under the FHWA’s Value Pricing Pilot Program (VPPP). These
factors are important indicators of PPP potential, especially for private provider teams that want
assurance that the legal and institutional framework exists to enable the use of PPPs for
transportation projects. States where several or all of these factors currently exist are the most
likely to consider PPPs to develop needed transportation projects.

The following three exhibits show the states with legal authority to use PPPs for transportation
projects, have the authority to use design-build project delivery, and have value pricing projects
either operating or planned under FHWA’s VPPP. Exhibit 14 shows the 21 states and Puerto
Rico with current PPP legislation for transportation projects, plus three additional stateswith
pending legidlation. A number of other states are also considering possible legidative action to
allow the use of PPPs for transportation projects, including New Y ork, New Jersey, and Hawaii.

Exhibit 14 — Stateswith Legal Authority to Use PPPsfor Transportation Projects

- States with PPP legislation*

m States with PPP legislation pending

* Arizona and California PPP Authority limited to several pilot projects in certain cases.

Source: Nossaman Guthner Knox & Elliott. Data valid through April 2007
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Most states provide legislative authority to their transportation agencies to use the design-build
PPP approach to delivery various types of projects. Exhibit 15 shows that forty-two states, the
District of Columbia, Puerto Rico, and the Virgin Islands have the ability to deliver
transportation projects using the DB project delivery approach. Fifteen of these states have or
currently make extensive use of the DB approach to expedite projects and control costs by
passing much of the project risk for project engineering and construction to the DB team.

The significance of having DB authority is that most private members of PPPs desire the features
design-build provides the project to help control costs and delivery schedules by integrating the
design and construction functions. This helps them better manage project risks by ensuring that
constructible design plans are completed before construction begins and that the construction
efforts comply with the performance-based specifications contained in the plans. Therefore
states with DB capability and experience are considered more likely to develop PPP
arrangements and have contract administration capability needed for a successful PPP project.

Exhibit 15 - Stateswith Design-Build Project Delivery Authority

* California — Transit agencies and certain cities and counties
lllinois — Regional Transportation Authorities
Massachusetts — authorized on a project-specific basis
Texas — Comprehensive Development Agreements

Source: Design-Build Institute of America, April 2007. http://www.dbia.ora/

-States with significant
number of DB projects

|:| States with few DB
projects

Virgin Islands
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Another positive indicator of PPP interest and capability is a state’s active participation in
FHWA’s Value Pricing Pilot Program, which promotes the use of innovative ways to reduce
congestion while generating additional funds for transportation infrastructure programs. In
seeking ways to reduce traffic congestion, VPPP projects will also improve safety, reduce
emissions, and lower fuel consumption.

Each year project applications are sent to FHWA for review and certain projects are approved for
VPPP grants. 1n 2005, fourteen states had eleven operating projects and seventeen projects
under development, as shown in Exhibit 16 on the next page. Since then, thirty-nine additional
projects that have been designated for VPPP grant funds, with the State of Pennsylvaniajoining
the ranks of states shown in Exhibit 16 with VV PPP-approved project grants. This brings the total
approved VPPP grant applications for projects to sixty-seven as of March 2007. This means
greateSr experience and exposure for operating and pricing strategies that can facilitate future
PPPs.

Asof April 2007, the Value Pricing Pilot Program included the following types of projects, listed
in order of number of grants approved:

Variable pricing on new highway lanes and bridges — 20 projects
Variable pricing of existing tolled facilities— 14 projects
Conversion of HOV lanesto HOT lanes — 8 projects

Regional pricing networks— 9 projects

Usage-based vehicle charging — 8 projects

Cash-out gtrategies for those electing to use alternativesto the single-occupant
automobile — 3 project

Parking pricing — 2 projects
Cordon areatolling — 2 projects
Truck-only toll facilities— 1 project

Participation in VPPP projects demonstrates a willingness of the state to embrace innovative
methods to generate additional program revenues and reduce congestion. States most active in
the program include the following five states, which have a combined forty-five approved VPPP
projects, representing sixty-seven percent of the total projects approved by April 2007:

California— 14 projects
Florida— 10 projects

Texas— 10 projects
Minnesota— 6 projects
Washington State — 5 projects

® Sources: http://www.ops.fhwa.dot.gov/tolling_pricing/value_pricing/quarterlyreport/qtr1rpt07/index.htm

and http://www.fhwa.dot.gov/pressroom/fhwa0703.htm
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Exhibit 16 — States Participating in FHWA’s Value Pricing Pilot Program in 2005

Legend:
* Projects Operating

<> Projects Under Development

wnN

oo

8.
9.
10.
11.

Operating Projects

Express Lanes on SR-91 (Orange County,
CA)

HOT Lanes on I-10 (Houston, TX)
Variable pricing (Lee County, FL bridges)

HOT Lanes on I-15 (San Diego, CA) (HOT
Lanes extension under study)

Variable tolls (New Jersey Turnpike, NJ)
HOT Lanes on US 290 (Houston, TX)

Variable tolls (Port Authority Interstate
vehicle crossings, NY and NJ)

Peak pricing on the San Joaquin Hills
Toll Road (Orange County, CA)

HOT Lanes on 1-394 (Minneapolis, MN)
Variable tolls (lllinois Tollway System)
HOT Lanes on I-25/US 36 (Denver, CO)

Projects Under Development

A — HOT Lanes on 1-40 (North Carolina)

B — HOT Lanes on 217 (Portland, OR)

C — HOT Lanes on LBJ Freeway (Dallas, TX)

D — HOT Lanes on 1-95 (Miami, FL)

E — HOT Lanes on C-470 (Denver, CO)

F —HOT Lanes on I-580 and 1-680 (Alameda Co., CA)
G — HOT Lanes on 1-495 (Virginia/Maryland)

H — HOT Lanes on 1-95 and I-395 (Virginia)

| —HOT Lanes on Loop 1 — MOPAC (Austin, TX)
J—HOT Lanes on SR 167 (Seattle, WA)

K — Cordon tolling (Fort Myers Beach, FL)

L —Cordon tolling in central New York City (NY)
M — FAIR Lanes (Alameda County, CA)

N — HOT Lanes/FAIR Lanes/Truck-Only Toll Lanes
(Atlanta, GA)

O - HOT Lanes in Median of Route 1 (Santa Cruz, CA)
P — Q-Jumps (Lee County, FL)
Q - Cordon tolling (San Francisco, CA)

Source: Issues and Options for Increasing the Use of Tolling and Pricing to Finance Transportation
Improvements, AECOM Consult study for FHWA's Office of Transportation Policy Studies, June 2006
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STATESMOST LIKELY TO SPONSOR SURFACE TRANSPORTATION PPPs

Exhibit 17 shows the twelve states actively participating in the Value Pricing Pilot Program as of
the beginning of 2007 which also have enabling legislation for PPPs and design-build
approaches to surface transportation project delivery. These three factors are leading indicators
of state readiness for using alternative, innovative approaches to expedite their transportation
programs and projects currently slowed due to a shortage of available funding.

Exhibit 17 — States with PPP L egislation, Design-Build Authority, and VPPP Projects

- States with PPP legislation, DB authority, and VPPP projects

Source: Nossaman Guthner Knox & Elliott; FHWA and FTA Data. Data valid through April 2007.

Given the combination of legal authority and willingness to innovate, the twelve states shown in
Exhibit 17 represent the most likely to incorporate innovative financing and project delivery
approaches associated with PPPs in their surface transportation programs and projects. However
recent events suggest the addition of Nevada, Pennsylvania, New Y ork, New Jersey, Louisiana,
Mississippi, and Alabamato this list — the last three largely a consequence of the transportation
reconstruction and replacement needs resulting from the devastating effects of Hurricane Katrina
on the infrastructure along the Gulf Coast in 2005.
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5. PROGRAM FRAMEWORK FOR DEVELOPING AND MANAGING
TRANSPORTATION PPPs

To successfully develop and implement public-private partnership projects requires a supportive
and capable institutional environment within the sponsoring agency. An effective PPP program
provides an underlying framework for how the agency will administer PPP projects and should
be in place before launching into procurement of PPP projects. A PPP program involvesthe
development of policies, procedures, documentation, and resources to guide development and
management of PPP projects. These program pre-requisites will enable the sponsoring agency to
carry out the necessary contract procurement and administration of PPP projects to ensure their
successful implementation. These requirements are discussed in this section.

INSTITUTIONAL REQUIREMENTSAND ISSUES

Once the transportation agency has established a PPP program, it can more effectively proceed to
develop and implement PPP projects that offer the potential to cost-effectively expedite needed
transportation projects by involving the private sector to a greater extent than in the past. These
are anumber of requirements for transportation agencies to meet to have an effective PPP
program. Among these, the most significant requirements are listed in Exhibit 18 below.

Exhibit 18 — Transportation Agency Requirementsfor an Effective PPP Program

PPP program development and refinement — policy, authority, and responsibility

Program management — strategic planning, guidance, monitoring, evaluation. And
reporting processes

Resour ce management — organization, staffing, and procedures
Technical capabilities

- Lega and regulatory review and analysis capabilities

- Innovative procurement and contract administration techniques

- Innovative funding approaches and financial management practices
Project prioritization and selection criteria and processes

RFP development and/or bidder evaluation processes

- Solicited and/or unsolicited proposals

- Brownfield (existing) and/or greenfield (new) projects

L egal assessment of bidding process, bids, and contracts

Effective contract administration and project oversight to ensur e accountability

A transportation agency should consider the key issues framed in terms of the five questions
listed in Exhibit 19 to successfully develop a PPP program.
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Exhibit 19 - Key Issuesto Consider in Developing a Transportation Agency PPP Program

What istheinstitutional context for the PPP program?
Focus of PPP initiative (e.g., mega projects, inadequate funding, strong private interest)
Primary reasons to consider PPPs for project/asset delivery
Relationship of PPP approachesto the agency’s mission and responsibilities

Doesthe sponsoring agency have the statutory and regulatory authority for PPPs?
Review existing statutes and regulations to assess authority for PPP projects
Assess legal context and capability for PPP project proposals — solicited and unsolicited
Eligibility for PPP delivery by project type based on project selection criteria

What are the potential public and private partner responsibilities, risks, and returns?
Project development — financing — operations - preservation
Toll schedule
Asset ownership
Contract duration and renewal potential

Doesthe sponsoring agency have the capabilities and resour ces to develop and
manage a PPP program and theresulting projects?
Organizational placement and structure
In-house staffing levels and qualifications
Specialized staff resources
What kind of procurement approach should be used to select qualified PPP teams?
Procurement method
§ solicited — unsolicited
§ one-step — two-step (prequalification leading to short list)
§ prequalification process — criteria
§ performance-based versus prescriptive standards
Selection basis
§ project price— level of third party financing — other considerations
§ best value— lowest responsible bidder — lowest bid
Contract type
§ DB, DBOM, DBOM-F, BOT, long-term concession lease
§ performance-based versus prescription based
§ project delivery — service levels — asset conditions
§ shared risks— shared rewards
§ duration— renewal potential
Extent and sources of competition for PPP assignments

§ loca
§ nationd
§ international

Contract administration responsibility and approach
§ quality control — quality assurance
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LEGAL CONSIDERATIONS

Among the most important considerations by prospective public and private sector partnersin a
transportation project PPP is whether there exists sufficient legal authority and flexibility to use
aternative PPP approaches to deliver surface transportation projects. Without adequate legal
authority and flexibility, PPPs cannot be used to expedite delivery of astate’s transportation
program.

Legal Issues Related to Transportation PPPs

A number of legal issues should be addressed by enabling state and/or local legislation when
developing the capability to use PPPs for transportation projects. These are summarized in
Exhibit 20.

Exhibit 20 — Statutory-Based L egal 1ssues Associated with Transportation PPPs

L egal capacity of partiesand legal requirement of sponsor to provide services

Ability of private firmsto be moreinvolved in infrastructure development and
control, including the nature and extent of participation by foreign firms

Existence and legal basis of cost recovery and tolling (if applicable)
Authority to regulatetoll rates, exemptionsto tolling, and services
Dispute resolution and liability provisions

Competition and anti-trust regulations

Avoiding conflicts of interest among private and public partiesto a PPP

Special provisions associated with use of Federal funds— Davis-Bacon, Buy-
America, Section 13(c) of the Federal Transit Act, etc.

Public sector borrowing restrictions/debt limitations
Tax and accounting liabilities

Adequacy of procurement and selection procedures
Contract provisions and surety requirements

Property and intelligent property laws protecting proprietary technologies and
know-how

Authority of other government entities over infrastructure assets and access
rights

Property issues of land acquisition — condemnation, use, and disposal
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Given the many legal considerations associated with PPPs, it is suggested that PPP-authorizing
statutes should allow transportation agencies the following capabilities:

Bundle a wide range of services from pre-development through long-term operétions,
Allow various project delivery systems, including DB, DBOM, DBFO and concessions;
Use quadlifications-based procurement, such as two-stage “best value” procurements;

Apply selection criteriathat result in the choice of the best developer able to provide the
greatest value to the project sponsor;

Use alternative forms of financial security; and
Negotiations with private partners during early planning stages of project development.

Those legal issues most likely to be addressed during the contract negotiation process are
summarized in Exhibit 21.

Exhibit 21 — Negotiation-Based Legal Provisions of Transportation PPP Contracts

Administrative coordination
Adequacy of oversight and monitoring procedures

Ability and restrictionsover transfer of private sector contract dutiesto other
parties

Contract re-negotiation, re-financing, hand-back provisions, and assignment of
rights

Provisonsregarding the ability of the public sector or other partiesto build or
expand competing facilities

Treatment of “windfall” profits dueto traffic growth or congestion pricing
Public control or limitations on private refinancing of project debt

Currency and profit repatriation rules

Authority over advertising or facility branding rights and treatment of proceeds
Ability to provide guarantees

Changesin design standards or construction specifications during development

Shiftsin public policy towards PPPs or technology changes that impact project
viability

Among the legal issues listed in the two exhibits above, those listed in Exhibit 22 deserve
particular attention given their potential influence over the viability of a PPP approach for a
particular project from both the public sponsor and private provider perspectives.
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Exhibit 22 — Key Legal Considerationsin Developing Surface Transportation PPPs

Procurement methodologies
Acceptance of solicited or unsolicited proposals
Selection criteria, such as traditional low-bid or best value

Sur ety bonding requirements
Level of bonding requirements
Application of financial security requirements to some or all private partners

Application of surety bond requirements to more than construction-related
functions included in the PPP contract

Flexibility in project delivery process
Level of responsibility and risk that the private partner can assume

Opportunity to apply innovative alternative approaches that provide comparable or
better performance more cogt-effectively

Breadth of functions that can be performed by the private partner, beyond design,
construction, and construction management and inspection

Ability for private partners to share in the project’s revenue stream or value capture
commensurate with their level of responsibility, risk, and investment

Applicability of federal statutory and regulatory requirements
Labor protection (Davis-Bacon Act6/Section 13(c) of the Federal Transit Act 7)
Buy America Act 8 restrictions on buying materials from firms outside the U.S.
Environmental clearance and permitting requirements
Flexibility allowed by FHWA’s SEP-15 Program and FTA’s PPP Pilot Program

State Enabling Legidlation for Surface Transportation PPPs

Asnoted in Section 4, one of the most important catalysts for the use of PPPs by state and/or
local transportation agencies is passage of enabling legislation granting these agencies statutory
permission to form public-private partnership agreements to delivery infrastructure facilities and
services. Twenty-one states and the Commonwealth of Puerto Rico have already enacted
legislation enabling the use of PPPs for transportation projects, as shown earlier in Exhibit 14.
Appendix B provides a summary of the key provisions of the enabling PPP legislation for these
twenty-one states and Puerto Rico, plus the proposed PPP enabling legislation for Louisiana.

® 40 U.S.C. Section 276a et seq.

" Now codified at 49 U.S.C. 5333(h).

8 49 CFR Parts 661 and 663.
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The degree to which partnerships have been enacted under these acts varies greatly, however, in
relation to the number and nature of agreements permitted under each statute. A key distinction
iswhether solicited proposals, unsolicited proposals, or both are enabled. In some cases acts
apply only to particular types of facilities, such astoll highways or toll bridges, or specify the
level of government or agency types permitted to partner. Others are established as pilot
legislation and limit the number of partnerships permitted. For example, the Commonwealth of
Massachusetts enacted PPP legislation to permit only one project to use the DBOM approach
financed through a 63-20 public-benefits corporation for rehabilitating Route 3 north of Boston
to the New Hampshire state line. Some bills have been ineffective vehicles for public-private
partnerships given provisionsthat create risk and uncertainty sufficient to deter potential private
sector congtruction, design, and/or financing firms from partnering under the statute. These
include initial PPP legidation in Washington State and California.

The Federal Highway Administration (FHWA) has published a study of the state PPP enabling
statutes identifying key elements for highway projects.” Most of the same elements would apply
to transit projects. In addition, USDOT has published in draft form model PPP legislation for
statesto consider.® These documents provide useful insights for states considering either
adoption of comprehensive PPP legislation or amendments to their existing enabling statutes and
regulationsregarding the use of alternative project development, financing, delivery, and/or
operations.

Enabling Legislation for Transit PPPs

In the case of prospective transit project sponsors seeking to use PPP approaches, the question of
whether a state or local transit agency can procure a project using a PPP approach is first
governed by state law. The laws of states noted in Exhibit 14 allow varying levels of
participation by the private sector in transportation projects.** In addition, authorization in
certain statesis limited to specific agencies and therefore might not be available to transit
authorities given their regional or local focus. Hence transit agencies in many states are
governed by separate statutes or local ordinances. As aresult there are still many state and local
transit agencies with no current legal capacity to apply PPPs as an alternative to traditional
approaches to project delivery, finance, and operations.

PROCUREMENT CONSIDERATIONS

There are many types of PPP arrangements involving different roles, responsibilities, risks, and
rewards for the public and private partners participating in a transportation project. However, for
most PPP approaches, there are certain activities that comprise the implementation and execution
phases that are generally common among them. These are listed below in Exhibit 23, which
provides an overview of atypical PPP project development effort.

® http://www.fhwa.dot.gov/ppp/legis_key_elements.pdf.

10 http://www.fhwa.dot.gov/ppp/legis_model.pdf. It should be noted that FHWA's web page specifically advises that the model
legislation is provided for informational purposes only and that it should not be construed as the policy of USDOT or FHWA.

1 See Study Deliverable 2, Literature Review of Public-Private Partnerships for Transit Capital Projects in the United States, Section
1.C.
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Exhibit 23 — Overview of PPP Project Development Process

| dentification of possible PPP approaches and prospective private providers

Organizational development - roles and responsibilities of designated internal
team and knowledgeable external support resources

Internal due diligence/evaluation of project as a candidate for PPP arrangement
Pre-marketing/pre-procurement to guide process and gain private sector insights
Transparent marketing/procurement to assure equity and futur e accountability

Close transaction/contracting process with fully under standing of termsand their
implicationsfor project costs, schedule, quality, financial returns, and risk taking

Transition to delivery team involving public and private entities with defined
responsibilitiesand risks

Proj ect execution - public sector and private sector rolesand responsibilities

Partner accountability based on contract terms

Certain of the activities listed in Exhibit 23 pre-date the project PPP implementation process
while others begin and end during different phases of PPP project delivery. Each of these steps
and the determination of which partner should take responsibility for the action or if
responsibility is to be shared should be based on the following factors, which are discussed more
fully below:

The procurement approach(s) and types of projectsto be considered in the PPP program;
The nature and scope of the project under consideration for possible delivery as a PPP,
The functional capabilities of the sponsoring agency to carry out the project;

The competitive availability of competent private providers for the public sponsor to
partner with; and

The duration of the partnership relative to the life-cycle of the resulting facility.

Exhibit 24 summarizes the key issues to be addressed by sponsors of transportation PPPs during
the procurement and contract negotiation processed, grouped into four categories, including
public interest and perceptions, transportation network coordination, and capability of the
sponsoring agency to administer these processes.
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Exhibit 24 — Key Issues During PPP Procurement and Negotiation Processes

Public Interest
Concerns

Public Perception
Issues

Transportation Network
Coordination Concerns

Administrative Capability
Issues

Setting of toll rates
and schedule/basis of
future increases

Public sponsor agency outreach
and communication to the public
on nature and impacts of a
proposed PPP project and its
contract terms

Integration of individually
operated PPP-developed or
operated facilities within a
regional transportation system

Capabilities of specialized
resources to develop,
negotiate, and administer a
balanced PPP contract either
resident to or retained by
sponsor agency

Control over ultimate
level of toll rates

Ability of public sponsor agency
to share in project proceeds
beyond acceptable rate of return
to the private sector partners

Alignment of public mobility
and economic development
goals with private profit goals

Existence of legal authority to
enter into PPP contracts for
surface transportation projects

Acceptable limits on
rates of return on
private sector
investment

Rationale for instituting direct

user charges, such as tolls or

variable pricing, as part of the
PPP arrangement

Coordination and
communication between
surface transportation agencies

and the private partners

involved in project PPPs
regarding operational and
pricing of surface
transportation facilities within a
region

Adequacy and transparency of
procurement framework to
protect the public interest while
providing equal opportunity to
prospective private firms/teams

Responsibility for and
treatment of windfall
profits or losses

Where tolling is imposed,
whether there is a non-priced
alternative and the
consequences of not applying
pricing to the project in terms of
project delivery schedule and
cost

Integration of PPP project
facilities with other
infrastructure and service
components of the regional
transportation system

Ability to identify and avoid
conflicts of interest among
partners to PPP contract,
especially during procurement
and selection processes

Uses of excess
revenues or proceeds
from long-term leases

Whether and how project
proceeds are focused on the
transportation facility or network
affected by the PPP when direct
user charges are applied

Full accounting for compliance
with planning, environmental
clearance, and permitting
requirements during project
development process

Suitable contract
administration process and
staff to ensure terms of PPP
contract are adhered to by all
partners

Control over nature,
extent, and frequency
of refinancing

Ability of responsible public
entity to protect the public
interest while respecting the
private sector's rate of return
requirements

Ability to grant flexible staging
of environmental clearance,
permitting, and right-of-way
acquisition activities as the
project proceeds, consistent

with NEPA and other
Federal/state/local
requirements

Existence of continuous
performance measurement
and reporting process to hold
PPP partner accountable for
compliance with contract
obligations

Control over transfer
of private partner
responsibilities or

involvement in PPP
contract to other

of original team

private entities not part

Degree of foreign involvement in
PPP and foreign control over
project proceeds

Ability to ensure that project
proceeds are used to enhance
transportation mobility in the
area served by the PPP project
where user charges are applied

Continuity of public sponsor

agency staff to oversee
development and execution of
PPP contract terms
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Potential Need for Specialized Resources

A key consideration for public agencies preparing to procure a project using PPP approaches that
involve sophisticated technical and financial techniques is to obtain the services of firmsor retain
in-house personnel that offer specialized expertise in these techniques and how to analyze them
within the context of the PPP project at issue. Given the high value of many PPP projects and
the potential for significant value capture by the private sector, the public agency will likely find
itself negotiating with specialists that have a high degree of experience in these techniques.

Such specialized personnel would be prohibitively expensive to retain on the public side of the
negotiations on a full-time basis as in-house staff. Therefore most public agencies sponsoring
PPP projects should include firms or individuals with comparable expertise as part of their PPP
procurement support and contract negotiating team on an as-needed basis. Thiswill increase the
potential for arriving at afair contract agreement that balances the needs of both the public
agency and private partner, while ultimately protecting the public interest.

Procurement Approaches

One of the key policy decisions facing sponsors of PPPs is whether to allow unsolicited
proposals in the process, asis allowed under the Virginia Public Private Transportation Act
(PPTA) of 1995, or limit PPP bids to only those that respond to projects specifically solicited by
the sponsoring agency. Unsolicited proposals for a PPP project result from a concept developed
by a private consortium and submitted directly to a public agency outside of the normal bid
solicitation process. Key features of unsolicited proposals are listed below.

Opportunity for advance projects not included in traditional transportation plans by
applying innovative, often unique approaches;

Opportunity to beat the competition to the starting gate and define the agenda in terms of
project scope and approach; and

High risk for the initial proposer since there is no guarantee the initiator will end up
winning the project after the concept subsequently undergoes a formal solicitation
process prompted by the receipt of the initial unsolicited proposal, provided there is
adequate time provided to allow competing teams to prepare their own proposed
approaches to the project.

Solicited proposals for PPP projects are the result of the normal bid solicitation process, whereby
the sponsoring agency defines the projects to be procured in each bidding cycle based on
prioritized needs as defined in the short-range transportation plan. Key features of solicited
proposals include the following:

Preferred by many public agencies since it provides them with more control of the project
solicitation process instead of diverting scarce resourcesto react to bids that often seek to
circumvent the competitive procurement process;

More consistent with the results of agency transportation planning efforts that involve
public and private inputs in a more transparent process,

Primary source of PPP project opportunities in the future since there is a greater
likelihood of the project going forward due to its inclusion in the vetted transportation
planning process; and

Level of competition for solicited requests for bids will depend on project size and risks.
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Preferred Project Categoriesfor Certain PPP Approaches

Another policy issue to be addressed by both sponsors and respondents to PPP project
solicitations is whether the purpose of the project isto merely change the responsibility for
taking care of existing infrastructure assets or to develop new infrastructure assets. The first
category iscalled a “brownfield” project, in which a private consortium assumes responsibility
for existing transportation infrastructure assets through a long-term lease agreement with a
potential up-front payment to the agency sponsor/owner. Recent mega-transactions have been
dominated by long-term leases of existing tolled assets, including the Chicago Skyway, Indiana
Toll Road, and Pocahontas Parkway.

The key features of abrownfield project are listed below:
Lower traffic, revenue, environmental, and construction risks;
Opyportunity to increase toll rates much more quickly that the public sector;
Ableto introduce new technology to diminate tolling queues;

Significant potential for public sector to undervalue asset to the benefit of the private
concessionaire; and

Limited number of candidate brownfield projects.

The second category of project is called a“greenfield” project, in which a private consortium
uses a PPP approach to develop and operate new transportation infrastructure assets through a
long-term contract. Early greenfield PPP projects occurred in Californiaand Virginia. More
recent greenfield PPP projects are taking place in California (South Bay Expressway near San
Diego) and Texas (TTC-35).

Key features of a greenfield project include the following:
Higher traffic, revenue, construction, environmental, and financial risks;
Highly prized by transportation agencies seeking added infrastructure capacity;

Opportunity to apply life-cycle asset management to significantly lower the total costs of
the facility from concept to disposal; and

Large number of potential greenfield projects, including adding congestion-priced new
capacity to existing highways at lower risks than entirely new alignment.

The decision to pursue projects through unsolicited or solicited proposals, or as abrownfield or
greenfield project, depends on the preference of the sponsoring agency, the opportunity
presented by the specific project being considered, and the interest and willingness of private
firmsto join in a partnership with the public sponsor under any of these procurement approaches
or project categories.

Financial Analysis Considerations

In analyzing prospective transportation PPP projects, it is important for both public and private
sector partnersto determine the financial criteria for evaluating the project and the assumptions
that underlay the financial analysisto determine project feasibility from financial perspective.
Potential bases for financial evaluation depend on the perspectives of each partner. Public
partnerslook primarily at the ability of the project cash flow to cover the full costs of the project
over time, including the costs of operations and maintenance, debt service, various reserve or
coverage funds, long-term preservation costs, and capital expansion costs (if needed).
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Private partners want to ensure that the project can provide a reasonable return on invested
capital, whether debt or equity, net of design and construction, operation and maintenance,
reserve or coverage funds, tax costs, and any sharing of revenue proceeds from the project.
Therefore the results of private financial analyses for PPP projects focus on the Internal Rate of
Return (IRR) on invested capital and/or the Net Present Vaue (NPV) of the net proceeds from
the project over the term of the contract. Projects which provide an IRR greater than that which
the financial community can obtain by investing its capital funds elsewhere are considered
viable, as are projects with a positive NPV.

Public sector sponsors of PPPs are becoming increasingly interested in the financial returns from
PPPs given the potential for some deals to generate windfall profits far above the purported rates
of return required by the private sector to consider a project financially feasible. The challenge
is how to balance the financial risk-taking by private partners financing or helping to finance a
project through a PPP, which may not achieve minimum rates of return. More recent PPPs
involving private financing are introducing revenue-sharing based on levels of rates of return on
invested capital achieved from the project, with increased proportions of project revenues going
to the public sponsor asthe project |RR reaches greater levels, such as the Pocahontas Parkway
PPP refinancing deal. The most recent deals have including revenue-sharing between the public
and private partners starting when the project opens, such as the Texas State Highway 130 PPP
concession. With revenue-sharing the public partners retain a financial interest in the success of
the PPP project, which limits the potential for the private partnersto earn windfall profits.
Revenue sharing generally reduces the total value of the deal to the private sector and
consequently the up-front payment a concessionaire may be willing to provide the sponsoring
agency for along-term concession lease.

Typical issues associated with the financial analysis of transportation PPP projects include:
Assumed inflation rates on costs and interest rates on debt
Length of contract term — affects value of PPP deal and ownership status of lease™
Required debt coverage ratios and level of reserve funds
Treatment of risks— range of outcomes
Taxable versus non-taxable debt and equity — timing issue
Transparency — public availability of private sector project financial information

Other financial issues relate to the use of IRR and NPV calculations to determine the value of a
long-term concession lease or the profits from a PPP involving financing by the private partner.
Both calculations depend on assumptions regarding the future level of background inflation,
which may not transpire as projected. Inthe case of NPV calculations, the results become
unusable beyond a twenty-year contract term due to the declining value of project costs and
revenues that far into the future due to the effects of inflation. Long-term contracts of fifty or
more years are even more difficult to project financial results, which makes revenue-sharing a
risk sharing strategy for both public and private partners to along-term PPP involving financing
— possibly with both the public and private sector participating in the financing arrangements.

12 . . ) ’

IRS rules require lease contracts of 50 years or more for the lessee to be considered the effective operating owner, thereby
granting the lessee the ability to take depreciation tax credit against the value of the asset. This suggests PPP legislation grant PPP
contract term at least up to 50 years to maximize value to the public sponsors of long-term concession leases.
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Other financial concernsrelate to the basis for determining project IRR or NPV values and the
source of the financial data upon which these calculations are based. If the private partnersto a
PPP collect and retain control over project revenue proceeds, including toll revenues and
financial transaction fees collected during the term of the contract, it is uncertainty whether the
information is a complete or accurate representation of the financial status of the project. Where
the private sector retains control of project revenues and this information is used to determine
IRR thresholds for revenue sharing, the asymmetrical nature of this financial information can
raise questions about the veracity of the results. Revenue-sharing arrangements require that the
public sector have access to a project’s full financial records for audit purposes to ascertain their
authenticity.

Demonstrating Value for M oney

Another important consideration in judging PPP project proposals is a concept known as Value
for Money (VfM). This concept refers to the extent to which the proposed PPP approach offers
greater value to the sponsoring agency than the traditional approach. This analytical tool is often
used to determine the project cost savings of a PPP approach paid for with availability payments
or shadow tolls by the sponsoring agency, instead of through proceeds from direct user charges
(such astolls). To determine Value for Money for using an alternative project delivery
approach, the sponsoring agency needs to define the project scope in advance to the extent that a
realistic determination of project requirements, costs and revenues (where appropriate) are likely
to be. This may involve the following actions:

Develop greater understanding of project geotechnical and site conditions through
advanced reconnai ssance;

Advance project design to the point where there is a clear understanding of the key
attributes of the project design and functional characteristics,

Perform advanced val ue engineering to ensure the most cost-effective design parameters
are considered;

Revise assumptions typically used to estimate traffic volume and revenue potential,
especially the possible size and frequency toll rate changes when tolling is involved to
reflect current fiscal concerns,; and

Recognize the risks inherent in the inflationary effects on the costs of project materials.

This information can then be used to develop a comparative basis for assessing whether a PPP
approach or submitted proposal offers sufficient advantages to the sponsoring agency. The more
information the sponsoring agency has to judge competing responses to the RFP against each
other and to more traditional approaches using varying levels of in-house responsibilities will
help to ensure a more informed basis for determining how to proceed in the use of private
provider services and what kind of PPP approach most benefits the public interest. This does not
necessarily mean advancing the project to the 30 percent design stage before developing the
Request for Proposals for the project as a possible PPP. To gain greater opportunity for more
cost-effective plans, projects taken to the 10 percent to 15 percent stage of design may be
sufficient. This depends on the type, size, and complexity of the project.

Public and private entities engaged in PPPs can achieve greater “Value for Money” by:
Applying business best practices to expedite the project and lower its cos;
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Providing higher quality design, construction, and inspection up front that saves costs
over the long-term; and

Using life-cycle asset management to reduce the frequency and costs of preservation.

Increased value or project cost savings from these kinds of strategies can range from 5% to 66%
of total life-cycle costs, depending on the best practices used, the integration of project phases,
and the extent to which life-cycle total asset management is applied. The Value for Money
estimate will depend to some extent on how the sponsoring agency treats direct and indirect costs
of the project.

From the private sector perspective, the details of the estimates of financial benefits to the private
sector concessionaire for along-term lease agreement istypically not fully disclosed and
therefore not made part of the Value for Money determination. This may raise questions
regarding the potential for windfall profits to be earned by the private concessionaire, difficulty
in holding private partners accountable for project financial reporting, and public interest
concerns where transparency in the procurement and development of PPPs is required.

Bidder Prequalification

If atwo-step solicitation process is used for project team selection (pre-qualification then
proposal submission), the first sep will identify and pre-qualify those prospective bidders that
have the greatest potential for developing and delivering the proposed project as a public-private
partnership using innovative approaches that offer high value for money and an effective
partnering relationship with the agency sponsor. The first step could be as simple as allowing
only those firms already on the agency’s pre-qualification list to receive a Request for Proposal
for the proposed PPP project. However, since there is little domestic experience with PPP
projects in most states, this approach may overlook highly qualified firmsthat are not on the
agency’s pre-qualification list, particularly if the agency has not sponsored PPP projects before.

Bidder prequalification often begins by issuing a request for a Letter of Interest (LOI) from each
prospective bidder or bidding team (if already organized) to indicate whether or not they are
interested in competing for the project asa PPP. The LOI request can also be used to ask for
information on the firm and its relevant qualifications to perform the project asaPPP. This
could be followed by a formal Request for Qualifications (RFQ) from all or selected firms that
responded to the LOI.

The LOI and RFQ may be preceded by a fact-finding process in which prospective firms are
invited to participate in an information-sharing meeting or workshop to share insights regarding
the project and the anticipated PPP procurement process. Meeting topics typically include:

The proposed project description, available public funding, and obtainable data on the
project, including any preliminary planning or preliminary design studies;

What the agency is seeking from bidders;

What types(s) of PPP approaches will be considered,;

Responsibilities, level of risks, and value capture required/desired by the private sector;
How to structure the request for proposals; and

What is considered a reasonable timeframe for proposal preparation.
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Following the workshop meeting, the sponsoring agency may also provide the opportunity for
individual one-on-one meetings between representatives of the sponsoring agency and interested
firms to further discuss specific ideas and concepts regarding the proposed project and ways to
approach its procurement and delivery.

Exhibit 25 displays sections atypical Request for Qualifications that may accompany or follow
the Letter of Interest request.

Exhibit 25 — Sample Components of a PPP Project Request for Qualifications

Introduction to RFQ document

Project background - current conditions and rationale for project
Project description - scope and schedule

Purpose of pre-qualification

Pre-qualification process - objectives, process, and schedule
Conditions, terms, and limitations

Statement of qualifications - contents and format of managerial, financial, and
technical capabilities and resources

Evaluation process - procedures, roles, criteria, and scoring method
Receipt and security of satements of qualifications

Approved bidder’s list

Notification process

Annexes - certifications, representations, required forms, and sample scoring form

On the next page, Exhibit 26 provides a representative listing of criteria an agency might
consider for evaluating the responses to the RFQ so that a smaller list of pre-qualified firmsor
teams can be selected to receive Requests for Proposals (RFP). The preparation and issuance of
RFPs should be done after the following items have been finalized by the agency sponsoring the
project:

Project scope;

PPP approaches to be allowed;

Evaluation criterig;

Remaining steps in the PPP project procurement process; and

Schedule for completing the procurement and selection process leading to a Notice to
Proceed (NTP).
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Exhibit 26 — Sample Pre-Qualification Evaluation Criteria

Relevancy and extent of prior project experience by team members - size, nature,
and complexity of prior relevant projects completed by team members

Satisfaction of prior clientsused asteam references
Financial capability and capacity of theteam

Adequacy of project management capability and experience
Quality assurance capabilities and programs

Relevancy and extent of specific technical and financial experience and expertise
of designated key staff members of submitting team

Adequacy/availability of key staff to perform the project in proposed timeframe
Completeness and timeliness of statement of qualifications submission

Inclusion and proper execution of all required certifications and representations
for members of submitting team and key staff

Submission of audited financial satements for core team membersfor prior five
years

Availability of required net working capital

Net worth of submission team
Confirmation of bonding capability
Bank and surety references

Legal standing of team members

For unsolicited proposals, this process would be significantly condensed since there is already a
submitted proposal which serves as the basis for comparison, provided the proposed project is
one the responsible agency wished to pursue even though it is not on the short-term approved list
of planned transportation projects. In this case, other interested bidders are given a certain
timeframe to offer competing proposals, thereby eliminating the LOI and RFQ requests. Both
the LOI and firm/team qualifications would become part of the proposal.

Proposal Solicitation and Bid Evaluation Considerations

For solicited proposals, an RFP is prepared which contains the requirements, terms, and
conditions for the PPP project. The RFP isissued to the pre-qualified firms or teams, which then
prepare proposal responses. These are submitted to the sponsoring agency within a specified
timeframe, as described in the RFP, with each submission reviewed and evaluated to determine
which one offers the best value to the sponsoring agency and the public it represents. Exhibit 27
summarizes the key factors that should be considered in evaluating and ranking PPP project bids
that are received in response to either a solicited or unsolicited proposal.
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Exhibit 27 — Key Factorsto Evaluate PPP Project Bids

Flexibility/breadth of legal-regulatory authority of sponsoring agency to use
proposed contract approach

Capability of sponsoring agency to effectively negotiate and administer the
proposed contract through in-house and retained specialized support resources

Transparency of PPP procurement process and contract terms - and their
implications

Life-cycle cost of project that maximizes Value for Money
Project delivery schedule
Performance-based standards for holding partners accountable for project results
Periodic performance monitoring and reporting requirements
Annual contract auditing provisions

Capabilities and experience of project delivery team in all areas of proposed
responsibility and its ability to manage various project risks

Innovative use of alternative funding approachesto leverage available public
funds

Relative use of equity and/or debt, bank loans and/or capital markets and their
respective timing to finance the project

Involvement of public sector in value capture — including developers and businesses
served by transportation facilities produced as aresult of a PPP

Treatment of “windfall” profits — revenue-sharing with public agency and price
regulation

Insurance or surety provisions to manage financial risks

Proposed use of new technology to improve cost-effectiveness of project and
enhance user service and safety

Consistency with public policy and interest

Public attitudes towards ownership and control of transportation assets — parochialism
potential

Protection of public interest — equity, safety, reasonable price, accessibility, mobility

This mix of factorsto be considered by the agency project selection committee reflects a best
value-based bid evaluation process, versus the low-bid evaluation process associated with the
traditional contractor selection process. The value-based selection process reflects how the
private bids are structured, the broader private sector responsibilities of PPP project delivery
approaches, and the many attributes that can impact the overall value to be received by the public
from the PPP approach taken.
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PPP PROJECT DEVELOPMENT AND IMPLEMENTATION PROCESSES

Successfully implementing projects delivered through public-private partnership approaches
requires more than issuing a solicitation and developing a contract to that effectively transfers
project responsibilities and risks to a private sector team in return for certain financial
considerations. Once procured, a PPP project requires continuing communication and
coordination throughout the project development, implementation, operation, and preservation
phases between the project partners. PPP projects also require thorough contract administration
by the sponsoring agency, including periodic monitoring and public reporting of project
performance relative to the terms of the contract agreement to ensure accountability of the
partnersto the public.

Performance M easures for PPP Project Reviews

Exhibit 28 lists a representative sample of performance measures for assessing PPP projects
relative to the contract agreement terms.

Exhibit 28 — Potential PPP Project Performance Measures

Traffic volumes on an annual and peak hour basis, by season

Level of service (extent of congestion) on the facility during peak periods by
season

Annual revenues from tolls, concession, and other funding sourcesrelative to
projections

Annual lane-miles out of service for incident-based repair and preventive
maintenance

Per centage of project financing provided by private sector partners

Ability of project to fully cover debt service costs, contract costs, and coverage
levels with a reasonable rate of return on invested capital by the private sector
partners

Net increasein capital program due to PPP projects

Project cost relative to engineer’s etimate and contract budget
Project duration relative to contract term

Cost per transaction for PPP project operations

Per cent of tolls collected by ETC for PPP project facilities
Ratings of bonds sold for PPP project

Proportion of PPP project costsrequired for contract administration
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Key Stepsin Developing and | mplementing PPP Projects

Exhibit 29 lists the five key phases and steps in development and implementation of a surface
transportation PPP. These five key phases lay out the sequence of events that should occur as the
public sponsor determines whether a PPP approach is appropriate for the project, while the
private sector providers determine if there is sufficient potential for adequate return to justify the
assumption of responsibilities and risks associated with the proposed PPP approach.

These same phases and component steps are appropriate even when the PPP is for a public-
public partnership involving multiple public agencies. Thiswill increasingly be the case as
highway, transit, and economic development agencies collaborate to expedite transportation
improvements that promote personal mobility, accessibility, and economic development.

Exhibit 29 — PPP Implementation Stepsfor Public Agency Sponsors

Phase 1 — Perform Preliminary Project Planning

Determine transportation need

Develop preliminary project scope

Determine environmental constructability

Develop preliminary financial plan regarding project sources and uses of funds

Phase 2 — Egstablish Eligibility for PPP Status

Assess in-house capabilities to perform project using in-house resources or
traditional approaches

| dentify resource and functional capabilities required to deliver project in atimely
manner

Determine procurement approach and type of projectsto be considered in the PPP
program

Establish legal authority to enter into PPP arrangements involving alternative
approaches to project financing, development, delivery, and preservation

Develop preliminary allocation of roles, responsibilities, risks, and returns for the
public and private partners to a potential project PPP

Develop and implement remediesto legal or regulatory impediments to PPPs and
other alternative approaches to more cost-effective project development

Phase 3 — Explore Potential and Interest of Private Providersto Enter into a PPP
for the Project

Request suggestions for structuring the PPP from interested private providers

Solicit letters of interest and qualifications to pre-qualify the most promising
prospective providers
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Exhibit 29 — PPP Implementation Stepsfor Public Agency Sponsors— continued

Phase 4 — Solicit Proposals from Prospective Private Providersand Select Best
Value Team Using a Transparent Process

Develop and issue performance-based request for proposals from pre-qualified
private providers for scope of services required by the private provider, with
potential to improvise and offer innovative solutions to project financing, delivery,
and preservation

Review and evaluate responses to RFPs based on pre-established criteria,
providing alevel playing field for prospective private partners

Begin negotiations with PPP team judged to offer the best value over thelife-cycle
of the project and finalize PPP contract terms of agreement when acceptable

Phase 5 — Egtablish and Nurture PPP Arrangementsfor Project Delivery asa
PPP

Develop full understanding and capabilities among public sector saff responsible
for managing the PPP contract

Ensure clear understanding of relative roles, responsibilities, risks, and rewards of
PPP arrangements, as defined in the contract agreement

Establish full protocols for communication, coordination, and problem
identification and resolution throughout contract term, involving clear lines of
authority, responsibility, and communication

Work collaboratively and constructively to flexibly apply the terms of the contract
within the performance requirements defined in the terms of agreement

Hold periodic meetings among team leaders from both public and private sectors,
at the senior management level and tactical/technical implementation level,
throughout the project contract term

Hold all partiesto the PPP accountable for complying with the terms of the PPP
throughout the duration of the contract through regular project reporting and
review
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6. IMPEDIMENTSAND RISK MANAGEMENT FOR TRANSPORTATION PPPs

This section discusses the principal challenges to the successful development and
implementation of PPPs for surface transportation projects come from legal, regulatory,
ingtitutional, procedural, financial, and cultural impediments. In considering whether to proceed
with a project as a PPP, there may be a number of issues that arise and require resolution prior to
initiation or during project execution.

KEY IMPEDIMENTS

Existing agencies can have difficulty in applying PPPs due to differences in how public agencies
and private companies function and value their efforts, which reflects differences in their
respective cultures. Exhibit 30 lists several potential cultural differences between public
agencies and their private sector counterparts to a PPP. Producing a successful PPP requires first
recognizing and then bridging these differences through mutual understanding.

Exhibit 30 — Potential Cultural Differ ences between Public and Private Partners

Short-term versus long-term timeframe

User focus ver sus customer focus

Risk aver se ver sus managed risk

Expensed assets ver susinvestmentsto be preserved

Wait for full funding (debt free) versus build and pay off (using equity and/or
debt)

Rigid versusflexible approachesto project development, financing, and delivery
Standardized ver susinnovative approaches

Domination of transportation infrastructure program delivery by local firms
ver sus competition provided by domestic and international firms

Regulatory compliance ver sus empower ed staff

Constrained resources ver sus lever aged resources

Process driven versus product/service driven

Ten additional potential impediments to the successful deployment of PPPs for surface
transportation projects are described in Exhibit 31 on the next page. Besides cultural differences
which are the most difficult to change and are better accommodated, the most important threat to
atransportation public-private partnership is institutional inertia, which can be reinforced by
both culture and a long legacy of performing functions a certain way, as prescribed by FHWA or
AASHTO. Each of the following ten impediments needs to be anticipated and mitigated where
apparent so that PPP efforts are not sabotaged by the very agencies responsible for their
development and implementation.
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Exhibit 31 — Potential Impedimentsto Transportation PPPs

| nstitutional Inertia — opposition by transportation program administrators/staff and
members of the construction/design industries to changes in traditional approaches

Fear of Change - by local firmsthat change will undermine their competitive positions

Distrust - between the public sector and the private sector — reinforces institutional inertia

- Legal Prohibitions or Regulatory Restrictions - against attributes of effective PPPs —
often ingtituted and reinforced by imbedded stakeholdersin the status quo

Procurement (unsolicited, best value, design-build, warranties, environmental clearance)

Permitting (utility, navigable waterways, etc.)
Land acquisition (advanced, before and after pricing)
Environmental clearance

- Lack of Familiarity with PPPs - including the mechanisms for developing and
implementing PPP projects and the relative balance between public and private sector roles,
responsibilities, risks, and returns

Limited public knowledge and understanding of PPPs
Lack of consistency in how agencies interpret statutes/regulations regarding PPPs

Scarcity of documented examples of successful PPPs in transportation

Lack of a specialized corps of professionals within state transportation agencies
responsible for managing PPPs

- Differencesin Per spectives and Objectives - between public sponsoring agency and
private provider firms

Process constrained public sector conflicts with expediency of private sector
Differences in financing goals and timeframes
Confidentiality concerns of private versus public sector transparency reguirements
Public sector service focus versus private sector rate of return needs
- Tax exemption advantage of public debt over private debt
- Lack of Adequate/Dedicated Revenue Sources— to support project financing
Project must “add up” — be financially feasible for both partners

Private sector partner needs to earn a reasonable rate of return

User fees and other revenues may need to be tapped unless public funds can provide
availability payments over the life of the contract in lieu of user fees, such astolls

Dedicated revenue sources are the best way to support project financial plan
L oss of Control — facility operations, toll rates, use of revenues, public interest protection
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ADDRESSING IMPEDIMENTS TO TRANSPORTATION PPPs

Suggested strategies to address these impediments by project phase are listed in Exhibit 32.
These strategies are organized into the following categories:

Getting started

Defining the partnership participants

Funding and financing the project

Balancing the roles, responsibilities, risks, and returns
Nurturing the partnership

These categories reflect the evolving phases in the development, implementation, and execution
of the PPP project over its life cycle. While PPP approaches to project delivery are not the only
way to solve the fiscal problems facing state and local transportation agencies, freedom from
institutional impediments alone cannot make a poor project successful. Experience has shown
how ingtitutional impediments such as those shown in Exhibit 31 can stop or significantly delay
worthy projects.

Exhibit 32 — Strategies to Address | mpedimentsto Transportation PPPs

Getting Started

PPP project success or failure will depend on many factors — most important is the
nature and level of interest of project stakeholders and their willingness/ability to
commit to the project as partners.

Establish broad legal authority to enable transportation agenciesto use PPPs.
Identify a public “champion” to bulldog the project from start to completion.

Define a clear project vision so interested private and public sector parties can
assesstheir interest.

Establish clear guidelines for PPP development, including milestones, roles, and
responsibilities.

Tailor each PPP to its institutional, jurisdictional, transportation, economic, and
financial context.

Defining the Partnership Participants

Involve all public and private stakeholders with an economic or other interest in the
project willing and able to participate as partnersin project financing commensurate
with their expected benefits.

Involve private sector partners in project conceptualization as soon as possible to
gain maximum advantage of their insights and suggestions.

Encourage private sector creativity to cost-effectively achieve the project vision.
Focus on performance outcomes/benefits of the project - not the just the procedures.
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Exhibit 32 — Strategiesto Address I mpedimentsto Transportation PPPs— continued

Funding and Financing the Proj ect

Let the project define financing - but allow the financing to define project delivery.

Consider the full range of possible funding sources, not just tolls— i.e., new credit
programs, joint development prospects, new revenue sources, private activity bonds

Define the financing plan before beginning development
Identify project benefits and beneficiaries

8
8
§ Let government partner sponsor social programs
§ Understand the allocation of financial risks

§ ldentify contingencies and have a plan to fund them

Enable private sector partner(s) to make areasonable return on their investment — no
profit potential means no private capital will be put to risk.

Balancing the Roles, Responsibilities, Risks, and Returns

Transfer financial/project risks to the private sector provided it has the authority and
capability to manage conditions that are likely to impact these risks.

Avoid imposing excessive risks on the private sector that will keep them away,
particularly in the area of tort liability where private risk may be much higher than
public risk.

Avoid trying to make a “bad” project into a “good” project merely by turning it into
a PPP project

§ Quality projects may be enhanced with a PPP approach
§ “Bad” projects are unlikely to become viable even with a PPP approach
§ The private sector will avoid “bad” projects if it bears the risk of failure.

Nurturing the Partnership

Maintain an air of civility among the partners based on mutual self-interest and
respect.

Establish ongoing communication among the project partners throughout the project
development process to quickly recognize achievements and address problemsin a
constructive manner.

Communicate status, progress, and results of project quickly and openly to the
public to gain their understanding, support, and enthusiasm.

Establish an objective, transparent, equitable, and accountable contract procurement
and administration process where the project roles, responsibilities, risks, and
rewards are clearly defined, with appropriate due diligence to ensure compliance
with contract terms and conditions.

Transportation PPP User Guidebook 51 PPP Impediments and Risk Management




In addition to the strategies listed in Exhibit 32 for addressing impediments to transportation
PPPs, Exhibit 33 lists additional ways to address these issues before they can cause a project to
fail, including the protection of the public interest in public infrastructure long paid for by motor
fuel taxes and other federal, state, and local revenue sources.

Exhibit 33 — Additional Strategiesto Address Issues Related to Transportation PPPs

Define toll rate adjustment schedule based on pre-established criteria (such as
consumer priceindex or highway construction price index) and prescribed
coverage ratios that avoids the potential for windfall profitsto the private
partner.

Define maximum profit levels or rates of return on invested capital by private
sector partners, with potential revenue sharing above certain profit levels.

Require sponsor approval of any transfer of responsibility for functions provided
by the private sector partners, including ability to sell or transfer financial
interestsin the project.

Define standards of performance for services provided by the developer,
operator, and preserver of the project over the term of the contract agreement
that are beneficial to usersof the facility.

Hold both private and public sector partnersaccountable for project and service
delivery consistent with the contract termsthat protectsthe publicinterest in the
project and the non-financial benefits the facility providesto various
stakeholders.

Define court of jurisdiction as state where sponsor and facility are located.

Retain responsibility for financial management of proceeds from long-term
concession leases, with up-front (if applicable) and on-going paymentsto the
private sector team members (or consortia) based on payment terms of contract.

Establish transparent and equitable procurement and selection process that
provides equal accessto all interested parties, while permitting the application of
innovative approaches and technologies that may be unique.

RISKS ASSOCIATED WITH TRANSPORTATION PPPs

While providing avariety of advantages, there are also risks to consider when using PPPs for
transportation projects. There are many types of risksthat can influence dramatically the
viability of a PPP project and the relative interest of the public sponsor and the private provider
team. Exhibit 34 provides a summary listing of the major types of risks associated with
transportation projects. It isone of the purposes of a PPP that the risks are allocated to those
partners best able to manage those kinds of risks.
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Exhibit 34 — Summary of Major Risks Associated with Transportation Projects

» Public acceptance » Liability/latent defects
» Control of assets » Life-cyclecost

» Protectionism * Regulatory/contractual
» Political stability « Payment

e Moral hazard structur e mechanism
« Demand/volume * Transaction cost
*  Revenue » Changesof law

« Environmental/archeological ~ * Compensation/termination
o Right-of-way costs e Economic shifts

« Construction cost » Currency/foreign exchange
« Maintenance cost e Taxation constraints

Variousrisksthat can impact the cost and feasibility of a transportation project, as well asthe
revenue potential and financial feasibility of a PPP and its ultimate success are described below.
One of the features of a PPP is the ability to allocate project risks to the partner best able to
manage and mitigate these risks. All members of a PPP should understand these risks and how
they can affect a proposed project to determine how to best structure the PPP arrangement.

Public Acceptance — perhaps the greatest risk to a proposed PPP project is the degree
of public acceptance of the project, its procurement as a PPP, and the means by which
the project will be paid for (tolling or value pricing), with greater public acceptance
and political support reducing the risk of project development failure or default
following completion.

Control of Assets— the public and many local politicians have expressed concern
over the perceived loss of control over transportation infrastructure assets, particularly
the level and frequency of toll rate increases, the physical condition and appearance of
the facility, and protection of the public interests in these public-use facilities (such as
personal mobility, commercial accessibility, promotion of public safety, and
discounted accessto public transportation).

Protectionism — an emerging factor in the United States is the nationality of the firms
comprising the PPP provider team, especially the lead project development firm and
financing companies, which may result in either legislative efforts to limit foreign
involvement in certain types of PPP projects (such as the long-term lease of
established toll highways, especially those included in the Interstate System) or state
or local political and public grassroots efforts to oppose PPP projects with significant
and highly visible foreign company involvement and control.

Political Stability/Support — even in the United States where the political framework
of the nation is quite stable (unlike a number of nations overseas), the continuity of
political support for a PPP project remains an essential ingredient for successful
development and implementation and should there be a change in the political
structure or composition in the area served by the PPP project and to which the
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sponsoring agency is accountable, this can significantly impact the potential of a PPP
project to proceed or continue, particularly if the status of the PPP project becomes a
major issue in apolitical campaign.

Moral Hazard — the sensitivity of using PPP approaches to deliver transportation
projects in the United States makes it imperative that the public sponsor of the project
maintain complete integrity and transparency of the PPP procurement, selection, and
contract administration to avoid conflicts of interest and fraudulent activities during
procurement and execution phases of the project. This requiresthe public sector to
hold the PPP provider publicly accountable for the proper execution of the project
consistent with the terms of the contract agreement. Unethical behavior in one PPP
project can negatively impact the potential for successful development and
implementation of proposed PPP projects by the sponsoring agency, aswell asin
other parts of the nation where PPP approaches are novel and subject to greater
scrutiny and doulbt.

Demand/Volume— level and timing of traffic or transactions on an annual basis and
at peak travel periods.

Revenue — level of timing of proceeds from tolls or congestion (variable) pricing of
highway use, concession and other non-toll revenues (advertising), or transit fares.

Environmental/Archeological — site conditions that raise environmental,
archeological, historic preservation, and other issues (munitions on the site) that may
require mitigation and the costs of mitigation measures and their responsibility.

Right-of-Way Cost —amajor area of uncertainty for transportation projects isthe
amount and cost of acquiring parcels of land needed for the project right-of-way. The
costs of real estate can vary significantly depending on the strength and expansion of
the local economy, the level of demand for new development relative to the available
supply, whether afull parcel isrequired or only a portion of the parcel (called a partial
take), and the influence of speculators who recognize the potential for increased land
values in the vicinity of the project dueto the added accessibility to be provided by
the project.

Construction Cost — the cost of project construction costs which may be impacted by
changes in the availability and cost of materials, labor, and maintenance of traffic,
plusthe cost of performance bonds required by the sponsoring agency for the full
value of the project (also called surety bonds).

M aintenance Cost — for PPP contracts including operations and maintenance, the
cost of maintenance and repair activities which may be impacted by the quality of the
design and construction, changes in traffic volumes (auto and truck), the weight limits
of trucks using the facility, geological (subsurface) conditions, and adequacy and
condition of drainage structures.

Liability/L atent Defects— potential for defects in the design or construction, dueto
poor workmanship or unknown site conditions and the effect on project costs and the
responsibility for paying for these costs.
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Life-Cycle Cost — for PPP contracts with long terms (45 years or more), the
cumulative costs of facility maintenance, rehabilitation, and reconstruction or
expansion over the term of the contract and its effect on project cash flow and
reserves, which are affected by the quality of the design, construction, and inspection
as well asthe preventive maintenance program implemented by the PPP provider
team.

Regulatory/Contractual — changes in regulations or contract provisions that impact
the cost exposure of one or more of the partners and their responsibility for their costs.

Payment Structure/M echanism — effect on value of project participation based on
source, method, and timing of project cost reimbursement or availability payments.

Transaction Cost — the level of costs associated with completing the various
transactions involved in completing the PPP contract agreement and subsequent
financial actions and responsibility for payment of these costs.

Changes of Law - new statutes or regulations, including design standards or
construction specifications, which impact the cost and profitability of the project and
delivery timeframe.

Compensation and Termination Clauses— how the PPP provider team will be
compensated for work completed if the project or the contract agreement is
terminated, depending on the reasons for termination, and any penalty clauses for
early termination by the sponsoring agency.

Economic Shifts— changes in the economic activity and demography of the region
served by the facility which could impact the level of usage and the proceeds to cover
the cods of the facility over the term of the contract and the responsibility for
accounting for the difference.

Currency/Foreign Exchange — changes in the relative value of national currencies
that can impact the cost of the project and the value of revenue proceeds to a PPP
provider which is based in another country with a different currency than that used for
project reimbursement or payment of revenue proceeds.

Taxation Constraints— national, state, or local taxes on the materials used in
developing a transportation facility and the proceeds derived from operation of a
priced facility can impact its financial viability, especially when using taxable debt
and/or equity and/or when the PPP production team is based overseas.

Each of these risk factors can raise or lower the viability of a PPP project, producing a range of
potential outcomes that the financial community has recognized need to be incorporated into
financial feasibility studies of PPP projectsto show the estimated upper and lower limits of
financial results for the project. Managing these risks is an important consideration in selecting
the right PPP approach and project team.

Exhibit 35 identifies the project responsibilities and risks that can be fully or partialy transferred
to the private sector partner for each alternative PPP approach considered in this document.
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Exhibit 35— Functional Responsibilities and Risks of Private Partners by PPP Approach

FUNCTIONAL RESPONSIBILITIES AND PROJECT RISKS FULLY OR
PARTIALLY TRANSFERRED TO THE PRIVATE SECTOR UNDER
ALTERNATIVE PPP APPROACHES"

ALTERNATIVE PUBLIC- L /i
PRIVATE PARTNERSHIP £ /&
APPROACHES &

Asset Sale

Greenfield Concession or Long]
Term Lease

Brownfield Concession or
Long-Term Lease

Multimodal Agreement {Public
Public Partnership)

Joint Development Agreement
(JDA - pre-development)®

Transit-Oriented Development
(TOD - post-development)®

Build-Own-Operate (BOO)

Build-Own-Operate-Transfer
(BOOT)

NN NN
NEEENEIENEIEN
"IN IR NE AN

N N N N R N N N N NN IR RN

Build-Transfer-Operate (BTO)

NN I NN AN IR AN
S T N N N N N N N I N N IR N AN
N N N N N N N NN

NN N N N N AN Y RN NN
N N N N N N N Y N NN

Build-Operate-Transfer (BOT)

Design-Build-Finance-Operate
(DBFO)

N N N N N N I N N IR N IR NN
RN N N N A N N N N NN

Design-Build-Cperate-Maintain
(DBOM)

Design-Build with Warranty

(DB-W)

Design-Build {DB)

Construction Manager at Risk v
(CM@Risk)

Contract Maintenance \/ 1/

Traditional Design-Bid-Build
(DBB) v v

' Functional responsgibilties and risks noted with a « may be transferred in whole to the private partner or shared with the public sponsar, depending on the contract
* Refers to long-term risk of asset failure or physical obsolescence

* Refers to private developer portion of infrastructure
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Each partner to a PPP has a level of tolerance for risks and a capacity to manage certain types of
risks. Risk transfer to the partner best able to mange it is away to reduce the cost of the project
and improve its potential for success. The public sector istypically best equipped to manage
environmental, right-of-way acquisition, statutory/regulatory, and public acceptance risk factors.
The private sector istypically best equipped to manage construction cost, project delivery
timeframe, maintenance cost, latent defects and project quality risk factors. Other risk factors
are more difficult for either partner to manage and become part of the uncertainty that needs to
be accounted for in evaluating the PPP project by all parties to the partnership.*®

Exhibit 36 highlights the potential consequences of a number of these risk factors for members
of a PPP and suggests ways to mitigate these results.

Exhibit 36 — Consequences and Mitigation Strategiesfor PPP Project Risks

Risk Category Description Consequence Mitigation
Site Conditions Existing structures Additional Commission studies to
may be inadequate. construction investigate suitability of

Contamination of
Site,

costs and time
delays.

site and structures,
Private sector to

Needed approvals Clean up costs. incorporate risk by

may not be refurbishment during

obtained. construction phase.
Design, Facility incapable Increasein Seek reputable
Construction and of delivering at the recurrent costs, constructors with strong

I mplementation
Risk

anticipated costs.

delays.

financial credentials.

Physical or Delayed/lost Private party may pass

operational revenue, risk to builder/architects

implementation while maintaining

tests cannot be primary liability.

completed. Link payments to
progress.

Financial Interest raterisk. Increased Interest rate hedging.
Financing project cost. Financial due diligence.
unavailable. Non- ' Bank/capital guarantees
Contingent funding completion of from companies and
requirements. construction. directors.

'* Global Toll Road Rating Guidelines. Project Finance, Criteria Report. Fitch Ratings, New York City, NY, September 12, 2006.
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Exhibit 36 — Consequences and Mitigation Strategies for PPP Project Risks - continued

Risk Category Description Consequence Mitigation

Operating Inputs, Increasein Long-term supply contracts
mai ntenance may operating where quality/quantity can
yield higher costs. Costs. be assured.
Changesto Adverse Upfront specification by
government effects on public sponsoring agency.
requirements with quality and
respect to facility service
operations. delivery.

Market Fluctuationsin Lower Private operator to seek an
economic activity revenues. availability payment
on demand. Diminution in element to minimize
Competition, real returns to impact on risk premium.
demographic the private Review likely competition
change and party. for service and barriersto
inflation. entry.

Legidative Additional Further change Private sector to anticipate
approvals required in business requirements.
during thg course operation may Public sponsor to monitor
of the project . be prevented. and limit changes which
cannot be obtained. Increasein may yield adverse results.
Changes in.Iaws operating gosts Foster public, political, and
and regulation. by complying institutional

with new laws.

understanding/support

Asset Owner ship Loss of the facility Loss of Provide private partner cure
upon premature investment of rights to remedy defaults.
termination of private party Public sponsor may pay for
lease or other Possible project value on a cost to
project contracts sarvice complete basis if
upon breach and disruption as termination occurs pre-
without adequate additional completion.
pe'lyment. _ capital costs | mpose maintenance and
Different residual incurred to refurbishment obligations
valueto that upgrade the on the private party.
originally asset to the .
calculated. agreed value Secure services of a

_ and useful life. reputable mai ntenance

Loss of public contractor, with strong

control over asset, Public outcry financial credentials.

toll rates, and the and political

public interest. backlash that Contract dlearly states
may lead to responsi bilities pf public
termination of _and private parties,
the contract. |ncIL_Jd| ng toll rates and

service standards.
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7. DOMESTIC AND GLOBAL USE OF TRANSPORTATION PPPs

This section places the relative use of PPP approaches to deliver surface transportation projects
in the United States in the context of the global experience of using PPPs in other countries over
the past 20 years. The section also highlights the domestic and international capabilities of
project development and infrastructure finance companies to support various PPP approaches to
transportation project delivery.

USE OF PPPs FOR U.S. ROAD-RELATED PROJECTS

Between 1985 and 2004, there were 62 PPP road projects planned and funded in the United
States representing $42 billion. Exhibit 37 shows the distribution of PPP road-related projects by
facility type over that 20-year period. Exhibit 38 shows the distribution of PPP road-related
projects by contract approach over the same 20-year period.

The key results shown in Exhibits 37 and 38 on the next page are listed below:

Most of the U.S. road projects were for toll and non-toll highways, representing 44
percent and 39 percent of the total number of projects, respectively.

In terms of project costs, the largest type of PPP road project was toll highway,
representing 62 percent of total cost.

Non-toll highway projects accounted for only 19 percent of total cost, sincetoll highway
projects are often much larger than their non-toll highway counterparts.

At just over $900 million each, toll highway projects were about three times the cost of
non-toll highway projects in the PPP project database

Most of the U.S. road projectsinvolved DB and DBOM contracts with DB the largest
contract type at 40 percent of the projects and 34 percent of the costs. These PPP
contracts included both toll highway and non-toll highway projects.

While DBOM projects represented only 16 percent of the total number of PPP projects
planned and funded in the U.S., they amounted to 37 percent of thetotal costs. Thiswas
because DBOM projects, at $1.6 billion each, are about three times the size of their DB
counterparts, with contract terms of up to 20-30 years.

The third most frequently used contracting method was Management Contract at 15
percent. These were relatively small non-toll highway projects in terms of cost, which
was reflected by the small percentage (1 percent) of total costs accounted for by
Management Contract projects, whose terms were typically from 5-7 years.

While there were fewer Concession and DBFO contracts in the U.S,, their average cost
was significantly higher than their DB counterparts, particularly Concession contracts at
about $1.3 hillion each.

Globally, the United States has had the vast majority of the DB and Management Contract road
projects. While not extensively used in any region, BOO was also used more in the U.S. than
elsewhere, particularly for small projects involving toll bridges.
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Exhibit 37 — U.S. Road, Bridge, and Tunnel PPPsby Facility Type®
(62 Planned & Funded Projectsin the U.S. worth $42 Billion between 1985-2004)

Number of PPP Projects by Facility Type Percent of PPP Project Costs by Facility Type
Toll Bridges &

Toll Tunnels, 1, Toll Bridges Toll Tunnels ~ Tunnels Non-Toll
/ & Tunnels, 1 10% 2% Highways
19%

Toll Bridges, 81\

Non-Toll Toll Bridges
Highways 8%
24

Toll
Highways Toll Highways
28 60%

Exhibit 38 — U.S. Road, Bridge, and Tunnel PPPsby Contract Type™
(62 Planned & Funded Projectsin the U.S. worth $42 Billion between 1985-2004)

Number of PPP Projects by Contract Type Percent of PPP Project Costs by Contract Type

Concession, 6 Management

Management ) Contract

Contract 1% :
9 / Concession

’\"' __-DBFO, 2 18%

DBFO

0
—DBOM, 10 s

— BOO

-

2%

BOT/BTO
4%

* AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005.

* AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005.
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The growth in PPPsin the U.S. is most evident in the past 2 years, when:

58 PPP road projects were planned or funded, versus 42 projects in the prior 20 years,
and

$54.3 billion in PPP road projects were planned and/or funded, versus $42.2 billion in
PPP road projects during the entire prior 20 years.

Other evidence of the growth of PPP projects is found in increased number of proposed toll
projects, currently totally 58 toll projects valued at $85 billion. This compares to only 16 toll
projects valued at $19 billion just two years ago. Most of thesetoll road projects are structured
as concession arrangements, while other are proposed simply as design-build projects.™

COMPARATIVE USE OF PPPs FOR U.S. HIGHWAY AND TRANSIT PROJECTS

There have been 44 highway projects and 12 transit projects approved and/or completed since
1991that have used some type of PPP arrangement to expedite the financing and delivery of
these projects, as shown in Exhibit 39 below.

Exhibit 39 - Major Highway and Transit PPP Projects since 1991

. *States with PPP projects over $53 million with Notice to Proceed by 1991

. Number of major highway capital projects delivered as PPPs by state

HT Number of major transit capital projects delivered as PPPs by state

Source: Public Works Financing Newsletter, Volume 214, March 2007, pp. 14 and 15.

% public Works Financing Newsletter, Volume 209, October 2006, p. 4.
Transportation PPP User Guidebook 61 Domestic and Global PPPs




Exhibit 40 shows the types of PPP arrangements used for highway and transit projects delivered
as PPPs since 1991. Both highway and transit PPP projects have been primarily design-build
projects, with concession projects the second highest category of PPP for highways and DBOM
the second highest category of PPP for transit.

Exhibit 40 — Use of PPPsfor Major Highway and Transit Projects since 1991*

Major Highway PPP Projects Since 1991 Major Transit PPP Projects Since 1991
(44 Projects) (12 projects)

BOT, 1 Concession, 6

BOT,1

DBM, 1 DBFO, 1
DBFO, 2

DBF, 3

DBOM, 3

Major Highway PPP Project Costs Since 1991
(Total: $22,431 Million) Major Transit PPP Costs Since 1991

(Total: $7,384 Million)

Concession
35% DBFO
5%

BOT
9%

DB
54%
BOT
0%
DBM pBFO
6% 29

3%
43%

* Projects over $53 million with Notice to Proceed by 1991
Sources: Public Works Financing — Volume 211. December 2006, pp. 14-15.

The 12 major transit-related PPP projects alluded to in Exhibit 40 represent an investment of
$9.9 hillion and include the following breakdown of PPP delivery approaches. eight DB projects,
three DBOM projects; and one DBFO project.

According to the FTA New Starts Program Office, 28 percent of the costs of major transit capital
projects approved under the New Starts program have or are being delivered as PPPs since 2000.
This percentage is expected to grow with the encouragement and support of the Federal Transit
Adminigration, which recently initiated a PPP Pilot Program to help fund up to three New Starts
projectsthat involve asignificant use of the private sector through a PPP arrangement to move
large-scale capital projects forward."’

7 Federal Transit Administration, Docket No: FTA-2006-23697, Public-Private Partnership Pilot Program, 72 Fed. Reg. 2583
(January 19, 2007) (the “Pilot Program Notice”). The Pilot Program was authorized by section 3011 of the Safe, Accountable,
Flexible, Efficient Transportation Equity Act: A Legacy for Users (SAFETEA-LU), Public Law 109-59, 119 Stat. 1144 et seq. (2005).
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FUTURE USE OF PPPsFOR U.S. SURFACE TRANSPORTATION PROJECTS

A number of factorswill influence the extent to which PPPs will be part of the solution of
addressing the fiscal and service delivery challenges facing surface transportation sponsors in the
future. These include the following:

Lack of robust tax-based Transportation Trust Fund will encourage more PPPs by states,

PPPs’ potential to deliver projects faster and cheaper, with quicker accessto capital
markets and new technology; and

While PPPs can leverage scarce public resources and improve the efficiency of project
delivery and operations, alternative funding sources will be needed to meet the needs.

The PPP market is estimated to grow significantly over the next 10 years as traditional
transportation funding sources are expected to become scarcer. The primary types of PPPs for
delivering surface transportation projects in the U.S. are expected to be:

DB - medium to large new or reconstructed highways; transit facilities
DBOM - new tolled or non-tolled roads; transit facilities

DBFO - primarily new toll roads

Concession - primarily existing and new toll roads

Joint Development Agreement - new highways and transit facilities

It is projected that up to $40 billion in surface transportation concession projects could be
awarded in the U.S. during the next few years.’® By the end of 20086, there were at least 74
highway and transit projects in the U.S. being considered for development using the concession
approach, with the number of prospective projectsin the pipeline shown in Exhibit 41 by state.
Many of these are located in the states of Texas, Florida, Virginia, North Carolina, and Oregon.

Exhibit 41 — States with Existing and Pre-Award Concessions*
(figuresindicate total number of pre-award concessions as of November 2006)

N
SN Sy

[ States with existing concession projects

*Also includes Alaska (1)

o
[ESSS3] States with potential concession projects (number in pre-award stage in November 2006)

Sources: Infranews and Public Works Financing, Data valid through November 2006

'8 State of New Jersey Asset Evaluation Program - Phase 1 Report. UBS Investment Bank, November 15, 2006, p. 54.
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GLOBAL USE OF PPPsTO ADVANCE ROAD-RELATED PROJECTS

Major changes in the economic strength and relationships among nations have prompted many of
them to seek alternative ways to expedite the devel opment of transportation infrastructure to
improve regional accessibility and support their economic growth. Examples of this include:

Cresation of the European Union;

Breakup of the Soviet Union;

Reunification of eastern European nations with their western counterparts; and
Emergence of both China and India as major playersin the global economy.

The evolution of PPPs to rapidly meet these emerging needs has led to their refinement and
proliferation in type and number, with many more countries moving to establish the legal
authority to enter into PPPsto expedite financing and delivery of surface transportation projects
prompted by the changes noted above.

The use of public-private partnerships to develop transportation infrastructure is more
widespread in other parts of the world than in the United States. Exhibit 42 shows the dollar
value of road, bridge, and tunnel projects funded and/or delivered as PPPs between the years
1985 and 2004 for each major region of the world, including PPP projects in the U.S. as part of
the North Americaregion.

Exhibit 42 — Number and Value of Road-Related PPPs by Global Region®®

Total Planned & Funded Since 1985 | Total Funded & Completed by 10/04
Region

# % $Billion % # % $Billion %

Africa 14 2% $4.8 1% 7 2% $3.7 2%
Asia 137 21% $83.9 26% 72 20% $44.5 28%
Europe 205 31% $139.1 43% 91 25% $58.1 37%
Latin America 126 19% $26.2 8% 83 23% $18.9 12%
North America| 174 27% $70.8 22% 106 30% $32.2 20%
Total 656 100% $324.7 100% 359 100% $157.3 100%

Asreveded by Exhibit 42, Europe has been the leader in using PPP approaches to delivery road-
related infrastructure projects. Even with the U.S. transportation PPP projects included in the
totals for North America in this chart, North America has lagged behind both Europe and the
Asian continent in terms of budgeted PPP projects. However the North Americaregion has the
second largest number of PPP projects planned and funded, and the largest number funded and
completed from 1985 to 2004. However, these larger numbers are indicative of much smaller
PPP projects, including maintenance management contracts and smaller design-build contracts.

Exhibits 43 and 44 display the distribution of PPP road-related projects in other countries,
excluding U.S., by facility type and contract approach, respectively, between 1985 and 2004.

* AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005. Derived from Exhibit 4 on page 8.
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Over that 20-year period there were 539 PPP road projects planned and funded in other
countries, representing $282.5 billion in project costs. The majority of PPP projects in other
parts of the world have used the following delivery approaches: concession, BOT. and BTO.

Exhibit 43 — Global Road-Related PPPs by Facility Type, Excluding the U.S. %
(539 Planned & Funded Projects outside the U.S. worth $282.5 Billion between 1985-2004)

Number of PPP Projects by Facility Type Percent of PPP Project Costs by Facility Type

Toll Bridges &

Toll Bridges & Tunonels N
Tunnels, 5 Non-Tol 6% -
on-To
Toll Tunnels, 28 Toll Tunnels 7%

Highways, 56 9%

Toll Bridges, 61 Toll Bridges
11% A
Toll Highways

Toll Highways, 67%
389

Exhibit 44 — Global Road-Related PPPs by Contract Type, Excluding the U.S.#
(539 Planned & Funded Projects outside the U.S. worth $282.5 Billion between 1985-2004)

Number of PPP Projects by Contract Type Percent of PPP Project Costs by Contract Type

Management

Contract, 3 Management

Contract
DB, 16\ Concession

DB
. 0%
Concession 10%
BOO, 34 b~ 42%

239 a00 /
BOT/BTO / -

178

BOT/BTO
30%

DBOM, 39 —
DBFO, 61

% AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005.

2 AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005.
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On the following page, Exhibit 45 shows the breakdown of road-related projects by global region
and PPP contract type, excluding PPP projects in the U.S. to more clearly show the distinction
between PPP use in other countries and in the U.S. (shown earlier in Exhibit 38). According to
Exhibit 45, the regions which have investing the most in PPP contracts for road-related projects
are Europeand Asia. Interms of average project cost, PPP road projects in the United States
were about the same size as in Europe and Asia & Far East at about $670-690 million. By
contragt, there was much greater use of concession and BOT/BOT contracting to deliver road
projects worldwide, excluding the United States. Thisis particularly the case in Europe, Asia,
Latin America, and Caribbean.

CAPABILITIESTO SUPPORT TRANSPORTATION PROJECT PPPs

The capabilities to develop and implement PPP projects exist in both the United States and in
numerous other countries to varying degrees, depending on the type of PPP approach being
considered. Many nations overseas have been developing, refining, and applying these
approaches for aimost two decades due to an acute lack of public funding to meeting the
expanding economic and population growth of these nations, and greater demand for personal
mobility and commercial accessibility. Thisis demonstrated by the larger budgets of road-
related projects overseas ($282 billion) versus the U.S. ($42 hillion) over the past 20 years.?

Domestic and International PPP Project Delivery Firms

Asareault, international capabilities in developing and applying innovative financing,
contracting, and project delivery approaches to surface transportation projects have grown
significantly, particularly in such countries as England, Spain, France, and Australia. Exhibit 46
demonstrates the greater extent of international involvement in PPP projects compared to U.S.-
based firms. However, the number of U.S.-based firms entering the PPP market for design,
construction, finance, operations, and maintenance are growing as more surface transportation
agenciesturn to PPP project delivery approachesto leverage their limited transportation funds.

The use of public-private partnerships for surface transportation project delivery in the United
Statesis still in its early, formative stages. For the past 15 years, state transportation agenciesin
the United States have been experimenting and using alternative project delivery approaches that
involve the private sector to greater degrees. Much of this activity has involved the DB approach
to project delivery, with agrowing number of mai ntenance management contracts and more
recently concession arrangements, as shown earlier in Exhibit 40. The use of these alternative
project delivery approaches at the state level has been facilitated by two programs sponsored by
the FHWA, called SEP-14 and SEP-15.

Special Experimental Project Number 14 (SEP-14) was authorized in 1990 to enable state
transportation agencies to test innovative contracting approaches to assess their effects on project
costs, duration, and quality. Among the project contracting approaches considered were cost-
plus-time bidding, lane rental, DB contracting, warranty clauses, include indefinite-
delivery/indefinite-quantity (IDIQ) contracts, aternative pavement type bidding, no excuse
bonuses, lump sum bidding, price/qualifications bidding, quality incentives, warrantees and
guarantees, system integrator contracts, and performance-based specifications. The main PPP
approach tested by 38 states under this program was DB contracting.

22 AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005.
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Exhibit 45 - Road-Related Projects Planned or Completed by Global Region and PPP

Contract Type, Excluding the U.S. — 1985 through 2004

Region Contract Type Number Percent $ Billion Percent
Africa & Middle
East Concession 1 8% $0.0 1%
DBFO 3 25% $1.6 33%
DBOM 2 17% $1.5 32%
BOT/BTO 5 42% $1.5 31%
BOO 1 8% $0.2 3%
DB 0 0% $0.0 0%
Mgt Contract 0 0% $0.0 0%
Subtotal 12 100% $4.8 100%
Asia & Far East |Concession 49 40% $21.8 26%
DBFO 5 4% $9.8 12%
DBOM 2 2% $0.2 0%
BOT/BTO 61 50% $34.9 42%
BOO 1 1% $0.1 0%
DB 4 3% $15.8 19%
Mgt Contract 0 0% $0.0 0%
Subtotal 122 100% $82.5 100%
Europe Concession 69 34% $61.7 45%
DBFO 45 22% $18.3 13%
DBOM 26 13% $14.6 11%
BOT/BTO 53 26% $31.4 23%
BOO 1 0% $0.9 1%
DB 4 2% $10.6 8%
Mgt Contract 3 1% $0.9 1%
Subtotal 201 100% $138.4 100%
Latin America &
Caribbean Concession 45 44% $11.6 44%
DBFO 3 3% $0.7 3%
DBOM 5 5% $1.7 7%
BOT/BTO 50 49% $12.4 47%
BOO 0 0% $0.0 0%
DB 0 0% $0.0 0%
Mgt Contract 0 0% $0.0 0%
Subtotal 103 100% $26.4 100%
North America |Concession 75 74% $21.6 71%
(excluding U.S.) |DBFO 5 5% $1.1 4%
DBOM 4 4% $2.1 7%
BOT/BTO 9 9% $2.7 9%
BOO 0 0% $0.0 0%
DB 8 8% $2.8 9%
Mgt Contract 0 0% $0.0 0%
Subtotal 101 100% $30.3 100%
Worldwide Concession 239 44% $116.6 41%
(excluding U.S.) |DBFO 61 11% $31.5 11%
DBOM 39 7% $20.1 7%
BOT/BTO 178 33% $82.9 29%
BOO 3 1% $1.2 0%
DB 16 3% $29.2 10%
Mgt. Contract 3 1% $0.9 0%
Total 539 100% $282.5 100%

% AECOM Consult, Inc. “Synthesis of Public-Private Partnership Projects for Roads, Bridges & Tunnels from Around the World —
1985-2004", prepared at the request of the Federal Highway Administration, August 30, 2005. Exhibit 13 on page 20.
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Exhibit 46 — Top National and International Transportation Developer s as of 2006

Number of Concessions/PPP Projects by Company
Projects Under Construction/Operating* Active Project Proposals

MIG/Macquarie Bank (Australia) 51* 14 Bilfinger Berger (Germany) 8* 9
ACS Dragados/Iridium (Spain) 45 22 Siemens (Germany) 8* 8
Ferrovial/Cintra (Spain) 44* 34 Caja Madrid (Spain) 8* 0
Sacyr Vallehermoso (Spain) 29* 19 Bechtel (US) 7 5
FCC (Spain) 27 20 Balfour Beatty (UK) 7* 5
Abertis/La Caixa (Spain) 24* 2 KBR Brown & Root (US) * 3
Vinci/Cofiroute (France) 21* 26 BRISA (Portugal) 7* 3
Hochtief (Germany) 19* 16 Skanska (Sweden) 6* 10
OHL (Spain) 17+ 10 Impregilo (ltaly) 6* 4
Cheung Kong Infrastructure 17+ 4 New World Infrastructure (China) 6* 2
Laing/Equion (UK) 15* 2 Alfred McAlpine (UK) 6*
Acciona/Necso (Spain) 14* 18 Fluor (US) 5% 17
Alstom (France) 13* 6 Bombardier (Canada) 5*
EGIS Projects (France) 13* 10 Carillion (UK) 5*
Andrade Gutierrez (Brazil) 10* 6 AMEY (UK) 5*
AMEC (UK) o* 6 Strabag (Germany) 5* 14
Bouygues (France) 8* 22 Transurban (Australia) 4* 7

* Road, bridge, tunnel, rail, port, airport concessions over $50m capital put ABB (Switzerland) o

under construction/operation since 1985. Source: 2006 PWF database.

Special Experiment Project Number 15 (SEP-15) was authorized in 2004 to expand the number
of functions for which alternative approaches can be tested to expedite projects and leverage
scarce public resources through expanded opportunities for PPPs. In addition to aternative
contracting approaches, SEP-15 permits the testing of innovative approaches to finance,
planning, environmental clearance, and right-of-way acquisition for designated projects. This
new SEP-15 program expands on SEP-14 by enabling state and local highway project sponsors
to test acombination of innovative approaches to different aspects of a project to optimize the
effects on project cost, duration, and quality.

Domestic and I nternational I nfrastructure Funds

In addition to project delivery capabilities for PPP projects, there have emerged in recent years a
number of domestic infrastructure funds sponsored by major financial companiesin the U.S. that
are seeking to compete with the major infrastructure funds sponsored by international financial
companies. These U.S.-based financial companies are actively pursuing opportunitiesto help
finance PPP infrastructure projects, particularly in the emerging transportation sector of the
market.

Exhibit 47 lists the mgjor U.S. financial companies involved in financing transportation
infrastructurein the U.S., aswell as the many international finance companies, many of which
are also interested in the U.S. transportation infrastructure market.
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Exhibit 47 — Partial List of U.S. and International Companies Financing
Transportation Infrastructure

U.S. Finance Companies International Finance Companies

e Goldman Sachs (US) ®* Babcock & Brown (AU)

* Citigroup and Blackstone (US) * Hastings Fund Management (AU)

* GE & Credit Suisse First Boston (US)| * MIG/Macquarie Bank (AU)
* Morgan Stanley (US) * DRIVE - Transurban (AU)

¢ Carlyle Infrastructure Group (US) * HSBC !nvestment Bank (Asia)
* JP Morgan Chase (US) e Borealis Infrastructure Fund (CAN)

e Lehman Brothers (US) e Ontario Teachers Fund (CAN)

* Galaxy Fund (France)

¢ Deutsche Bank (Germany)

e Fondo ltaliano (Italy)

e Japan Bank for Intl. Coop. (Japan)
e Star Capital Investors (UK)

e Meridiam Infrastructure Fund (UK)
¢ Innisfree (UK)

Source: Public Works Financing Newsletter, Volume 213, February 2007, p. 5.

These fundstap a variety of institutional investors and well as individual investors through
mutual funds, large pension funds, and insurance funds. It is estimated that the purchasing
power of just 10 of the largest international infrastructure funds is about $200 billion.

Asthe financia community recognizes the opportunities presented by investing in U.S.-based
surface transportation infrastructure and additional transportation infrastructure funds get
established, particularly those that tap the long-term institutional pension and insurance funds,
the available funds for investment are expected to grow significantly. While there remain legal
and ingtitutional challengesto PPP projects in this country, the financial outlook is very bright
for surface transportation PPP projectsin the U.S., provided the following conditions are met:

Public understanding and support;

Political support and visible champion(s);

Institutional support;

Broad legal authority to apply PPPs to develop/finance surface transportation projects,
Adequate funding sources committed to the project; and

Capable public agency staff to administer the PPP project and competitive private
provider firmsto delivery the project most cost-effectively in a cooperative spirit of
partnership.
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8. LESSONS LEARNED FROM TRANSPORTATION PPP PROJECTS

This section provides a summary of the key |essons learned regarding the application of PPP
approachesto develop, finance, and/or operate and maintain surface transportation infrastructure.
This includes critical factors required for successful PPP project development and key
ingredients for successful PPP project implementation. Also included is a synthesis of the major
lessons learned from a variety of PPP projects developed in the United States over the past ten
years and PPP projects developed in other countries over the past twenty years.

CRITICAL SUCCESS FACTORS FOR PPP PROJECT DEVELOPMENT AND
IMPLEMENTATION

Numerous case studies and cameos were prepared of surface transportation PPP projects
developed inthe U.S. and in other countries as part of the overall study effort that produced this
document. Each case study describes a PPP project in terms of its background, partnership
arrangement, private and public partner roles and responsibilities, funding sources and financial
arrangements, impediments incurred during the development and implementation of the project,
strategies used to overcome them, and project results when compl eted.

These case studies and cameos provide useful insights into the variety of transportation projects
that can be developed using PPP approaches and the variety of issues that can affect their
potential for successful implementation. Appendix A provides a summary of the implications of
asampling of PPP projects developed in the United States in the past decade, based on the case
studies and cameos contained in the companion report on U.S. PPP projects. Appendix A also
provides a summary of implications of PPP projects developed in other countries over alonger
timeframe, based on the case studies contained in the companion report on International PPP
Projects.

The contents of Appendix A reveal the wide range of project results of using different PPP
approaches and the importance of tailoring the project delivery approach to the project and its
public—political—lega-institutional context. Exhibits 48 and 49 illustrate a number of the PPP
projects documented in the companion case study reports from the U.S. and other countries,
respectively. Exhibit 50 summarizes the critical success factors for transportation PPPs derived
fromthe U.S. and international case studies and cameos documented in these reports.

Based on the lessons learned from prior PPP projectsin the U.S. and other countries with more
experience in using PPP approaches for transportation infrastructure delivery, Exhibit 51
summarizes the key ingredients to a successful PPP implementation.

LESSONS LEARNED FROM U.S. AND INTERNATIONAL TRANSPORTATION PPP
PROJECTS

Exhibit 52 summarizes the key lessons learned from the domestic and international case studies
and cameos of transportation PPP projects. These summaries offer relevant insights for domestic
sponsors and providers of transportation projectsin the U.S. asthey contemplate using various
PPP approaches to expedite a needed transportation improvement project or improve the cost-
effectiveness of atransportation facility that is under active development or already
implemented.
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Exhibit 48 — Illustrations of Selected PPP Projects from the U.S.

T-REX |-25 Corridor Expansion

Chicago Skyway Concession L ease

Location: Chicago, lllinois, United States

- i

Location: Southern California

Central Texas Turnpike

Location: Central Texas, United States

Westpark All Electronic Tollway

B N

Location: Houston, Texas, United States

Carolina Bays Par kway

Location: Myrtle Beach, South Carolina
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Exhibit 48 — Illustrations of Selected PPP Projects from the U.S. - continued

T

Route 28 | nter change Expansion 17* Street Bridge over | -75/85

Location: Atlanta, Georgia, United States

Conroy Bridge Interchange at 1-4

Location: Orlando, Florida, United States

Tren Urbano Rail System Project

gn -Build

‘_h.. ' »

Location: Austin, Texas, United States

Location: San Juan, Puerto Rico

Transportation PPP User Guidebook 72 Lessons Learned from PPPs



Exhibit 49 — lllustrations of Selected PPP Projects from Other Countries

Brisbane Inner City Bypass

Location: Brisbane, Queensland, Australia

Trans-Israel Toll Highway 6

S

QE2 - Dartford Bridge

Location: Dartford, United Kingdom

Location: Bristol, United Kingdom

Rion-Antirion Bridge

e 0 "y - ars

Location: Gulf of Corinth, Patras, Greece

Second Vivekananda Bridge

Location: Kolkata, India
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Exhibit 50 — Critical Success Factorsfor Transportation PPP Projects

Stakeholder consultation through regular meetings at both managerial and
technical levels

Active public involvement through public outreach and on-going communication

Political leader ship supporting the project and serving asa champion for
implementation

Secure public control of the infrastructure assets through continued public
ownership and PPP team accountability for project results consistent with the
contract terms

Limited complexity of PPP contract to ensure stakeholder under standing and
compliance

Well-defined legal authority for the public sector to enter into PPPs and apply
alternative methods of funding, financing, and delivering transportation
infrastructure

Financial viability under variousrisk factors managed by the appropriate
partner

Clear delineation and balance of project roles, responsibilities, and risks among
the PPP partners commensurate with their potential returns

Demonstrated transportation need (congestion relief, safety improvement,
improved accessibility, and travel time reliability) and public support among
stakeholder groups

Capable public and private sector partnerswith complementary interestsin the
project and a willingness to accommodate changing conditions and opportunities
consistent with the desired project outcomes and performance requirements

Adequate dedicated funding sources for the full term of the PPP contract

Environmental constructability to ensure the project can be cost-effectively built
without damaging the environment through context-sensitive design and value
engineering

Ample number of capable private sector firms and teamsto ensure competition in
a transparent procurement and selection process
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Exhibit 51 — Key Ingredientsto a Successful PPP Project | mplementation

Determine early on the relative scope and feasibility of the project.

Under stand the capabilities of the public sponsor to accomplish the project in a
timely manner and the potential advantages of a PPP arrangement.

Have public and private sector stakeholders collaborate and communicate with
each other from the start of project development, with specialized expertise
available as needed.

Enable each party to the PPP to beresponsible for those functionsit isbest able
to perform, resulting in the most cost-effective balance between public and
private sector responsibilities, risks, and rewards.

I nstitute an open, transparent, and fair process to solicit and evaluate PPP
proposals from private providersto ensure equal opportunity for all interested
bidders and select on the basis of best life-cycle value.

L ook for receptive partnerseager to build a successful long-term partnership
with compatible project objectivesthat reinfor ce each other.

Apply aflexible project delivery approach to a project with defined design
requirements, recognizing that all projects are unique and may require unique
approaches.

Have each party carefully analyze the project agreement language to ensure that
all project risks are understood, as well as how any risks will be mitigated and
which party isresponsible for such mitigation.

Have each party scrutinize the financial elements of any proposal and subsequent
contract, including risksfactors and responsibility for addressing financial
project risks, approachesto be used for cost management, and performance
monitoring and reporting methods and responsibilities.

K eep PPP projects moving forward by having both public and private
participants promptly work out issues and problemsas partnersand not as
adversaries.

Hold all partiesto the PPP accountable for the terms of the contract agreement,
while providing flexibility to accommodate changesin site conditions, project
scope, and enabling technology at or better performance results.

I nstitute an on-going project performance monitoring and reporting processto
ensur e project accountability by both public and private partners.
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Exhibit 52 — Lessons L earned from U.S. and I nternational PPP Projects

Unique situations often require unique solutions. Differencesin projectsand
their institutional environments make each project uniquein certain ways which
should be taken into consideration when structuring a PPP contract agreement.

Allow a flexible project development approach for projectsthat have demanding
design requirements to enable the private partner team to introduce innovative
design and construction techniques that control the cost and timing of the project.

This suggests the public agency partner not over design the project before bringing
the PPP team on board but instead takes the preliminary design process to the point
where the basic requirements of the project are defined so the PPP design team can
take it from there.

It also suggeststhat the PPP partners should work collaboratively and
congtructively in confronting obstacles that invariably arise during project
development with creative solutions, instead of playing the "blame game". This
requires trust among the members of the PPP.

Having championsfor a PPP project among top elected and appointed officialsis
essential to moving PPP projects forward in atimely and cost-effective manner,
especially in the early stages of environmental clearance, permitting, and
financing.

PPPs can benefit by combining multiple objectives that benefit numerous
stakeholders, beyond just the PPP members, such as economic development,
remediation of brownfield sites, congestion relief, and safety that providea" win-
win" solution set that enhances the chances of the project proceeding.

PPPs can bring together various stakeholdersin a project, some of which might
ordinarily serve asan adversary to a project but by being a party to the PPP or
the PPP development process from an early stage, might become advocates of the
project or at least have their opposition neutralized by having their concerns
addressed for the full term of the PPP agreement.

Transportation PPPsare more likely to survive the stresses of development and
implementation if the partners share a common vision of the project that
provides continuity and mutual commitment throughout these phases of project
delivery.

Other surface transportation facilities nearby a PPP-delivered facility may help
or hurt the success of the PPP arrangement depending on if these facilities
channedl additional traffic to the facility or compete with the facility for the same
customers.

Successful PPPs begin with a clear understanding of the respectiveroles,
responsibilities, risks, and returns each partner will assume during the terms of
the project contract agreements with each party held accountablefor delivering
according to the terms of the contract.
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Exhibit 52 — L essons Learned from U.S. and I nternational PPP Projects - continued

Member s of the PPP team should maintain a spirit of openness (transparency)
and cooperation throughout the project development and implementation
processes, soliciting inputs from and communicating with each other and key
stakeholders, including the general public. Thiswill help keep the project moving
asthe partieswork out issuesin a collaborative manner.

Risk management can be optimized by retaining a private sector project delivery
team with extensive experience and capabilitiesin delivering PPP projects that
meet the full termsof the contract.

The public agency project sponsor should take responsibility for the
environmental clearance and permitting processes, aswell as right-of-way
acquisition, particularly if the use of eminent domain or “quick take” approaches
isrequired to obtain needed parcelsfor the project.

Public agencies should develop clear criteria for privatizing their highway
infrastructure assets, such astransportation need, lack of available public
funding, need to expedite the project, environmental constructability, financial
viability, private sector interest and willing to assume certain project risksin
return for an acceptable return on their investment, and reasonable risksfor both
public and private members of the PPP.

Transparent solicitation and procurement processes provide equal opportunity
for participation in a proposed PPP project by interested private sector firmsor
teamsthrough comprehensive documentation of facility attributesand project
requirements.

Have qualified staff or consultants (legal, procurement, contract administration,
financial, traffic and revenue estimation, value engineering, project partnering,
and public outreach) participate in the development of the PPP contract
agreement and scrutinize the resulting agreement prior to contract execution to
mitigate project risks, position responsibility for project risks among the
partner(s) best able to manage them, and determine if the project remains
financially viable under areasonable range of project risks.

PPP partners should work collaboratively and constructively in confronting
obstaclesthat invariably arise during project development with creative
solutions, instead of playing the" blame game". Thisrequirestrust among the
member s of the PPP.

I nexperience by both public and private members of a PPP can lead to distrust
and a dysfunctional partnership, where the respective partiesrevert to their
traditional roles of public sponsor client and over seer tightly holding the private
designer and contractor to prescribed standards and specificationsin an
atmosphere of distrust.
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Exhibit 52 — L essons Learned from U.S. and I nternational PPP Projects - continued

Instead of resolving disputes amicably and having the private provider team
apply itsingenuity to cost-effectively address project issues asthey arise, the lack
of a mature partnership arrangement can result in areturn to frequent requests
for change orders, extra work orders, and claims against the project sponsor
agency for reimbursement of costsincurred due to unexpected conditions,
causing project delays and increased costs that should have been avoided under a
partnership arrangement.

The project sponsor agency should provide due diligence oversight throughout
the project development processto ensure all partners are upholding their
commitments and that the partnership can withstand variousrisk factors, such as
cost, traffic, revenue, and environmental risks.

The general public may be more accepting of paying tolls on bridges and tunnels
than highways.

PPPs are being used extensively by many countries around the world to deliver
surface transportation projects for which the sponsoring government or public
agency lacksthe financial resourcesto delivery the project in a reasonable
timeframe. Thisisespecially true for emerging nationsin Central and Eastern
Europe, Asia, and Latin/South America.
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9. CONCLUSIONS

This final section presents a brief synthesis of the key insights discussed in the prior sections
regarding public-private partnerships and their implications for leveraging the surface
transportation program in the United States. While listing the advantages and risk management
opportunities of PPPs, it also discusses concerns regarding the need to balance the public and
private interests underlying PPP project delivery and financing efforts.

GLOBAL USE OF ALTERNATIVE PROJECT DELIVERY METHODSLEADSTO
DOMESTIC APPLICATIONS

Transportation agencies around the world have long faced fiscal challenges caused by the gap
between the cogts of preserving and expanding highway infrastructure and available highway
program funding. In most other countries high motor fuel taxes are generally used for non-
transportation social programs. The lack of dedicated public funding sources for transportation
and the burdens placed on rail and highway infrastructure by a growing global economy
prompted transportation policymakers overseas, especially in Western Europe, to develop and
apply alternative ways to finance and deliver needed transportation infrastructure since the early
1990s. A number of countries in Europe and Asia have turned to the private sector for relief in
the form of contractua public-private partnerships.

In the United States, the public sector’s interest in PPPs has been stimulated by the widening gap
between the needs for improving and expanding our aging transportation systems and the scarce
public funding to address these needs. Facing increasing congestion, declining accessibility,
unreliable freight delivery, and obsolete facilities, transportation officias have begun to realize
traditional project delivery and financing approaches cannot come close to addressing these
needs. PPPs offer public sponsors of transportation projects the potential to expedite their
transportation programs and leverage scarce public resources by accessing private sector best
practices, new technology, and capital markets to deliver and operate transportation facilities in a
more timely and cost-effective manner. With the U.S. Department of Transportation and its
surface transportation administrations encouraging state and local transportation agencies to
consider the selective use of PPP approaches to expedite urgent transportation projects, there is
significant opportunity for these agenciesto add PPPsto their project delivery options.

PUBLIC-PRIVATE PARTNERSHIP APPROACHESLEVERAGE SCARCE PUBLIC
RESOURCES

Public-private partnerships enable public sponsors of transportation projects to enlist the
resources and capabilities of the private sector in the performance of certain functions that were
previously handled by the public sector. This can range from contracted services like
maintenance to full financing, development, operations, and preservation over the service life of
the asset. The variety of PPP approaches continues to evolve and offers increasing choices to
better enable state and local transportation agencies to responsibly fulfill their missions. Though
not appropriate for all projects, PPPs can benefit many projects, particularly large-scale projects
which would not otherwise be able to move forward for many years under traditional financing
and delivery approaches.

Exhibit 53 illustrates the critical inputs and desired outcomes for transportation projects
delivered through a PPP.
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Exhibit 53 — Critical Inputs and Desred Outcomes of Transportation PPPs

Escalating \
Costs of
Large Relative Roles,
Projects Responsibilities, Risks,
and Returns

Scarcity of
Public

. Cost-
Funding and Effv:cftive
Resources Public-Private and Timely
3 Project
Legal and Partnership Deli\’/ery
Regulatory Arrangement Operation
Authority to and ,
Do PPPs I Preservation

Political, Availability of
Agency, and Competent Competitive
Third-Party - Private Providers

Support for
PPP Project j

PPP PROGRAM AND PROJECT DEVELOPMENT STEPS AND CRITICAL SUCCESS
FACTORS

Establishing a sustainable PPP program staffed with the appropriate specialized resources
capable of developing, negotiating, and administering various PPP approaches is an essential
prerequisite for successfully developing and implementing a PPP project. The experience of
state and local transportation agencies with functioning PPP programs and projects can be quite
useful to other public agencies beginning to consider applying PPP approaches to their work
programs. Exhibit 54 provides flowcharts showing the basic steps state and local transportation
agencies should use to develop and implement PPP programs and individual PPP projects.

In developing PPP programs and applying PPP approaches to transportation projects, the
following factorslisted in priority order are critical to the success of the resulting projects:

1. Public and market support for the project and the proposed delivery approach based
on demonstrated transportation needs,

2. Poalitical support from elected officials, including one or more project champions,

3. Legal authority through established statutes that permit the application of PPPs to
transportation projects;

4. Institutional cooperation from sponsoring agencies lacking the resources (staff,
technical, financial) to deliver large and/or complex projectsin atimely manner;

5. Adequate funding potential from tolls, availability payments, or economic
development;

6. Competitive private sector resources with alevel playing field for bidding teams; and

7. Strong partner relationships during contract term based on competence and trust
among the member s of a PPP.
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Exhibit 54 — PPP Program and Project Development Flowcharts

Steps in Developing a PPP Program

1. Establish
Institutional
Context for
PPP Program 3. Define 4. Develop
Potential Range ) TR
of Public and Capabilities 5. Determine
. to Develop :
Private - dM - Procurement
Responsibilities, an anage Approach
2. Determine Risks, and PPP
Statutory and Returns PR
Regulatory
Authority for
PPP
Approaches
Steps in Developing a PPP Project
1. Perform
Preliminary
Project S Bl 2. Solici
Plannin . Explore . Solicit ;
2 Potential for Proposals 5. Select sngslfﬁ?tlhsrg
Private from Short- Best Value
I Provider ‘ List of ‘ Vel Vg - ArrarTg:ment
_ Interest in Prospective Transparent with Contract
2. Establish the Project Private Process T
Eligibility of as a PPP Providers il
Project for
PPP Status

In developing transportation projects using PPP approaches, the following concerns must be
fully considered and addressed throughout the project development and implementation phases.

Public interest concerns;

Public perception issues,

Transportation network interoperability concerns; and

Capability of the sponsoring agency to properly administer a PPP project through:
- Procurement and selection;

- Contract development and negotiation; and

- Contract administration and performance reporting.
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BENEFITSAND RISKSFOR PUBLIC SPONSORS AND PRIVATE PROVIDERS OF
PPP PROJECTS

If properly developed and executed, PPP projects offer the following types of potential benefits
to sponsors of transportation infrastructure projects:

Additional resource capability and capacity;

Accelerated project delivery;

Reduced costs and increased efficiency;

Risk transfer or sharing with private provider team,;

Quicker access to new technology and innovative techniques; and

Increased ability to hold project delivery team accountable for project performance.

Exhibit 55 arrays the potential benefits and risks to the public sponsor and private partner,
respectively. This exhibit shows the complementary nature of the potential advantages of using
PPP approaches. It also shows to which partner the various project risks are likely to be most
sensitive.

Exhibit 55 — Potential Benefits and Risks of PPP Approaches by Partner

Potential Benefits to Public Sponsor

Reduced financial constraints/increased
financial capacity

Expedited project initiation and faster
delivery

Access to innovative techniques and
specialized expertise

Integration of project development and
delivery with life-cycle cost incentives

Greater choices in project approaches
Increased competition and accountability

Risk transfer to entity better able to
manage

Potential Risks to Public Sponsor

Transaction/administrative costs to
procure and monitor PPPs

Taxation constraints
Moral hazard

Control over transportation assets and
toll rates

Public acceptance

Compensation and termination clauses
Environmental/archeological clearance
Permitting costs

Right-of-way costs

Potential Benefits to Private Partner
Higher rate of return compared to
conventional project delivery approach
Greater control over
assets/operation/user fees
Lower life-cycle costs

Increased revenues from financial
transactions

Opportunity to apply best practices and
new technology to increase productivity
and meet performance standards at
lowest life-cycle costs

Opportunity for value capture from direct
users and indirect beneficiaries

Potential Risks to Private Partner
Change in law

Economic shifts

Public acceptance/protectionism
Currency/foreign exchange

Political support/stability

Moral hazard

Project development/maintenance costs
Project delivery schedule

Financial feasibility/traffic & revenue levels
Liability for latent defects

Prohibition against non-compete clauses
Compensation/termination clauses
Transparency requirements
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Experience from other countries which have long used PPPs for transportation infrastructure
projects shows that the structure and delivery methods selected are highly dependent on the
following features:

Enabling statutes and regulations,
The capabilities of all members of the PPP to execute their roles and responsibilities;

Flexibility and a proactive approach to identifying and resolving issues that arise during
the project planning, development, and implementation phases;

Underlying taxation arrangements that may lower the cost of the project; and
The ability of capital markets to deliver financing structured to suit each PPP project.

The case studies and cameos contained in the two companion reports illustrate how significantly
these issues can vary and therefore should be addressed on a project-by-project basis.
Particularly important are potential risks arising:

When state or local transportation agencies attempt to implement PPPs for the first time;
Where legal authority to use PPP approachesis not clearly defined; or
There is strong political, community, or institutional opposition.

NEED FOR OBJECTIVE COMPARISON OF PPP ADVANTAGESAND LIMITATIONS

Asdemonstrated in certain case studies, increased involvement by the private sector may not by
itself prevent a project from experiencing difficulties that result in higher costs and/or schedule
delays. Various circumstances may cause projects to experience problems beyond the ability of
the private development team to mitigate or eliminate. Thisiswhy acareful analysis of potential
risk factors should be performed before a public sponsor and a private delivery team enter into a
PPP arrangement, particularly where there are significant externalities or complexities to the
project. Therefore prospective partnersto a PPP should consider the following in assessing
whether to proceed with a particular PPP approach:

While the involvement of the private sector in atransportation capital project and its
operations can help improve the cost-effectiveness and timeliness of project delivery and
provide other benefits in terms of risk transfer and access to financial markets, it isnot a
guarantee of successful delivery or financial self-sufficiency.

While the involvement of the private sector can enhance the prospects for agood project
to be successfully delivered within budget and schedule limitations, greater involvement
by the private sector may not make a project of dubious feasibility automatically become
feasible. However greater involvement by the private sector may help a marginal project
become more feasible and a good project even better through the application of cost-
effective practices, use of the latest technology, and access to affordable financial
strategies and capital markets.

PPPs are not a grategy for turning bad projects into viable projects just because the
private sector isinvolved to a greater extent, except in those cases where the private
sector can gain significant value capture benefits that lower the public sponsor’s
responsibilities for funding project capital and O&M costs.
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The private sector, like the public sponsor, is subject to ridership, development, and
revenue risks. Projections of material prices, ridership, revenues, and development
activity are subject to future events or changing conditions that could affect these
estimates. The assumptions upon which traffic and revenue projections are based are
often beyond the control of either the private or public sectors. However, the private
provider team may be able to better manage and withstand the consequences of these
risks based on their prior experience and the depth and skills of their resources.

The private sector can misjudge the feasibility of transportation projects delivered
through a particular PPP approach given the many factors that can influence project
results and the provider team’s ability to fulfill its contractual obligations in a cost-
effective and timely manner. However, the private sector has greater incentive to apply
due diligence and risk management techniques to identify and minimize the potential for
these kinds of challenges, particularly when the private sector partner has an equity
position in financing the project which is at risk if the project does not achieve certain
performance requirements.

A review of the available literature and the results of the case studies included in the companion
reports to this guidebook indicates that the number of successful PPP transportation projectsis
much larger than the number of projects involving the private sector which have experienced
difficulties, often for reasons not related to the increased involvement by the private sector. In
many cases the involvement by private sector partners reduced the extent and consequences of
these difficulties.

With many PPP approaches available, the kind of private sector involvement can vary by
function, service, project, and agency. Some partnership approaches may not be appropriate or
beneficia in certain cases while in other instances a PPP can turn atroubled project into a
success. The essence of a PPP isthat it is based on atrue partnership, where both the public
sponsor and private delivery team are involved in ways that maximize their contributionsto the
project based on their respective capabilities. While not a panacea for the fiscal, staffing, and
technological shortagesfacing state and local transportation agencies, PPPs can provide
additional resourcesto the provision of transportation infrastructure and services. Asaresult, the
number of state and local transportation agencies sponsoring PPP projects is rapidly growing,
while the domestic financial investment community has begun to seize the opportunities
associated with this emerging market for transportation infrastructure financing.

OVERCOMING UNCERTAINTY OF PPPsWHILE BALANCING PUBLIC AND
PRIVATE INTERESTS

PPPs are new to many state and local governments in this country. Consequently thereis
considerable uncertainty about using these alternative approaches that rely more heavily on the
private sector than in the past, when there was a clear distinction in responsibilities between the
sponsor/owner agency and the private firmsthat performed final design or construction services.
Therefore it is important to emphasize that PPPs involve a sharing of project responsibilities and
risks between public owners of transportation facilities and their private sector partners— not an
abdication of public authority over or responsibility for these important infrastructure assets.
Arriving at an appropriate sharing of responsibilities, risks, and rewards with the private sector
through a contractual partnership poses both a challenge and opportunity for public agencies
seeking to rebuild and expedite their transportation programs. It is only through continuous
contract administration that state and local transportation agencies can hold private project
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partners accountable for project performance in their areas of responsibility, consistent with the
terms of the PPP contract agreement, while endeavoring to protect the interests of both public
sponsor and private provider.

The uncertainty associated with introducing PPP approachesto state and local transportation
programs and projects can be reduced through insights and guidance provided in the extensive
literature on PPP programs and projects in the U.S. and around the world. See Appendix E for
an extensive list of references on PPPs. Another source of insights on PPPs is documentation
from actual transportation PPP projects in the form of case studies and cameos, as presented in
the two companion reports to this PPP User Guidebook. See Appendix A for a summary of PPP
project case studies presented in these reports.

* * * * * * * * * * *

The information presented in this PPP Guidebook is designed to inform elected and appointed
officials and agency |eadership about PPP approaches based on insights provided by peer
agencies in the U.S. and around the world which have successfully developed PPP programs and
implemented PPP projects. Armed with this information, public officials will be better able to
evaluate whether and how to use PPP approaches to leverage scarce public resources and
expedite financing and delivery of essential transportation projects, while protecting the public
interest. The guidebook draws significantly from the results of actual transportation PPP projects
inthe U.S. and other countries and the experiences of public and private partners involved in
these projects. Hence the guidebook goes beyond the theoretical and hypothetical to provide
practical insights into what needs to be considered and done to successfully develop and
implement transportation projects using public-private partnership approaches.
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APPENDIX A - SAMPLE TRANSPORTATION PPP PROJECT
RESULTSFROM THE U.S. AND OTHER COUNTRIES
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KEY RESULTS OF USING PPPsTO DELIVER U.S. TRANSPORTATION PROJECTS

PPP Project PPP Type Timeframe Cost Quality Economic Development Other
Anton Andgr S0l :/OI urc\;ahqtftgu t_o traffic tobangoozy Project operating and
Memorial Reduced 38-month |Reduced $59.6M |Consistent with l\zznr;ber cl)f I:r:r:{:;r touri stsy i *|maintenance (O& M) costs paid
Tunnel DBO schedule by 16 budget by $2.6M (|federal and state L . from user fees (auto tolls),

i months (-42%) 4%) standards Whittier areaincreased by 400%. augmented by federal grants until
MUIt'mo_dal Recrestional boating in Whittier no longer required
Conversion area increased by 200%. ger req )

New bridge opened area to multi- .
. . use development in downtown By 2.00 6, Atlanta Stan_on .
Atlantic Station . ) Atlantain transformed consi sted of 5’000 residential
Redeve opment Consistent with brownfield site - earning the units, 47 retail outlets, several
DBB-F \Within schedule  |Within budget state and local g banks, and shuittle bus service
17th Street development the National
standards Rk . [throughout development to
Bridge Phoenix Award for Excellencein nearby MARTA rail transit
Brownfield Development in statioz
2004. '
Atlantic Station Development
opened 3 years late due to Atlantic Station officially opened
adverse economic conditions October 20, 2005.
from 1999-2002.
Reduction of City outstanding
debt improved its credit rating
$1.838 in proceeds from long- and lowered its cost of future
: . debt. However the use of
Concession term lease used to reduce City .
contract assures thejdebt, repay cost of bridge concession lease proceeds for
Chicago Skywa) ’ i
ago SKYWay| - - ecdion SL.83B up-front e iy will be well|renabilitation prior tolesse,  |°Ne" then transportation
Bridge Long- 99-year lease payment to City ) purposes has caused some to
Lease operated and establish areserve fund, and R L
Term Lease for lease o ) . ) . question whether the deal isin
maintained over its|provide avariety of neighborhood| S .
. . the public's best interest,
99-year term improvement projects and - ; :
services particularly with the high
increases in toll rates specified
by the concession agreement in
future years of the contract.
L ease proceeds not dedicated to
gny specific transporteilon . Concession |ease enabled
improvement projects or services, concession team to implement
making the deal a net transfer of = np
. electronic toll collection and
the value of the transportation . :
infrastructure 10 non- open road tolling to improve
iransportation purposss. This convenience of using the facility
P PUTPOSES. with the option of cashlesstoll
reduced the transportation asset collection
base of the City of Chicago and '
its future potential value capture.
Increasing economic
development within Route 28
Special Assessment District
enabled full Phase Il project to be|Project expedited improvements
Route 28 Phase Within fixed-time  |Within fixed-pric Consistent with guthon zes, Wllh 6 out of 10 needed to reduce conge_stl on
I E . DB chedule budaet Commonwealth interchanges built to replace along the Route 28 corridor and
xpansion 9 standards inefficient at-grade intersections |reduced the inflationary effects
which has vastly improved on project costs.
operating efficiency of arteria
and reduced congestion a these
bottlenecks.
Upgrading of Route 28 will
further enhance value of Use of county-based debt further
commercial property and hasten |reduced costs of the project by up
development along the corridor  |to $150M over the life of the
within the Route 28 Special debt.
Assessment District.
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KEY RESULTS OF USING PPPsTO DELIVER U.S. TRANSPORTATION PROJECTS

- continued
PPP Project PPP Type Timeframe Cost Quality Economic Development Other
Increased 42-month . ;
schedule by more Consistent with Opportunity for joint r’otgnetc;al DBOM pr_OJec:iwas
Route 3 North than 34 months state standards development along the corridor plpg)lbtl erT:Sv?/iin‘:cr)?é:td p ell:stt;y
. . : : . )
il |ghV\_/ay e DB (J.rS.l ) caused py Within budget becausg Of. public Jwasost asthe project prowdgr which cost the contractor $3.8M
Bridge difficulty of project agency insistence |team became pre-occupied with in liquidated damages (capped at
Rehabilitation provider to meet on acceptable compl eting the project within 1% gf overal con?? ot bL?g o)
sponsoring agency products budget and schedule. ° - 9
quality requirements due to completion delays.
Sﬁggﬁfﬂg o Lack of familiarity of both public
effort and time to and private sector members of
develon and ddliver PPP team led to district and a
documZnts needed breakdown of the partnership
to support right-of- approach to the project, which
way acquisition by reverted to amore traditional
the sponsoring approach to design and
agency construction management.
' Renamed the facility the South
12-year delay PrOJect costs Consistent with Long project delay reduced Bay Expressway to providea
caused by local increased due to o X .
South Bay community and local communit state and local accessibility enhancements to fresh image to the corridor long
. Y : Y standards, under  |adjacent land owners, which tarnished by the environmental
Expressway DBOM-F  Jenvironmental environmental ; ; P
concerns. Proiect  lissues and scrutiny of delayed economic development  |and local community issues that
(State Road 125) - ject |t - . CALTRANS and |along the corridor to be served by |plagued the project during 12
opened to trafficin |inflation during | "
| ate 2006 the del its QA contractor |SR-125. years or protracted negotiations
&y and law suits.
. Long delay of project and efforts
gfnfhiz ?/:ar ect to address environmental and
@, proj . ; local community concerns
\was completed 4 Twelve-year delay in project undermined profitability of
years earlier than opening resulted in significant roiect for inFi)tiaI ro'ec); team
the state or county loss of toll revenues during this proj nitial proje '
; . which sold its interest in the
could have built the timeframe. ] .
project using their project to another team in May
own funds 2003 which completed and now
operates the project.
South Jersey Transportation
Authority (SJTA) tolls, parking
o fees and up-from cash
Atlantic City - Consistent with contribution from the Brigantine
Brigantine Road| DB-F Joint ontime Within budaet  lstate and local Project reduced congestion on  |Casino, Hotel, and Spa,
and Tunne Development 9 standards local streetsin Atlantic City. incremental property taxes (TIF)
Connector generated by new developed
made accessible by the corridor,
and NJDOT funds used to pay
for the project.
$28 million contingency fund
established for environmental
Project corridor improved access |problems encountered during
to and from (in case of construction, 85% of which
emergency evacuation) from could be used for a performance
Brigantine Island east of the bonus to the contractor if not
project limits. needed for environmental
mitigation for on-time
completion within budget.
Project produced 15,000 jobs
during construction and 5,500
permanent jobs at the Brigantine
Casino, Hotel, and Spa once
opened.
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KEY RESULTS OF USING PPPsTO DELIVER U.S. TRANSPORTATION PROJECTS -

continued
PPP Project PPP Type Timeframe Cost Quiality Economic Development Other
TTC program is highly
Initial planning and leveraging its limited public Flexibility and broad capabilities
environmental funding for surface transportation|provided by original PPP
Trans-Texas ) clearange completed|To be.determi ned To be determined to de_vel op a state-wi dg Ieg?s!ati on passed by the Texas
X Comprehensive|for portions of as project . multimodal transportation legislature several years ago
Corridor -1-35 X as project segments| . . ) .
Corridor Toll Road Development corr!dor and severa |segments are are developed and f:orrldor system that services makistoll_prOJectsm Fhe TTC
Program Agreement |portions are developed and opened interstate, cross-border (NAFTA- |program highly attractive to
entering opened related), and intrastate travel by  |woul d-be project providers from
procurement and auto, truck, and rail, using user  |the U.S. and overseas, including
award stage fees (tolls) to pay for thishuge  concessionaires.
program.
The recent two-year partial
moratorium on PPP toll projects
in portions of the state may slow
progress on the TTC program
and might discourage future
investorsin Texas PPP projects
unlessthereis greater clarity
regarding the state's commitment
to the PPP-tolling transportation
infrastructure program.
No direct tollswill be charged to
users of the facility dueto the
potential for ship and truck
traffic diversion from the Port to
other competing portsin Florida.
Procurement and | To be determined To be.determi ned ) o Instead availability paymmtswill
. X . as project Project expected to significantly |be made to the concession team
—_— DBFO with |selection process  |as project -
Port of Miami A X - development, reduce congestion on local streets|by FDOT, based on funds
Tunnel Avalability c_ompl.eted, .awam ng|devel opmgnt gets operation, and in downtown Miami near Port of |provided by FDOT, Miami-Dade
Payments  |final financial terms|underway in later X - ) -
o be negotiated 2007 maintenance Miami. County, the C_|ty _of Miami . and
proceeds the Port of Miami. The project
will make extensive use of tax-
exempt Private Activity Bonds
(PABS) to lower the cost of
financing over the 35-year
concession contract term.
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KEY RESULTS OF USING PPPsTO DELIVER U.S. TRANSPORTATION PROJECTS -

continued
PPP Project PPP Type Timeframe Cost Quiality Economic Development Other
Bridge and gpproaches off |-4 This PPP project wasinitiated by
provided direct accessto the site |private sector developers who
Conroy Road DBB - Joint Consistent with that produced $244M in new gained the support of the city,
Brid Development |Ontime Within budget state and local economic development and city |county, and state transportation
ety (TIF) standards property taxes greater thanthe  |agency to proceed asan
annual debt service costs of the  |expedited Tax Increment
project within 4 years of opening. |Financing (TIF) project.
Significant off-site economic Sitewas set up under a
development surrounding the ;
S Community Redevelopment
Mall & Milleniasite have Authority (CRA) to fadilitate
produced additional incremental } Y ] .
rezoning and financing
property tax revenues for both the arrangements.
city and county. gem
Project funding consisted of
The Mall at Milleniaand CRA-issued tax-exempt debt,
surrounding development have  |state transportation agency loan
produced significant incremental |(later repaid out of excess TIF
sales tax revenues for boththe  |proceeds), and right-of-way
state and county. donated by the private
development partners.
Significant increasein jobs
during construction of the Mal at
Milleniaand to staff the mall and
related development once
opened.
Bridge and gpproaches off |-4
provided direct access to site that | This PPP project was initiated by
Universal DBE - Joint Consistent with produced $750M in new private sector developers who
Boulevard Development |On time Within budget  |state and local economic development and aty - foa ned the support of the ay.,
. R standards property taxes more than twice  |county, and state transportation
Bridge the annual debt service costsof  Jagency to proceed as an
the project withintwo yearsof  |expedited TIFfunded project.
opening.
Sgﬁlﬂcant |ncr(§aSE|n]obs Site was set up as a Community
during construction of new theme| S
Redevelopment District to
park and to staff the park, hotels, - . . .
. - facilitate rezoning and financing
and parking facilities once arrangements.
opened. gem
Project funding consisted of
CRA-issued tax-exempt debt.
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KEY RESULTSOF USING PPPsTO DELIVER INTERNATIONAL
TRANSPORTATION PROJECTS

. . Economic
PPP Project PPP Type Timeframe Cost Other
Development
Auto traffic increased according to
projections while truck traffic has
54-year DBFO Project costs Economic ;ﬂ;lt%a;gyﬁi z(lfi?a;\';ns
; ; concession for increased dueto |development was . P grway
United Kingdom| ~ Delayed 8 years due| 50 miles were abandoned in 2006
first tolled . ... _|delays caused by [not afactor dueto L
-M6Tall ) - ._|to public opposition ; - due to high right-of-way costs, toll
i highway builtin to tolls on highways| community and - recent completion of opposition, and lack of private
Highway England in WSl ervironmental  |facility and limited |2PPOSMOM and! P
many years opposition traffic volume sector interest given the
’ performance of M6 .Widening the
highway to 6-8 lanes has also been
delayed 8-10 years.
Provided needed additional
capacity to relieve congestion on
existing tunnelslinking the M-25
United Kingdom First DBFO orbital road crossing the Dartford
highway project|Completed on Completed within . River. Volume of traffic provides
- Dar tfpr dToll undertakenin |schedule budget Not availble the potential to retire the debt
Bridge England service on the construction costs
of the bridge and rehabilitation of
the adjacent tunnel within 20 years
of completion.

DBFO Relieved congestion on pardlel
concession for origind bridge while providing
rew bridge and redundant capacity to

0&M 0% the Completed new accommaodeate traffic whenever
United Kingdom original bridge bridge within ‘ lanes on e@her bndggs are taken
- Second Severn| for up to 30 Completed on budget and repaid Not available out of service for maintenance and
. ears. or until schedule the outstanding major rehabilitation purposes.
Bridge t%/e d:bt service debt on the This became a necessity when the
is retired b original bridge agency operating the original
tollson the tzvo bridge found that the suspension
bridoes cables had severely deteriorated
g and required replacement.
PPP arrangement expedited
Largest and resol ution of issues and enhanced
most complex Reduced congestion |coordination and communication
DBFO Completed ahead of in area served by thelamong the members of the
United Kingdom concession in |schedule, and many highway which partnership. The new highway
M1-A1 national PPP |years ahead of the |Completed within|spurred economic  |produced sufficient traffic to fully
S program timeframe using budget development along |support the level of shadow tolls
Highway initiated in 1994|traditional project the highway and the |paid to the concession team by the
paid by public |delivery approaches trunk highwaysit  |Highway Agency to cover both
agency shadow connected. debt service and operations and
tolls maintenance costs incurred by the

concession team.
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KEY RESULTSOF USING PPPsTO DELIVER INTERNATIONAL
TRANSPORTATION PROJECTS - continued

Economic

PPP Project PPP Type Timeframe Cost Other
Development
Australia - BOOT, with Relieved congestion crossing
minimum  |Completed on Completed within ] Sydney Harbor, and also dlowed
Sydney Harbor revenue schedule budget Not availble addition of dedicated bus lane on
Tunnel guarantee the bridge.
Project improved
highway network
capacity in central
Construction Melbourne,
completed on providing . L
BOC.)T schedule, but toll ... |congestion relief in First appllca_tlon of ca;hleasopen
Melbourne concession for - ; Completed within road tolling in Australia, based on
. . operations curtailed and around ) ;
CityLink 34 years . budget electronic toll collection and
- until start-up Melbourne. It also " ;
duration problems were provided economic photo recognition technol ogies.
corrected benefits to motor
carriers through
better traffic flow
aong the system.
Australia - Delivered six Completed $20
Port of Brisbane DB months ahead of million under Not available Not available
M otorway schedule budget
Australia -
Eastern Completed withi
Distributor - BOT  |Not available bf(j”;‘;t W N ot available Not available
Airport/M1
Highway
Required A$704 million
government bail out after project
was placed in receivershipin
November 2000, six months after
opening. This resulted from
Australia - i i
_ Completed on . . ridership levels of on.Iy one-
Sydney Airport BOOT <chedule Not available Not available quarter what was projected for the
Transit Link facility. Thelow ridership levels
for the Sydney Airport Link were
exacerbated by competition from
another PPP project, the Eastern
Distributor highway which runs
parallel to the Link.
Australia - ;iderlshi;;;ar _bel owede_stti rgfies,f
- arply reducing credit rating for
.B ”Sbane_ BOOT ;%rggllféed on Not available Not available concessionaire. Government will
A”F’Q” Rail take over the facility after 5 years
Link of 35-year operating concession.
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KEY RESULTSOF USING PPPsTO DELIVER INTERNATIONAL
TRANSPORTATION PROJECTS - continued

Economic

PPP Proj ect PPP Type Timeframe Cost Other
Development
Thisjoint
development project|
improved access to |Provided strategic highway
container port and |linkage between Hong Kong and
Hong Kong - |BOT non-tolled Completed on Completed within |30 fdilitiesin  Imainiand China - one of several
County Park | concession for schec?ule bu dgz the Northwest non-tolled highway, bridge, and
M otorway 30 years Territoriesand tunnel PPP projects sponsored by
encouraged further |the Hong Kong government prior
economic to reunification with China
development in the
region.
Prqect @(pandgd . |The highway is Israel's first
highway capacity in
he central spin of tollway {and uses cashless open
I'srael - . . k s road tolling, based on electronic
Yitzhak Rabin Fi nan;g?eagn Completed on Completed within I:ael,. thereby o toll collection and photo
Trans-lsrael Concession schedule budget ;;%I:gnc_?;? od fon recognition technologies. Traffic
Highway parallel routes to thel and revenues have grown faster
than forecasted prior to
east and west of the construction.
tolled highway. ’
Project financing
includes tolIs and
India- Under construction zi’g}iﬁggﬁm BOT PPP and innovative
Second but expected to be development financing approaches enabled this
. BOT completed and To be determined - necessary bridge to be expedited
Vivekananda opened to traffic in !’ESUHI ng from to relieve congestion in the
Bridge 2007 |mpr0\'/eld' northern parts of Kolkata.
accessibility to be
provided by the
bridge.
The Gresund
highway/rail link
Coast-to-coast between Denmark
section completed :;Srilée:c?:nr;?nsic
@resund Bridge (Zlgon(;p;fetted in r:tljly ES dpe;cen;over development on This bi-modal facility was the
and Tunnel | [ o oot i both sides of the  final link in the surface
(Denmark to 9 Z\nd oonstru?:tion infrastructure Tacil ity,l e.specially transportation network of
Sweden) period completed 70 in thEYICI nity of Northwest Europe.
percent over Malmé, Sweden,
budget many of Whose_
residents work in or
near Copenhagen,
Denmark.
Bridge increased
accessibility and
mobility in the
Mesopotamia
Provinces of
Argentina, spurring |Bridge produced significant
) increased trade and |increasesin traffic capacity
Argentina- ... |between those between the northern
Rosario-Victorial DBOM ;?Egllj:?d on Escggaed within provinces connected|M esopotamia Provinces of
Bridge by thebridgeand  |Argentinaand reductionsin
with the South vehicle travel times and operating
American Common |costs.
Market and

increased economic
development in the

region served by the
bridge.
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APPENDIX B - STATUTORY AUTHORITY AND KEY
PROVISIONS FOR TRANSPORTATION PPP PROJECTS
BY STATE
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STATUTORY AUTHORITY FOR TRANSPORTATION PPP PROJECTS

BY STATE

State Statute Comments

1. AK AK§10.75.111 Authorizes the Knik Arm Bridge and Toll Authority to utilize a PPP to finance, design, construct,
http:fwww. le gis. state.al. us/cgi- operate and maintain the Knik Arm bridge to connect the Municipality of Anchorage and the
bin/folioisa. dilstattx06/query=1912E7S!2E | Matanuska-Susitna Borough. http://www knikarmbridge.com/documents/HB0471Z_000.pdf
11 l/dog/ {@0161}

2. AL ALA. CODE §8§ 23-1-80 to 23-1-95 Authorizes the Alabama DOT and county commissions to establish toll roads, toll bridges, ferries
http://www.le gislature.state.al.us/Co | or causeways or allow for their operation by private parties. No express provision re garding the
deofAlabama/1975/132328.htm solicitation or acceptance of unsolicited proposals. Not appropriate to use as a model for PPP
Follow link and scroll down to article 3. enabling legislation.

3 AL ARIZ. REV. STAT. §§ 28-7701 to 28-7758 Two pilot programs each allow up to two solicited and unsolicited proposals. Not appropriate to
http:fwww.azles state.az us/FormatDocum | use as a model for PPP enabling legislation.
entasplinDoc=/ars/28/07701.htm& Title=2
8&DocType=ARS
Click the "Next Document” link to scroll
through the sections.

4. CA CALSTS & HY CODE § 143 AND § 140.7. The legislation authorizing Caltrans to enter into PPP pilot tollroad projects (known as AB 680)
Scroll down on below link to locate section | Was repealed in 2003.

143 and 149.7.
http:/fwww . lecinfo.ca. cov/coi- AB 1467, enacted in 2006, amended §143 to authorize four pilot projects, two in northern
bin/displaycodeTsection=shc &eroup California and two in southern California, for goods movement, and allows tolls to be charged
:OOij 101 [).OO&'T:H.E.:QO— I"ﬁ. 6 only to commercial vehicles with three or more axles. AB 1467 also added §149.7, which

- — authorizes regional transportation agencies to develop and operate high-occupancy toll lanes,

including a value pricing program and exclusive or preferential lane facilities, subject to approval

CaLGov CODE § 5956 by the Transportation Commission.
http://fwww.leginfo.ca. gov/cgi-
bin/displaycode?section=cov&aroup | This legislation (also known as AB 2660) authorizes PPPs for a range of “fee-producing
=05001-06000&file=5956-5956.10 infrastructure projects,” but explicitly excludes the use of toll roads on state highways. =

5. CO CoLO. REV. STAT. §§ 43-1-1201 to 1200 Allows solicited and unsolicited proposals for PPPs.

CoLO. REV. STAT. §8 43-4-801 to 812 Created a statewide tolling enterprise to finance, build, operate and maintain toll highways.

COLO. REV. STAT. §§ 43-3-201 to 43-3-416 Operated as a government-owned business within the Colorado DOT.

hitp: /198, 187.128. 1Y colorado/lpext.dif/Inf | Provides PPP authority to Colorado DOT for specific projects including turnpikes and HOT lanes.
obase4/6703 cMn=document-

frame . htmd& f=templates&2.0

6. DE DEL. CODE ANN. tit. 2, part I1, ch. 20, Authorizes solicited and unsolicited proposals for PPP projects, including highways and bridges.
§§ 2001 to 2012
http://'www delcode.state.de.us/title2
[c020/index.htm - TopOtPage

7. FL FLA. STAT. ANN. § 334.30 Allows Florida DOT to receive or solicit proposals for PPPs.
http:/fwww. flsenate. sov/statutes/index.cfm? | 1953 statute that established the Florida Turnpike Enterprise, which is operated like a private-
mode=View%20Statutes&SubMenu=1&Ap | sector business within the Florida DOT.
p_mode=Display Statute&Search String=
&URL=CHO0334/SEC30.HTM
FLA. STAT. ANN. 88 338,22 t0 338.241
hitp: ffwww. flsenate sov/statutes/index.cfm?

App mode=Display Statute &URL=Ch033
Btitl0338 htmd& Statute Year=2005&Ti
%2D%3E2005%2D % 3EChapter?

8. GA GA. CODE. ANN. §§ 32-2-78 to 32-2-80 In May of 2003, several significant amendments to this statute were enacted as 5.B. 270. The
http:/fw3.lexis- statute now allows Georgia DOT to both receive and solicit proposals for PPPs. Potential
nexis.com/hottopics/gacode/Default. aspTlog competitors also have 135 days (instead of 90 days) to respond to an unsolicited proposal.
gedln=done
Click the x to close the opening window
and Expand the Table of Contents to Title
32, Chapter 2, Article 4 for access.

Source: Nossaman, Guthner, Knox & Elliott LLP - Legislative developments through February 2007
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STATUTORY AUTHORITY FOR TRANSPORTATION PPP PROJECTS
BY STATE - continued

State Statute Comments
9. IN IN CODE §% 8-15.6 AND 8-15.7 Authorizes PPPs for tollroads, bridges, roads, and a wide array of related facilities and buildings
IN CODE § 8-15-3 and structures. Pub L. 47-2006 amended IN Code 8-23-7-22 to permit public private partnerships
¢ 99277 to be used to operate tollways and authorized the Indiana Toll Road lease transaction. The
IN CODE § 8-23-7-22 o T ] ’ . o
legislation also establishes the process for entering into a public-private agreement on 1-69 from
Indianapolis to Evansville, and specifically prohibits the State from entering into such an
HTTE://WWW.ALORG/LEGISLATIVE/IC/CODE/ | agreement for any other road or project without further legislative approval. While similar in
TITLES/AR1S.T/CHS . HTML scope to the authorization for the Indiana Toll Road lease, there are a number of significant
differences in the process for procuring an I-69 agreement. As an example, the I-69 PPP will be
administered by INDOT, instead of the Indiana Finance Authority. A second difference is the
increased amount of legislative oversight that will be given to the 1-69 project.

10. LA LA . REV. STAT. §§ 48:1251 to 1281 Louisiana HB 1294, a bill to "authorize the Louisiana Transportation Authority to pursue public-
http:Hwww. e sis.state. la us/lss/lss aspPdoc= private partnerships for the construction for certain transportation facilities,” was passed by the
102766 House last week. It is currently before the Senate. The legislation broadly defines "project.” and

. _ ) o includes authority to enter into agreements on 1-49 and I-10. The only highway facility
Click on "Next Section” to scroll forward. . L ar . )
specifically excluded from the legislation is the "We st Bank Expressway” in Jefferson County.
LA.REV. STAT. §§ 48:2020 to 2037
HTTP://WWW .LEGIS.STATE.LA. US/LSS/LSS.AS
P?DOC=102075
Click on "Next Section” to scroll forward.

11. MD | MD. TRANSPORTATION CODE ANN. § 8-204 Maryland does not have a statute expressly authorizing highway PPPs. According to a 1996
http://198.187.128.1% maryland/Ipext.dll/Inf | Attorney General opinion referenced in the annotations to this statute, the Maryland X
obase/205¢3/20d8¢/20d09/20dan H=te mplat Transportation Authority has authority to construct toll roads using certain forms of PPPs. -
es&fn=document-frame.htm&2.08ID tr8- Additional legislative authority may be needed, however, depending on the form of the
204 transaction. There is also no express provision regarding the acceptance of unsolicited proposals
- for highway projects.

12. MN | MINN. STAT. ANN. §§ 160.84 — 160.93 Authorizes solicited and unsolicited PPPs for toll facilities. Authorizes HOT lanes.
hitp:/fwww.revisor.leg. state. mn.us/stats/ 160
!

13. MO | Mo. REV. STAT. §§ 238:300 to 238:367 Creates a special purpose non-profit corporation known as a Transportation Corporation as a
http: iwww.moga.state.mo.us/ STATUTES/ | vehicle for PPPs. No express provision regarding the solicitation or acceptance of unsolicited
C238. HTM proposals. Not appropriate to use as a model for PPP enabling legislation.

14. NV NEV. REV. STAT. §§ 338.161 to 168. Authorizes public bodies to accept unsolicited proposals to develop. construct, improve. maintain
http:{fwww. le o state.niv. uss NRS/NRS- or operate transportation facilities. Toll bridge and toll road projects, however, are prohibited
338.htmE#NRS338Secl61 under this statute.

15. NC N.C. GEN. STATE. §§ 136-89.180 to 136- North Carolina Turnpike Authority now authorized to develop, construct, operate and maintain up
89.197 to nine toll facilities, including a toll I:\ricige.4 Solicited process only.
http:/fwww.ncleg. net/EnactedLegislation/St
atute s HTMIL/BvArticle/Chapter 136/Articl
e_6H.html

16. OR OR. REV. STAT. §§ 367.800 to 367.826. Establishes the Oregon Innovative Partnerships Program with detailed guidelines at
http:/fwww les state.orus/ors/367. html OAR 731-070-0005 to 731-070-0360.

OR. REV. STAT. §§ 383.001 to 383.010 Allows Oregon DOT to solicit and accept unsolicited PPPs for tollway projects.
http:/fwww. le o state.or.us/ors/383. html.

17. PR 9 LEYES P.R. AN. §§ 2001 to 2021 This Spanish language statute establishes a toll transportation facility authority with broad powers

to authorize private participation in public highway projects.

18. SC S.C.CODE § 57-3-200 Allows South Carclina DOT to enter into PPPs.
hittp:ffwww. sestatehouse. net/code/t57¢003.h | Allows DOT to construct and operate turnpike facilities; § 57-5-133001)4 appears to permit SC
tm DOT to use PPPs to develop these facilities. No express provision regarding the solicitation or
S.C. CODE § 57-5-1310 et. al. acceptance of unsolicited propesals.
http://www. scstatehouse.net/code/t537c¢005.h
tm

19. TX TEX. TRANSP. CODE ANN. ch. 227, 361 and | Allows TxDOT, the Texas Turnpike Authority, and Regional Mobility Authorities to accept

370

http:/itlo2.tlc.state. tx. us/statutes/tn.toc. htm

solicited and unsolicited proposals for PPPs. Pending legislation (H.B. 2702) would require a
popular vote for any conversion from free lanes to tolled. The bill also would limit toll franchises
to 50 years.

Source: Nossaman, Guthner, Knox & Elliott, LLP, February 2007
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STATUTORY AUTHORITY FOR TRANSPORTATION PPP PROJECTS

BY STATE - continued

State Statute Comments

0. UT UT. CODE ANN. §§ 63-36-302.5 SB 80 authorizes the Utah DOT, with approval from the Transportation Commission, to accept
HTTP//LE.UTAH.GOV/~CODE/TITLES3/63 2 | sclicited and unsolicited proposals for PPPs involving tollway facilities through the use of
0.HTM “tollway development agreements.”

UT. CODE ANN. §§ 72-6-201
HTTP://LE.UTAH.GOV/~CODE/TITLE72/72 0
6.HTM

OPEN AND UNZIP THE CODE SECTIONS BY
CLICKING ON THE LINK TO THE SECTION
NUMBER.

21. VA VaA. CODE ANN. §§ 56-356 to 56-575 Virginia's Public-Private Transportation Act of 1995 authorizes PPPs and was modified during
http: /e o 1. state. va.us/coi- the 2005 legislative session. Allows solicited and unsolicited proposals. Contains detailed
bin/leep304.exe2000+cod < TOC560000000 | guidelines to assist VDOT and other public entities in implementing this program.
22000000000000

22. WA | WasH. REv. CODE §§ 47.46.29.010 - The Washington legislature determined that the state’s 1993 PPP statute (§§ 47.46.010 to
47.46.20000 47.46.900), was not meeting the expectations of the public and private sectors, and revamped its
hitp: fapps.le g wa. sow/RCW /default. aspx Tei PPP law with § 47.46.20.
te=47.29

The new PPP enabling legislation (passed in May of 2005 as H.B. 1541) is unlikely to encourage
§§ 47.46.010 10 47.46.900 much private sector investment because (1) the only significant projects that require PPPs are
ur ) sto W . ) e e - - W s L s 1s stg
htto:/fapps le & wa.cov/RCW /default aspx?ci >r‘l['e. [ a.sl.'l.DOTj) projects; [.4.] the e.;:clusne source of hnancm.k for ‘}Sh_DQ,T pr c!_|ect>' 1.> state
e—dT 46 CELApRL rre:lsurer-l.ssued |ndebtet1ne>s. and (3) no such indebtedness, or expenditures from 1t, may occur
— without prior legislative approval. Presently, solicited proposals only, but unsolicited proposals
may be accepted after 1/1/07.

Source: Nossaman, Guthner, Knox & Elliott, LLP, February 2007

Note: In March 2007, the Mississippi State Legislature passed SB 2375, PPP-enabling legislation what allows governmental entities
to build toll roads and bridges or contract with private companies to design, build, operate, and finance highway toll projects,
provided they are new roads, there are free alternative facilities available, and the tolls end when the project debt is retired. (Public

Works Financing, Volume 214, March 2007, p. 18)

Transportation PPP Guidebook

B-4 Statutory Authority and Key Provisons for PPPs




OVERVIEW OF KEY ELEMENTSAND SAMPLE PROVISIONS OF
STATE PPP ENABLING LEGISLATION FOR HIGHWAY PROJECTS

No: Iszume: Importance: Sample Provision:

1 Diwpes the relevant Law allow Both proposal processes ara The responsible public ennny will solicit proposals throush a reguast for
solicited and nnsolicited importznt. Solicited proposals | proposals, accompanied by mstaral explaining dee Public-Prvare
propasals for PEP projacts? ensbla the responsible public Initiatives Program ensctad herennder and descnibing the selection process

EDMIY (0 Comrnmnicate its and criteriz.  The responstble public ety may identfy in these reguests
Tanspomaton project priorisies. | for proposals specific systems, cormridaors or routes for Improvement
Unsolicited proposals, by Alremativelv, potential projects may be 1davrified and proposed by amy
conmast, enable the private potearial conmacting perty. Such vmsolicited proposals will also be

SECT0T 10 Propose projects that accepred provided thar they sadsfy the criteria outlined in accordance with
the public entty mizht not this chapeer.

otherwise have considered.

2. | Dwoes the relevant law permit | Most projects are 30 large that The responsible public entry, either directly or through 2 desiznated pay,
local stare and faderal finds | they will reguire access to the may apply for, raceive and zccept from any federal agapcy or any other
to be combined with privae full range of fmding options In | zovernmental body eranfs or finsecial support of whatever wamre for sy
sector funds on a PEP order to finance them prpase described in this chapter. The responsible public ennty may
project? mansfer or lend the proceads of amy such grant, or udlize such proceeds

available for credit enkancement. o public agenciss or confracting parties,
on tenus and conditions coplying with applicable faderzl and state law.

3 Who has rate-seming Both the responstble public Each agreement may authorize the conmacting party to nupose tolls or wser
authority to nupase wser fees | ewtiny and its private sector faes for use of the ransportation system consmacted and'er leased by irto
and vmder what circumstances | parmer (by conmact) should allow 3 reasonable rate of remm on fmvestment.  The agresment may
may they be chanzed or have this authority. Moreover, | swthorize the conracnng party to collect tolls or user fees through both
otherwise reviewsd? detziling when and by how conventional methods and non-conventional methods including, but not

mmxch tolls can be modified is 3 | ldted to, swsoanatc velucle identification svstams, elecoonic toll
critical component of the PFP collecton systems and, to the extent penuimed by law, video-based moll
agreement and will improve the | collecton enforcement. The sgreement may authorize the collecton of
project’s ability o be financed | tolls and nser feas by 2 third parmy.

oa favorable temms.

2 Dwes the relevant law permit | TIFLA loans are 2 useful public | Any ransportation project may be financed m whole or i part with grants,
TIFIA loans to be nzed on financing tool. and should ba loans. loan suarantaes. lines of credit. revolving lines of cradiz or other
PEP projects? inchided as an option for financing arrangements available pursuant to the Transportation

individual projects. Infrasmmucmure Finance and movarton Act under 23 T15.C. 181 er seg., or
awy other applicable fedaral law.

3 Iz the munber of FPP projects | Pilor projects somenmes o model lanmuage proposed.
lmmired 1o cnly 2 few “pilot™ represent 3 good politcal
or “demonstration” projects? | compromize for statas thar do

not have nnich expenence with
PEP projects involving
higkwavs. Pilot projects,
hewvever, may also signal o
ol the public and private
sectors that there 1= a Lack of
long-tenm political and
institufional commirtment o
gemng projects done vimdar
such legislanen. The pilot
program approach has basn
used in the states of Californiz
and Washington

G| Are thers resmictions Such resmictons may Mo model language proposed.

conceming the geographic
location of PPE projects?

nmnecessanly reduce the abiliny
of the public and private sectors
o innovare when considering
patearial new projecs.

Ara thers restrictions
conceming the particular
mpde of mansportanon
elizible to be developed as a
PEP project (¢.g.. mack,
passenger auto, fraight rail,
pazsenger rail)?

Allowing the widest rangs of
mansparaton medes o be
considerad encourazes
innovation The Traps-Texas
Corridor 35 project represents a
zood example of 3 creatve
nmlt-modsl proposal.

“Transportation faciliny” means any road, bridze.
airport, mass mansit facility, vebicle parking facility, port facility or somdlar
conumercial facility nsed for the wansportsdon of persons or soods.
together with amy uldings, stacnres, parking areas, appurtenances, and
other propermy neaded fo operate such faciliny.

nmnel, overpass, femy,

Source: Nossaman, Guthner, Knox & Elliott, LLP, October 2005
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OVERVIEW OF KEY ELEMENTSAND SAMPLE PROVISIONS OF
STATE PPP ENABLING LEGISLATION FOR HIGHWAY PROJECTS
- continued

| Nao: Issue: Importance: Sample Frovizion:

8 | Is there a legal reguirement to | While somenmes politically After exqpiration of the lease or onwnership period of a project o or by a
rarnove tolls afer the desirable, this reguirsmment CORITACOnE party, the responstble public entiny may conrinue to charge
rapavieent of project debe? eliminates one important sovace | tolls or nser fees for the use of the project. The responsible public enmmy

of financing for fumre may alzo delegate such suthoriny o continws to collect tolls or user fees for
Tansporaton projects along the | the usa of the project to a third party, provided that such revermes nmst
comidor or planned for first be nsed for operanions and mamterance of the project and,

elsewhere in the staze. The subsequently, sny revenunes determined by the responstble public entny o
Floridz Turnpike Enterprise kas | be excess nst be paid by such third party to the State’s Transportation
made nze of its excess wolling Tzt Fumd, the responsible public entny or the State.

revemies 1o develop addiional

projects.

a Dioes the ralevant law permit | Penuiming such cowvarsions Tolls or wser fees may be imposad by the operator on any fres road,
the conversion of extsting or | provides addinonal flesabilicy, | bridge. nmpel or overpass, provided thar such road, imterstate highoeay,
partially consmacted Tar may be conmoversizl bridze, mmwel or overpass is reconstucred to provide for incressed
highways inte toll roads? Spme state laws expressly lnnit | capacity and the privats entity obtams the necessary federal, state and

conversions to projects that add | local approvals.
capacity.

10, | Is there a resmicrion that Allowing thess revennes 1o be A PPP agreement may provide thar excess eamings be dismibuted to the
pravents the revemes fom divered to a state’s general state’s mansportation st fund o the respowsible public ewtty, or shared
PPP projects from being fund vmderines support from | with appropriate public ennnes.
diverted to the stare’s generzl | the general public for tolls and
fund or for other vorelated other user fees.
nses?

11. | Is prior legislative approval Prvate epfidss are less likely o | Mo model language proposed.
required when an individazl e willing ro inoar sigmficant
PEP proposal is received? proposal development costs dae

to the added uncermainy of
whether legislative approval
will thereafter be obmined

12, | Are thers swy sinular Same issue. Private ennnes are | Each affected local jurisdicion that is not a responsible pablic entny for
requirernents that subject the | less likely to be willmg to moar | the respective gualifying wansportation facility shall, withm §0 days afer
FPP proposal or the significant developrosnt costs receiving a request for commenrs from the responsible public oty
negoiated PEP agreement to | related o their proposal and the | subrodr swy conments it may have in writing on the proposed qualifying
a local weroT negonaton of the PEP mansporaton fcility to the responsible public sntty and indicating

agreement due to the added whether the facility will address the needs idenrified i the appropriace
uncertamty of whether local state, regional or loczl ransportation plan by moproving safety, reducing
approval will thereaftar be congestion, increasing capaciny andor enhancing econcmic efficiency.
obtaized. As an aliematve,

S0 StATes reguire local and

ragional ransportation enfines

o provide their mput when the

proposal is first issued or

raceived.

13. | Does the relevant law permit | More flexibility is an important | A responsible public entity nmst procesd in accordance with the guidelines
all kinds of procurements for | goal so swthorizing a wider adopied by i pursuant to subdivision 1. The responsible public entiny may
PEP project delivery? These | range of procurement tools is select any procurement process that it believes is likelv to be advantageous
might include, fior example, helpfial becanse it enables the to the public. based on the probable scope, complexiny or arzency of a
calls for projects, competive | responsible public entity 1o project. When the responstble public enrry determines to proceed with a
FF Qs and BFPs, more eazily select the one that partcular procuremsnt process, it nmst follow the guidelines adopred by it
qualifications review is mnst appropriate for a pursuant to this subdivision
followed by an evaluanon of | particular project
propaser concepts, use of
design bmld, procurements
bazed on financial terms such
35 Tenum oo equify rather than
on price, lome-term asset
lemzes for some period of up
o 50 years or longer from the
Tme operabions comumence”

Source: Nossaman, Guthner, Knox & Elliott, LLP, August 2006
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OVERVIEW OF KEY ELEMENTSAND SAMPLE PROVISIONS OF
STATE PPP ENABLING LEGISLATION FOR HIGHWAY PROJECTS
- continued

Nao: Iszme: Importance: 5 e Provizion:

14 | Are thers exgplicit Such 2 provision is inyportant The responsible public ennty may conmact with the proposer for a public-
examprons supplemental becanse if provides cemzinty 1o | private mitatve based upon the proposal withowr subjecting such confract
procurement awthority from the parmcipants that the to public bid as otherwise wounld be reguired.
the application of the state’s | altemative procurement process
general procurement lawsT they are using is leginmate and

is mot subject to sbsequent
lezal challenges.

15. | Dwpes the relevant law The Chicago Skyway and The private enfity may own, lesse or acquire any other dght touse or
authaorize the public sector to | Trans-Texas Comidaor 35 develop and'or operate the qualifying ransportation fact
Erant long-tenn projects, are leading exaniples
lezzas franchizes for the of lease/concession-1vpe
consmaction, eperaton and mipdels.
maintenance of toll facilinesT

14. | Dwoes the public sector have Some PPP statores contsin this | The responsible public entdny may issue reverns bonds to pay all or a
the authority to issue toll provision; many stames also portion of the cost of 2 qualifying manspormation facility or to refund any
revemie bends or notes? grant this suthority in oder

stamites. Fegardless of s
location, this is a0 nuportant
finsncing and project delivary
tool.

17. | Diges the public sector have The use of nowprodt The board is authorized to establish, ceate and approve nonprofit entines
the muthority to form COTPOTATLONS [Sometimes and bonds 1zmed by or on babalf of such nonprofic ennties for the purpose
nopprofits and let them issue | refermed o as “63-20 of financing, consmucting, operafing or mainftzinmg a toll highway, o
debt om behalf of a public Corporations”) in sTachrng accept the assers of any such nonprodit entty, to obtain an opton to
agancy’ public-privare infrasmucoe zcquire the assets of amy snch povprofit entity by paying suck bonds, to

financings has amracted a great | appodnt or approve the appoiwtment of members of the governing board of
dezl of atenton. Irs use s suy such nonprofic entry, snd to remeove the members of tha zoverning
being promoted as a way 1o froard of amy such noaprofit entity for cause.

prazarve the shility for a2 project

o be financed with tax-exsmpr

bonds, while maintainimg for

both the public and private

participants most of the benefits

of private development.

Exsmples inchide Virzinia's

Pprahontas Parkway and South

Carolma’s Southemn Comnector.

13, | Does the relevant public The ability to hire ourside The responsible public eatty is authorizad o employ or contract for the
agancy have the authoriny to | expents o assist the responstble | services of consuling enzineers, snomeys of other experts as are
hire 1tz own t2chmiczl and pahlic entify o prepanng necessary in its judsment to camry ourt its powers and dunes hersimdar
lezal consuliants? implementaton gudelines and

evaluating PEP proposals is
critical . It also represents one
zood indicator for the private
sector that the responsible
public entity mfends o dedicae
the buman and financial
resources that are raguired to
successfully daliver a PRE
project i a timely manner.

18, | Does the ralevant law parmuit | The flexibility to make such The responsible public entty may pay aw unsuccessful private enaty that
the public sector 1o make DEVINEDTs encouTazes the submits 2 response to a request for proposals a stupulated amout of the
payments to nnsuocesstil privae sector to devota the finzl comtract price for awy costs monred m prepanog that proposal In
bidders for work product raspurces that are reguired o e for the right to nse any work product conmained in the proposal,
contained in their proposals? | develep innovanve proposals inchading the rechnologies, techniques, mathods. processes and

for PPP projects as well as their | information contamed in the projact desizn.
financing

2. | Can the agency charge Applicanion fees help the To offset a porton of the costs of imdztng this program zod reviewing
application fass fo offser its rasponsible public entiry defray | proposals received for projects under this chaptar, the rasponsibls public
proposal review costs? some of the costs it incars in entify 15 authorized to assess 8 non-refindable Proposa]l Beview Fee for

raviewing mselicited proposals | each propossl not 1o excesd 3 30,000.00.
developed by the private sector.

Source: Nossaman, Guthner, Knox & Elliott, LLP, August 2006
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OVERVIEW OF KEY ELEMENTSAND SAMPLE PROVISIONS OF
STATE PPP ENABLING LEGISLATION FOR HIGHWAY PROJECTS
- continued

Iszue:

Importance:

Sample Provizion:

Dwoes the relevant law allow
adaguare mme for the
praparation, submission and
evaluxton of compentve
propasals? Mote that the
rasponsible public entity
shionald have the suthority 1o
establish thase deadlines on a
case-by-case basis depending
on the complexiny and scope
of the initial proposal or oder
facrors thar might promote
Compesifion (g.g., maors
raview e during holiday
periods).

The responsible public ennty
shondld bave discretion to set
this period of dme Proposals
for soune projects such as
comdor-wide improvermants
are mors complicared tan
other proposals. Az a general
rule, the more complicared the
project being proposed, the
more ime shonld be allowad
for competitars to prepare their
competing subimizssions.

Upon acceptance of an unsolicited proposal, the responsible public entny
st publichy release a datatled descripiion of the weselicitad proposal and
provide 80 davs within which other interested parties may subout
proposals relating 1o the same sniject, or such addidonal time 25 mey be
desiznated by the responsitble public entny.

Iz the public sector required
0 maintam comparable non-
roll routes when it establishes
new toll roads?

Snch 2 blankes requirensent
raduces the fexbiliny of the
responsible public entty n
obtaining proposals for new or
expandad projects.

Mo model languzge proposed.

[
[

Are thers 30y NOR-COMIPERE
clanze prohibitions?

These showld vary on a project-
by-project basts. For exampla,
the Chicago Skvway concession
ComTaing no resmicions on
competing wll roads whila the
SR 125 project being developead
in Califoruta does have sucha
POoVISION.

In 3 BPP azresment. the responsible public entry may inchude protection
from competition provisions or agres fo provide 3 maffic guarantes o the
private endry, providad that it will not wereazonably prohibit the
devalopment of essential public wansportadon systems and facilites.

Iz the suthornty to enter mio
PEP: restricted to the state
DT or smare monpike
awthority or may regional or
local entties also do so?

This varies oo a stats-by-state
asis depending ca local
conditions.

Any privats enfity seeking suthorzzton noder this chapter to develop
and'or operate a wansportation faciliny mwast frst obtain the spproval of the
responsible public entity. Such private entry mey inctare tis approval
process by subrmdming an nnsolicited proposz] or the responsikle public
ewfiny Ay raquest that such proposals be submimed to tf. A “Fesponsible
public entry™ for thess parpases means a public entity, inclnding Local
governments and regional suthorites, that has the power o devealop and'or
operate the qualifying wansportation facility.

Dwoes the relevant law specify
evaluton criteria for PFP
proposals received under 2
Ziven procurement spproach’

Some FPF stanies contain
zenaral criteria that are ten
elaborated in intemal
implementaton guidalines.

The responsible public entny shall base its evalnation of an unsolicited
proposal oo the following factors:

a) Unigme and mnovative methods, approackes or concepts
demonstrared by the proposal;

()] Scrennfic, technical or socioeconomic merits of the proposal; and

(4] Poteptial conribation of the proposal to the responsible public

enfny's nuission

Dwoes the relevant law specify
the structure and partcipants
for the review process
involving PEP proposals?

Same comment 25 above. The
review process detmils can be
set forth i the PPP law or in
intemal guidelives. The privats
sector and the public muey have
more canfidence m the
selection process if this process
iz detziled in advance.

The projects shall be selected by a project conemimes, chaired by the
Secretary of Transpoctation, consisting of the Secretary, the Director of
Financial Management and Budeet, the Chief Enginesr of the Department
of Transportation, and up o four other perscns 1o be appointed by the
Secretary.

Source: Nossaman, Guthner,

Knox & Elliott, LLP, August 2006
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OVERVIEW OF KEY ELEMENTSAND SAMPLE PROVISIONS OF
STATE PPP ENABLING LEGISLATION FOR HIGHWAY PROJECTS

- continued
No: Tssme: portance: Sa Frovision:
27. | Does the ralevant law protact | These provisions reguirs 3 The responsible public eatty shall tske sppropoiate action, as more
the confidennalicy of FPE delicate balancing between specifically set forth berein and m itz puidelines, to protect confidswral
proposals and any related competing constderations. On | and proprietary information provided by the private entity parsusant (0 3
nezonanons in the period the oms hand disclosurs of proposal filed with it or o connecrion with the negotation of a PEP
prior to execwtion of the FEP | proposed projects is pecessary | agreement. In order for confidental and propristary informaton o be
agreement” for them to zain pablic excluded from disclosure, the private entty mast (i) invoke such exclusion
leginmacy. Onthe other hand | upon submgdssion of the data or other materials for which proection from
the private sector will ba disclosure is sought; (1) 1dentify the data or other marerals for which
nowilling o participate if prodection is sought; and (i) state the reasons why protection s DECESSAry.
cemain informanion abour them | Howewver, nothing in this subdivizion shall be consmued to probibic the
and thair business sacrafs mmst | ralease of procurement raconds &5 otherwise requured by Llaw. Procarement
e disclosed. racards may not be interprated o inchade proprietary, commercial or
financial mfonustion, balance sheers, financial statements, of Tade secTers
thar may be provided by the private earny as evidence of its qualifications.
28. | Dwoes the relevant law provide | The awhonty to inclade these The responsible public entny may use a PPP agresment with a private

for the ability of the public
SECIOT 0 outsgurce lonz-term
operanons And maitenance
and other 3538t IEnAZEMENL
duties to the private sector?

tvpes of projects provides
addinonal flexibility.

eRfify t0 CONSmIT, maintain, repair, operate, extend or expand a qualifying
iranspartation facility.

Source: Nossaman, Guthner, Knox & Elliott, LLP, August 2006
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APPENDIX C - GLOSSARY OF TERMS
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GLOSSARY OF TERMS

Account Servicing: Monitoring the status of accounts of indebtedness, monitoring records of
current debts, billing for amounts due, collecting amounts due, handling debtor
correspondence, performing follow-up functions, and providing accurate reporting of debt
portfolios.

Accrue: Process of increasing account value, usually associated with interest or other time-
related increases in account value.

Administrative Costs/Charges. Additional costsincurred in processing and handling a debt
because it has become delinquent. Costs should be based on actual costs incurred or cost
analyses which estimate the average of actual additional costsincurred for particular types of
debt at similar stages of delinquency. Administrative costs should be accrued and assessed
from the date of delinquency. (See"Delinquency.")

Administrative Offset: Withholding money payable by the federal government to a person
or held by the government for a person or entity in order to satisfy a debt that the person or
entity owes the government.

Advance Construction: Statesor local governments independently raise upfront capital
required for afederally approved project and preserve eligibility for future federal-aid
reimbursement for that project. At alater date, the state can obligate federal-aid highway
funds for reimbursement of the federal share. Thistool allows states to take advantage of
access to avariety of capital sources, including its own funds, local funds, anticipation notes,
revenue bonds, bank loans, etc., to speed project completion.

Allowance for Uncollectible Accounts: Account established to reduce receivables for
estimates of uncollectible amounts to reflect the assets at their net realizable value.

Amortization: Provision made in advance for the gradual reduction of an amount owed over
time.

Appraisal: Formal valuation of property, made by a competent authority.

Asset: Any item of economic value, either physical in nature (such as land) or aright to
ownership, expressed in cost or some other value, which an individual or entity owns.

Availability Payments: Periodic (typically annual) payments made by the sponsoring
agency to the project delivery team on the basis of the availability of facility capacity, traffic
volumes, operations and maintenance expenses, safety, facility condition and appearance, or
other factors considered important to the users, in lieu of toll revenues when it is not possible
or practical to charge drivers atoll to usethe facility.

Bad Debt Expense: Estimated cost of losses which may be realized as aresult of afailure to
collect on receivables. The loss isrecorded when information is available that an asset (in
this case, receivables) has probably been impaired or aliability incurred and when the
amount can be reasonably estimated. For accounting purposes, the bad debt expense
estimate is recorded when the allowance account is established or periodically adjusted.

Basis Point: A shorthand financial reference to one-hundredth of one percent (.01 percent)
used in connection with yield and interest rates.
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Bond Counsel: A lawyer or law firm, with expertise in bond law, retained by the issuer to
render an opinion upon the closing of a municipal bond issue regarding the legality of
issuance and other matters including the description of security pledged and an opinion asto
the tax-exempt status of the bond.

Bond Insurance: A financial guarantee provided by a major insurance company (usually
AAA rated) asto the timely repayment of interest and principa of a bond issue.

Book Value: Net amount at which an asset or liability is carried on the books of account
(also referred to as carrying value or amount). It equals the gross nominal amount of any
asset or liability minus any allowance or valuation amount.

Budget Authority: Authority provided by law to enter into financial obligations that will
result in immediate or future outlays of federal government funds. Budget authority includes
the credit subsidy costs for direct loan and loan guarantee programs. Basic forms of budget
authority include appropriations, borrowing authority, contract authority, and authority to
obligate and expend offsetting receipts and collections.

Build/Operate/Transfer: Public-private partnership arrangement involving private
construction, private operation for given period of time, and eventual transfer to public
ownership.

Build-Own-Operate: A private contractor constructs and operates afacility while retaining
ownership. The private sector is under no obligation to the government to purchase the
facility or taketitle.

Call Risk: Risk to the investor associated with prepayments by the issuer of the principal
amount of the bonds prior to the stated maturity date, in accordance with the bonds
redemption provisions.

Capital Appreciation Bond: Long-term bonds which pay no current interest but accrete or
compound in value from the date of issuance to the date of maturity. CABsdiffer from zero
coupon bonds in that they are issued at an initial amount and compound in value, in contrast
to zeroes, which are issued at a deep-discount and compound to par.

Capital Reserves. Funds that remain in a bank and are not loaned out. These funds can be
used to support avariety of credit enhancement tools. Capital reserves also can be used to
leverage the lending ingtitution, or borrow against reserves to expand the pool of available
loan funds.

Capitalization: Process of depositing various funds as seed capital into alending institution
to enable financial services. This pool of money is distributed, through loans and credit
enhancements, in such away to ensure that payments are made back to preserve the corpus.

Capitalized Interest: A specified portion of the origina bond proceeds which will be used
to pay interest on the bonds until revenue from planned sources becomes available upon
completion of construction.

Charge Off: Alternativeterm to write-off. Write-off isthe preferred term. (See "Write-
off".)
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Claim: Synonymous with the term "debt," for purposes of this document. (See"Debt.")
Alternative meanings of the word "claim” include arequest (1) submitted by a lender for
government payment of a defaulted guaranteed loan; (2) filed with the Department of Justice
for the pursuit of litigation and/or enforced collection of an account; or (3) filed with an
agency for the payment of an amount considered due to the submitting individual or
organization, such as for medical insurance.

Close Out: Occurs concurrently with or subsequent to an agency decision to write off a debt
for which the agency has determined that future additional collection attempts would be
futile.

Cohort: Direct loans obligated or loan guarantees committed by a program in the same year
even if disbursements occur in subsequent years. Post-1992 direct loans or loan guarantees
will remain with their original cohort throughout the life of the loan, even if the loan is
modified. Pre-1992 loans and loan guarantees that are modified shall each, respectively,
constitute asingle cohort. (OMB Circular No. A-11, "Preparation and Submission of Budget
Estimates." Executive Office of the President, Office of Management and Budget, hereafter
cited as OMB Circular No. A-11.)

Collateral: Any property pledged as security for aloan.

Collection Agency: Private sector entity whose primary business is the collection of
delinquent debts.

Collection: Process of receiving amounts owed to the federal government, such as payment
on adebt.

Commercial: Adjective used to signify a business activity, regardless of whether that
activity has been undertaken by an individual or business.

Compromise: Accepting less than the full amount of the debt owed from the debtor in
satisfaction of the debt. Also referred to as " settlement.”

Concession: Long-term lease agreement that involves the lease of publicly financed facilities
to a private sector concessionaire for a specified time period. Under the lease, the private
sector concessionaire agrees to pay an upfront fee to the public agency in order to obtain the
rightsto collect the revenue generated by the facility for a defined period of time (usually
from 25 to 99 years). In addition to the concession fee, the concessionaire agrees to operate
and maintain the facility, which may include capital improvements in some instances.

Concession Benefits: Rights to receive revenues and other benefits (often from tolling) for a
fixed period of time, including transferring responsibility for increasing user feesto the
private sector; generating large up-front revenues for the public agency; transferring most
project, financial, operational and other risks to the private concessionaire; and gaining
private sector efficiencies in operations and maintenance activities.

Construction Manager at Risk: A hired construction manager (CM) beginswork on the
project during the design phase to provide constructability, pricing, and sequencing analysis
of the design. The CM becomes the design-build contractor when a guaranteed maximum
price is agreed upon by the project sponsor and CM.

Consumer: Adjective used to signify a personal activity. For example, aloan to afarmer to
buy an automobile for personal use would be considered a consumer loan.

Transportation PPP Guidebook C-4 Glossary of Terms



Contingencies. Existing conditions, situations, or circumstances which involve uncertainty
and which could result in gains or losses. For example, guaranteed loans represent
contingent liabilities which, in the event of default by the borrowers, the federal government
would be liable to cover the losses of the guarantors, and thereby sustain the loss itself.

Contract Authority: A form of budget authority that permits obligations to be made in
advance of appropriations or receipts. Contract authority therefore is unfunded and requires
a subsequent appropriation or offsetting collection to liquidate (pay) the obligations. The
federal-aid highway program has operated under contract authority since 1921.

Cooper ative Agreement: Written consent between two parties to define the basic structure
and purpose of afinancial transaction, including the roles the parties involved and the way in
which funds will be administered.

Corpus: The corpus refersto all initial funds, additional, and subsequent revenue deposited
for bank capitalization. The corpusis essentially a"body" of fundsthat is available, on a
revolving basis, for use in providing financial assistance to borrowers.

Coverage Margin: The margin of safety for payment of debt service on a revenue bond,
reflecting the number of times (e.g., 1.2) by which annual revenues after operations and
mai ntenance costs exceed annual debt service.

Credit Cycle: Complete credit process, composed of four phases. credit extension, account
servicing, debt collection, and write-off/close out.

Credit Enhancement: Financial guarantees or other types of assistance that improve the
credit of underlying debt obligations. Credit enhancement has the effect of lowering interest
costs and improving the marketability of bond issues.

Credit Enhancement: Financing tools - such as letters of credit, lines of credit, bond
insurance, debt service reserves, and debt service guarantees -that improve the credit quality
of underlying financial commitments. Credit enhancements have the effect of lowering
interest costs and improving the marketability or liquidity of bond issues.

Credit Extension: Review and approval of requests for short- and long-term credit.

Credit Program: Federal program that makes loans and/or loan guarantees to non-federal
borrowers.

Credit Reporting Bureau: Private sector entity which collects financial information on
debtors and whose reports on debtors reflect information received from the public and private
sectors.

Credit Score: A statistically-based measure of risk of a particular type of loan to a particular
borrower.

Credit: Promise of future payment in kind or of money given in exchange of present money,
goods, or services.

Current Discount Rate: Discount rate used to measure the cost of a modification with
respect to the modification of direct loans or loan guarantees. It isthe interest rate applicable
at the time of modification on marketable Treasury securities with a similar maturity to the
remaining maturity of the direct guaranteed loans, under either pre-modification terms, or
post-modification terms, whichever is appropriate.
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Current Receivable: A receivable on which payment is due within 12 months of the
reporting period.

Debt: Synonymous with theterm "claim," for purposes of this document. It refersto an
amount of money or property which has been determined by an appropriate federal official to
be owed to the U.S. from any person, organization, or entity other than another federal
agency. Included as debts are amounts due the U.S. from fees, duties, leases, rents, royalties,
services, sales of real or personal property, overpayments, fines, penalties, damages, taxes,
interest, forfeitures, and other sources.

Debt Collection: Recovery of amounts due after routine follow-up fails. This activity
includes the assessment of the debtor's ability to pay, the exploration of possible alternative
arrangements to increase the debtor's ability to repay and other efforts to secure payment.

Deed-in-Lieu of Foreclosure: A voluntary transfer of marketable title to a property to avoid
foreclosure.

Default: Failure to meet any obligation or term of a credit agreement, grant, or contract.
Often used to refer accounts more than 90 days delinquent.

Deficiency: Portion of aloan which remains outstanding after pledged property has been
liquidated (converted to cash) and applied to the outstanding balance.

Delinquency: Failure of the debtor to pay an obligation or debt by the date specified in the
agency'sinitial written notification or applicable contractua agreement, unless other
satisfactory payment arrangements have been made by that date. Delinquency would also
occur if, a any time thereafter, the debtor fails to satisfy the obligations under payment
agreement with the agency.

Design-Bid-Build: Thetraditional project delivery method where design and construction
are sequential steps in the project development process, where one contract is bid for the
design phase and then a second contract is bid for the construction phase of the project.

Design-Build: A procurement or project delivery arrangement whereby a single entity (a
contractor with subconsultants, or team of contractors and engineers, often with
subconsultants) is entrusted with both design and construction of a project. The term
encompasses design-build-maintain, design-build-operate, design-build-finance and other
contracts that include services in addition to design and construction. Franchise and
concession agreements are included in the term if they provide for the franchisee or
concessionaire to develop the project which is the subject of the agreement.

Developer Financing: A type of financing where a private party finances the construction or
expansion of a public facility in exchange for the right to build residential housing,
commercial stores, and/or industrial facilities on the site. Thistype of financing often takes
the form of capacity credits, impact fees, or exactions.

Direct Loan: A disbursement of funds by the Government to a non-Federal borrower under a
contract that requires repayment of such fundswith or without interest. The term includes
the purchase of, or participation in, aloan made by anon-Federal lender. Thetermalso
includes the sale of a Government asset on credit terms of more than 90 days duration. The
term does not include the acquisition of federally guaranteed non-Federal loans in

satisfaction of default or other guarantee claims or the price-support loans of the Commodity
Credit Corporation.
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Direct L oan Obligation: A legal or binding agreement by a Federal agency to make a direct
loan when specified conditions are fulfilled by the borrower. Acquisitions of federally
guaranteed non-Federal loans in satisfaction of default or other guarantee claims are not
recorded as direct loan obligations.

Direct Loan Subsidy Cost: Estimated long-term cost to the federal government of direct
loans calculated on a present value basis, excluding administrative costs. The cost isthe
present value of present value of estimated net cash outflows at the time the direct loans are
discharged. The discount rate used on the calculation isthe average interest rate (yield) on
marketable Treasury securities of similar maturity to the loan, applicable to the time when
the loans are disbursed.

Discharge: Satisfying a debt as alegal obligation through the performance of the
obligation(s) imposed under the debt instrument, such asto pay the debt in full, or through
another action such as a compromise.

Discretionary Spending: Outlays controllable through the congressional appropriation
process. Such outlays result from the provision of budgetary resources (including
appropriations and obligation limitations but excluding mandatory spending authority) in
appropriation acts. The Budget Enforcement Act establishes annual spending limitations or
caps on discretionary appropriations and resulting outlays.

Equity: Commitment of money from public or private sources for project finance, with a
designated rate of return target.

Executive Order 12893: An executive order issued by President Clinton in January 1994,
establishing infrastructure investment as a priority for the Administration and directing
federal agenciesto establish programs for more effective capital investment from current
federal funds.

Face Amount: The par value (i.e., principal or maturity value) of a security.

Financing Account: A non-budget account associated with each credit program account.
The financing account holds fund balances, receives the subsidy cost payment from the credit
program account, and includes all other cash flows to and from the government resulting
from post-1991 direct loans or loan guarantees. (OMB Circular No. A-11, and OMB
Circular No. A-34, "Instructions on Budget Execution,” Part V1, "Credit Apportionment and
Budget Execution," hereafter cited as OMB Circular No. A-34.)

Forbearance: The act of a creditor who refrains from enforcing a debt when it falls due.
Various government credit programs, under specific conditions, offer borrowers certain
protections against foreclosure.

Force M gjeure: Eventsthat are beyond the control of a contractor, such as earthquakes,
epidemics, blockades, wars, acts of sabotage, and archeological site discoveries.

Foreclosure: Method of enforcing payment of a debt secured by a mortgage by seizing the
mortgaged property. Foreclosure terminates all rights which the mortgagor hasin the
mortgaged property upon completion of due process through the courts.

Forgive: To grant relief from all or part of adebt under statutory authority. When an agency
forgives a debt, or some portion thereof, it is deciding that the amount being waived is not
now part of the government's claim.
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Government Sponsored Enterprise: A shareholder owned and operated financial
ingtitution, chartered by the federal government that facilitates the flow of investment funds
to specific economic sectorsthereby providing access to national capital markets. The
activities of these private entities are not included in federal budget totals. But because of
their special relationship to the government, GSEs provide detailed statements as
supplementary information for budget presentation. Examples of GSEs include the Federal
National Mortgage Association (Fannie Mae), the Student Loan Marketing Association
(Sallie Mae), and the Federal Home Loan Mortgage Corporation (Freddie Mac).

Governmental Purpose Bond: A term in the Internal Revenue Code for atax-exempt bond
which is secured by governmental revenues or whose proceeds are used for a general
governmental purpose (as opposed to a private activity bond).

Grant Anticipation Notes (GANS): Short-term debt that is secured by grant money
expected to be recelved after debt isissued. Financial ingtitutions may buy anticipation notes
on behalf of project sponsors in advance of receiving other financial assistance, to enable a
faster project start. Helps project sponsors advance projects, especially when unable to
access capital markets.

Guarantee: A contract(s) inwhich afinancial institution agrees to take responsibility for al
or aportion of aproject sponsor's financial obligations for a project under specified
conditions.

I nnovative Contracting: Alternative contracting practices meant to improve the efficiency
and quality of roadway congtruction, maintenance, or operation. Examples of innovative
contracting include: A+B contracting, lane rental, the use of warranties, design-build, design-
build-operate, design-build-finance-operate-maintain.

I nnovative Finance: Alternative methods of financing construction, maintenance, or
operation of transportation facilities. The term innovative finance covers a broad variety of
non-traditiona financing, including the use of private funds or the use of public fundsin a
new way, e.g., GARVEE bonds or special tax digtricts.

Installment L oan: An obligation to repay monies borrowed a fixed intervals over time.

Institutional Investor: A financial institution such as a mutual fund, insurance company, or
pension fund that purchases securitiesin large quantities.

Insurance: Type of guarantee in which any agency pledges the use of accumulated insurance
premiums to offset the cost of default on the part of borrowers. "Loan insurance” is
considered the equivalent of a"loan guarantee.”

Intelligent Transportation Systems. The application of advanced electronics and
communication technologies to enhance the capacity and efficiency of transportation
systems, including traveler information, public transportation, and commercial vehicle
operations.

Interest Method: Method used to amortize the premium or discount of an investment in
bonds, or to amortize the subsidy cost allowance of direct loans. Under this method, the
amortization amount of the subsidy cost allowance equals the effective interest minusthe
nominal interest of the direct loans. The effective interest equals the present value of the
direct loans times the effective interest rate (the discount rate). The nominal interest equals
the nominal amount (face amount) of the direct loans times the stated interest rate (the rate
stated in the loan agreements).
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Interest Subsidy: A subsidy provided by financial institutions (such as multi-lateral lenders,
state infrastructure banks, or export credit agencies) to lower overall financing costs for
project sponsors. With thistool, project sponsors repay loans at less than current market
rates. Market rates may be determined by the cost of borrowing through conventional issues
of comparable duration.

Interest: Sum paid or caculated for the use of capital. Financing interest isthe charge
assessed as a cost of extending credit as distinguished from additional interest which isthe
charge assessed on delinquent debts in order to compensate the federal government for the
time value of money owed and not paid when due. Additional interest is accrued and
assessed from the date of delinquency.

Internal Rate of Return: Interest rate that equates the present value of the expected future
cash flows net of on-going costs for operations, maintenance, repair, reserve funds, and taxes,
to the initial capital cost outlay or investment. Thisisthe rate a which the net present value
of the project equals zero.

Investment Grade: Describes the top four rating categories of relatively secure bonds
suitable for a conservative investor. Standard & Poor's rating service looks upon all bonds
between the AAA and BBB ratings asinvestment grade. Generally speaking, any bonds
rated below BBB are considered to have speculative features and are deemed sub-investment
grade or junk bonds.

Junior Debt: Debt having a subordinate or secondary claim on an underlying security or
source of payment for debt service, relative to another issue with ahigher priority claim.
(See Subordinate Claim.)

L ate Charges: Amounts accrued and assessed on a delinquent debt; the term includes
administrative costs, penalties, and additional interest.

Letter of Credit: A form of loan from afinancial institution to be used only in the instance
of ashortfall in net revenue for debt service (i.e., a contingent loan). A letter of credit is
security provided directly to the lender/bondholders (viaa bond trustee), rather than to the
borrower/project sponsor.

Leverage: A financial mechanism used to increase available funds usually by issuing debt
(typically bonds) or by guaranteeing or otherwise assuming liability for others debt in an
amount greater than cash balances.

L everaging Ratio: Measures the extent to which a given investment attracts additional
capital. In the context of this report, the leveraging ratio of federal fundsisequal to the total
project costs divided by the budgetary cost of providing federal credit assistance.

Liability: Amount owed (i.e., payable) by an individual or entity, such as for terms received,
services rendered, expenses incurred, assets acquired, construction performed, and amounts
received but not yet earned.

Life-Cycle Costs: The costs of aproject over its entire life: from project inception to the end
of atransportation facility's design life.
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Line of Credit: A form of loan to be used only in the instance of a shortfall in net revenue
for debt service or other financial commitments (i.e., acontingent loan). A line of credit,
while similar to aletter of credit, is security available directly to the borrower/project sponsor
with flexibility in use of the funds.

Liquidation: Process of converting collateral to cash.

Liquidity: Refersto an investor's ability to sell aninvestment as a means of payment or
easily convert it to cash without risk of loss of nominal value.

Litigation: Legal action or process taken for full or partial debt recovery.

L oan Guarantee Commitment: Binding agreement by a federal agency to make aloan
guarantee when specified conditions are fulfilled by the borrower, the lender, or any other
party to the guarantee agreement. (OMB Circular No. A-11).

L oan Guarantee: Contingent liability created when the federal government assures a private
lender who has made a commitment to disburse funds to a borrower that the lender will be
repaid to the extent of a guarantee in the event of default by the debtor.

L oan Guarantee Subsidy Cost: Estimated long-term cost to the federal government of loan
guarantees calculated on a present value basis, excluding adminigtrative costs. The cos is
the present value of estimated net cash outflows at the time the guaranteed loans are
disbursed by the lender. The discount rate used for the calculation is the average interest rate
(yield) on marketable Treasury securities of similar maturity to the loan guarantees,

applicable to the time when the guaranteed loans are disbursed.

Loan Servicer: A public or private entity that is responsible for collecting, monitoring, and
reporting loan payments. In the context of thisreport, aloan servicer would also assist in
originating the loan.

Loan: Legally binding document which obligates a specific value of funds available for
disbursement. The amount of funds disbursed isto be repaid (with or without interest and
late fees) in accordance with the terms of a promissory note and/or repayment schedule.

L oan-to-Value Ratio: Represents the proportion of the amount of a loan to the value being
pledged to secure that loan. It isderived as follows: total financing costs (i.e., the market
value of the collateral plusthe financed portion of any closing costs, insurance premiums, or
other transaction-related expenses less the borrower's cash down payment) divided by the
market value of the collateral.

Mandatory Spending: Outlays generally not controllable through the congressional
appropriation process. Mandatory amounts are budget authority or outlays that cannot be
increased or decreased in a given year without a change in substantive law. Entitlement
programs (e.g., food stamps, Medicare, veterans pensions) are chief examples of mandatory
programs, whereby Congress controls spending indirectly, by defining eligibility and setting
benefit payment rules, rather than directly through the appropriation process. With regard to
the federal-aid highway program, mandatory spending refersto outlays resulting from
obligations of contract authority programs not subject to annual obligation limitations, such
as Minimum Allocation, Emergency Relief, and Demonstration Project spending.
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M odification: Federal government action, including legislation or administrative action, that
atersthe estimated subsidy cost and the present value of outstanding direct loans (or direct
loan obligations), or the liability of loan guarantees (or loan guarantee commitments). Direct
modifications change the subsidy cost by altering the terms of existing contracts or by selling
loan assets. Indirect modifications are actions that change the subsidy cost by legislation that
atersthe way in which an outstanding portfolio of direct loans or loan guaranteesis
administered. The term modification does not include subsidy cost re-estimates, the routine
administrative workouts of troubled loans, and actions that are permitted within the existing
contract terms.

Net Present Value: Amount by which the total present value of cash inflows, net of on-
going costs for operations, maintenance, repair, reserve funds, and taxes and discounted at
the cogt of capital over the period of the contract, exceed the project’s capital cost outlay.
(See definition of Present Vaue below for further explanation of this concept.)

Nominal (or Faceor Par) Value or Amount: Amount of abond, note, mortgage, or other
security as stated in the instrument itself, exclusive of interest or dividend accumulations.
The nominal amount may or may not coincide with the price at which the instrument was
first sold, its present market value, or its redemption price.

Non-Current Receivable: areceivable on which payment will not be due within 12 months
of the reporting period.

Non-Federal M atch: The commitment of state or other non-federal funds required to receive
federal contributions. For example, the U.S. SIB program requires a non-federal match for
capitalization funds, which is 25 percent of the amount of federal funds. The match may be
lower in states which have a sliding scale rate based on the percentage of federal land in the
state.

Obligation Authority: The amount of budgetary resources (including new budget authority,
balances of unobligated budget authority carried over from prior years, and obligation
limitations) available for obligation in agiven fiscal year. With regard to the federal-aid
highway program, obligation authority often refers to the amount of federal-aid obligation
limitation, established annually by Congress in appropriation acts, that is allocated to the
states and controls the amount of apportioned contract authority that can be obligated by the
statesinagiven fiscal year.

Original Discount Rate: Discount rate originally used to calculate the present value of
direct loans or loan guarantee liabilities, when the direct or guaranteed loans were disbursed.

Outlays: An outlay represents an official payment of funds.

Parity Debt: Debt obligationsissued or to be issued with an equal claim to other debt
obligations on the source of payment for debt service.

Pay-As-You-Go Financing: Describes government financing of capital outlays from current
revenues or grants rather than by borrowing.

Penalty: Punitive charge assessed for delinquent debts, with the assessed rate capped by law.
Personal Property: Tangible, movable assets, such as automobiles, planes, and boats.

Pre-Foreclosure Sale: The opportunity for borrowers who cannot meet their obligation
(repayment of aloan) to sell their property in order to avoid foreclosure. Borrowers who
agreeto sell their property using this method are generally relieved of their loan obligation.
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Preliminary Rating: A credit opinion from arating agency based on a preliminary
assessment assigned to a proposed bond issue.

Prepayment: Partial or full repurchase or other advance deposits of outstanding loan
principal and interest by the borrower/debtor. The repurchase may be made at a discount
from the current outstanding principal balance.

Present Value (PV): The value of future cash flows discounted to the present at certain
interest rate (such as the entity's cost of capital or funds), assuming compounded interest.
The GAO definition of present values is as follows: The worth of a future stream of returns
or costsin terms of money paid immediately (or at some designated date). A dollar available
at some date in the future is worth less than a dollar available today because the latter could
be invested and earn interest in the interim. In calculating present value, prevailing interest
rates provide the basis for converting future amounts into their "money now" equivalents.
Under credit reform, the subsidy cost of direct loans and loan guarantees are to be computed
on a present value basis and included as budget outlays at the time the direct or guaranteed
loans are disbursed.

Principal: Amount loaned to the borrower and owed to the federal government which
excludes interest, penalties, administrative costs, loan fees, and prepaid charges.

Program Account: Budget account into which an appropriation to cover the subsidy cost of
adirect loan or loan guarantee program is made and from which such cost is disbursed to the
financing account. Usually, a separate amount for administrative expenses is also
appropriated to the program account.

Project Revenues. All rates, rents, fees, assessments, charges, and other receipts derived by
a project sponsor from a project.

Public-Private Partnership: A contractual agreement formed between public and private
sector partners, which allows more private sector participation than istraditional. These
agreements usually involve a government agency contracting with a private company to
renovate, construct, operate, maintain, and/or manage afacility or system. While the public
sector usually retains ownership in the facility or system, the private party is often given
additional decision rights in determining how the project or task will be completed most cost-
effectively. The term public-private partnership defines an expansive set of relationships
from relatively simple contracts (e.g., A+B contracting), to development agreements that can
be very complicated and technical (e.g., design-build-finance-operate-maintain). Inthe
context of this report, the term public-private-partnership is used for any scenario under
which the private sector would be more of a partner than they are under the traditional
method of procurement. Further, the broad definition used for public-private partnerships
includes many elements that are applied fairly regularly on appropriate projects.

Ramp-Up Phase: The phase in aproject's life cycle immediately following construction. It
is during this phase, the early years of operation, that a project's revenue streamis
established.

Purchase Rate: Total actual and projected dollars purchased, including principal and
interest, on a guaranteed loan as a percentage of the total dollars disbursed for a given cohort
of loans.
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Purchase: If aborrower isin default for at least 60 days (SBA terms), the lender can request
the Agency to honor its guarantee by purchasing SBA's pro-rata share of the debt outstanding
to the lender. The purchase amount includes principal and up to 120 days (SBA terms)
accrued interest.

Rate Covenant: A contractual agreement in the legal documentation of a bond issue
requiring the issuer to charge rates or fees for the use of specified facilities or operations at
least sufficient to achieve a stated minimum debt service coverage level.

Rating Agency: An organization that assesses and issues opinions regarding the relative
credit quality of bond issues. The three major municipal bond rating agencies are Fitch
Investors Service, Moody's Investors Service, and Standard and Poor.

Real Property: Tangible, non-movable assets, such as land and buildings.

Receivable: Amount owed to alender by an individual, organization, or other entity to
satisfy adebt or aclaim. Examples of receivables generated by government activities
include amounts due for taxes, loans, the sale of goods and services, fines, penalties,
forfeitures, interest, and overpayments of salaries and benefits.

Recour se: Rights of aholder in due course of afinancial instrument (such as a loan) to force
the endorser on the instrument to meet his or her legal obligations for making good the
payment of the instrument if dishonored by the maker or acceptor.

Recovery: The dollars collected subsequent to a purchase, net of expenses, on a guaranteed
loan.

Recovery Rate: Thetotal actual and projected collections net of expenses subsequent to a
purchase as a percentage of the total projected dollars purchased for a given cohort of
guaranteed loans.

Re-estimates. Estimates of the subsidy costs performed subsequent to their initial estimates
made at the time of aloan's disbursement.

Repayment Agreement: Agreement that establishes the terms and conditions governing the
recovery of adebt of the lender and borrower when credit isinitially extended or adebt is
rescheduled. (See "Reschedule.")

Reschedule: Procedure of establishing new terms and conditionsto facilitate repayment of a
debt. Also called restructuring, refinancing, and reamortizing, rescheduling includes
establishing new terms as a result of changes in authorizing legislation (e.g., congressional
action allowing farmers to have an additional 5 years to pay off their loans).

Revenue Bonds:. Instruments of indebtedness issued by the public sector to finance the
construction or maintenance of atransportation facility. Revenue bonds, unlike genera
obligation bonds, are not backed by the full faith and credit of the government, but are
instead dependent on revenues from the roadway they finance.

Revolving Loan Fund: Financing tool that recycles funds by providing loans, receiving loan
repayments, and then providing further loans.
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Risk Category: Subdivisions of acohort of direct loans or loan guarantees into groups of
loans that are relatively homogeneousiis cost, given the facts known at the time of obligation
or commitment. Risk categorieswill group all loans obligated or committed for a program
during the fiscal year that share characteristics predictive of defaults and other cost.

Salary Offset: Process of collecting a debt by deducting part or all of the debt from an
employee's current pay at one or more officially established pay intervals without his or her
consent.

Secured Debt: Debt for which collateral has been pledged.

Senior Debt: Debt obligations having a priority claim on the source of payment for debt
service.

Servicer: Entity under contract to alender or agency to perform account servicing functions,
Settle: Resolving a debt or claim.

Shadow Toalling: Shadow tolls are per vehicle amounts paid to afacility operator by athird
party such as a sponsoring governmental entity. Shadow tolls are not paid by facility users.
Shadow toll amounts paid to afacility operator vary by contract and are typically based upon
the type of vehicle and distance traveled.

Soft Loan: Loan provided to a project sponsor with flexible repayment terms. Soft loans are
generally subordinate to other debt, can have variable repayment schedules and extended
terms, and subsidized interest rates.

Start-Up Project: A separate, free-standing and new facility dependent on its own revenue
stream to generate earnings to cover operating and capital costs.

State Infrastructure Bank: A state or multi-state revolving fund that provides loans, credit
enhancement, and other forms of financial assistance to surface transportation projects.

State Transportation Improvement Program: A short-term transportation planning
document covering at least athree-year period and updated at least every two years. The
STIPincludes apriority list of projects to be carried out in each of the three years. Projects
included in the STIP must be consistent with the long-term transportation plan, must conform
to regional air quality implementation plans, and must be financially constrained (achievable
within existing or reasonably anticipated funding sources).

State Transportation Plan: The transportation plan covers a 20-year period and includes
both short- and long-term actions that develop and maintain an integrated, intermodal
transportation system. The plan must conform to regional air quality implementation plans
and be financially constrained.

Stress Test: A financia test applied by rating agencies to assess the claims-paying ability of
municipal bond insurers. The stresstest subjects a bond insurer's portfolio to a severe and
prolonged economic downturn that produces an extraordinary level of bond defaults. In
order to receive an AAA rating on its claims-paying ability, a bond insurer must be able to
pay al projected claims through the peak years of the stress period and be left with sufficient
resourcesto write new business when more stable economic conditions resume.

Subordinate Claim: A claim on an underlying source of payment for debt service which is
junior or secondary to that securing another debt obligation. (see Junior Debt)
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Subsidy Cost: The estimated long-term cost to the federal government of providing credit
assistance (e.g., direct loans or loan guarantees), calculated on a net present value basis at the
time of disbursement and excluding administrative cogs.

Suspend Collection Action: Placing collection action temporarily in abeyance due to the
existence of a particular set of circumstances.

Tax Refund Offset: Reduction of a debtor's tax overpayments by the amount of legally
enforceable debt owed to afederal agency. It isatype of administrative offset.

Taxpayer Identification Number (TIN): Social Security Number (SSN) for individuals or
the Employee Identification Number (EIN) for business organizations or non-profit entities.

TE-045 Innovative Finance Initiative: A research program begun by the Federal Highway
Adminigration in 1994 in response to Executive Order 12893. This finance initiative is
designed to increase investment, accelerate projects, promote the use of existing innovative
finance provisions, and establish the basis for future initiatives by waiving selected federal
policies and procedures. This allows specific transportation projects to be advanced through
the use of non-traditional finance mechanisms.

Terminate Collection Action: Ceasing active collection of adebt. The act of removing the
debt from accounting recordsisto "write off." A decision to terminate collection action
occurs concurrently with the write-off.

TIFIA Credit Program: As part of its 1998 enactment of the Transportation Equity Act for
the 21st Century (TEA 21), Congress established a Federal credit program for large
transportation projects. Sections 1501 to 1504 of TEA 21, collectively the Transportation
Infrastructure Finance and Innovation Act of 1998 (TIFIA), authorize the Department of
Transportation (DOT) to provide three forms of credit assistance - secured (direct) loans,
loan guarantees and standby lines of credit - to surface transportation projects of national or
regional significance. A specific goal of TIFIA isto leverage private co-investment.
Because the program offers credit assistance, rather than grant funding, potential projects
must be capable of generating revenue streams via user charges or other dedicated funding
sources. Ingeneral, aproject's eligible costs must be reasonably anticipated to total at least
$100 million. Credit assistance is available to highway, transit, passenger rail and multi-
modal projects. Other types of eligible projects include intercity passenger rail or bus
projects, publicly owned intermodal facilities on or adjacent to the National Highway
System, projects that provide ground access to airports or seaports, and surface transportation
projects principally involving the installation of Intelligent Transportation Systems (ITS), for
which the cost threshold is $30 million. The TIFIA credit assistance is limited to 33 percent
of eligible project cogts. For more information, visit the TIFIA website at
http://tifia.fhwa.dot.gov/

Title 23 of the United States Code: Highway title that includes many of the laws governing
the federal-aid highway program. The title embodies substantive provisions of law that
Congress considers permanent and need not be reenacted in each new highway authorization
act.

Title 49 of the United States Code: Transportation title that includes laws governing
various transportation-related programs and agencies, including the Department of

Transportation, general and intermodal programs, interstate commerce, rail and motor
vehicle programs, aviation programs, pipelines, and commercial space transportation.
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Toll Credits: Credits are earned when a State, atoll authority, or a private entity funds a
capital highway investment with toll revenues from existing facilities. States may increase
the use of available eligible Federal funding on a project, up to the normal State/local
matching amount, and debit the sum of the toll credits that have been earned by that same
amount.

Tolling: The process of collecting revenue whereby road users are charged a fee per roadway
use. Tolls may be collected on aflat-fee basis, time basis, or distance basis and may vary by
type of vehicle.

Turnkey: A generic term for avariety of public/private partnership arrangements whereby a
public sector entity awards a contract to one or more private firms to undertake the
development, construction, and/or operation of an infrastructure project for a predetermined
period of time before turning the project back over to the public entity. Turnkeys may take
various forms, including design-build-transfer and build-operate-transfer.

Unobligated Balance: The portion of obligation authority (including new budget authority
and balances of unobligated budget authority carried over from prior years) that has not yet
been obligated. With regard to the federal-aid highway program, the term generally refersto
balances of gpportioned contract authority that the states have been unable to obligate due to
annual obligation limitations imposed by Congress.

Valuefor Money: The estimated project cost savings associated with using a PPP delivery
approach, when the project delivery teamis paid directly by the sponsoring agency through
either availability payments or shadow tolls instead of from the proceeds coming from direct
user charges, like tolls, where value isrelated to the level of tolls patrons are willing to pay to
use the facility.

Warranty: When used in public-private partnerships for the construction of roads, warranty
clauses guarantee that the roadway will meet a certain level of quality or else repairs will be
made at the private contractor’s expense. There are currently two types of warranties used in
highway construction: (1) materials and workmanship warranties and (2) performance
warranties. Under the first type, the contractor is responsible only for defects caused by poor
materials and workmanship. Under the latter, the contractor is responsible for the product
meeting certain agreed upon performance thresholds, regardless of whether materials and
workmanship met State sandards.

Workout Group: Group established within an agency, whose sole purpose is to resolve or
attempt to resolve troubled debts, including those debts which demand that extreme measures
be taken to protect the government's interests.

Write-Off: (Preferred term to "Charge Off") Occurs when an agency official determines,
after all appropriate collection tools have been used, that a debt is uncollectible. Active
collection on an account creases and the account is removed from an entity's receivables.

Zero Coupon Bond: A bond that is originally issued at a deep discount from its par or face
amount and which bears no current interest. The bond is bought at a discount price which
implies a stated rate of return calculated on the basis of the bond being payable at par at
maturity. (see Capital Appreciation Bond)
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LIST OF ACRONYMS

AASHTO American Association of State Highway & Transportation Officials
AGCA The Associated General Contractors of America
ARTBA American Road and Transportation Builders Association
BOO Build-Own-Operate
BOT/BTO Build-Operate-Transfer/Build-Transfer-Operate
CBO Congressional Budget Office
CEQ Council on Environmental Quality
CFR Code of Federal Regulations
CM Construction Manager
CM @Risk Construction Manager at Risk
CPTC California Private Transportation Company
DB Design-Build
DBB Design-Bid-Build
DBF Design-Build-Finance
DBOM Design-Build-Operate-Maintain
DBOM-F Design-Build-Operate-Maintain-Finance
DOT Department of Transportation
EBRD European Bank for Reconstruction & Development
ECI Early Contractor Involvement
EIB European Investment Bank
EIS Environmental |mpact Statement
ESA Endangered Species Act
FHWA Federal Highway Administration
FOIA Freedom of Information Act
FTA Federal Transit Administration
GAN Grant Anticipation Notes or Bonds
GAO General Accounting Office
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GARVEEs
HBA
HOV
HUD

IFB

DB

IRR
ISTEA
JDA

LTM

M PO
NEPA
NHSAct
NHS
NMSHTD

NPV
NTP

OCTA
PDC
PENTA-P
PPP
PPTA
RFP

RFQ
RMASs
RSPA
SAFETEA
SEP-14

Grant Anticipation Revenue Vehicles (bonds or notes)
Highway Beautification Act

High Occupancy Vehicle

U.S. Department of Housing & Urban Development
Invitation for Bid

Inter-American Development Bank

Internal Rate of Return

Intermodal Surface Transportation Efficiency Act of 1991
Joint Development Agreement

Louisana TIMED Managers

Metropolitan Planning Organization

National Environmental Policy Act of 1969, as amended
National Highway System Designation Act of 1995
National Highway System

New Mexico State Highway & Transportation Department

Net Present Vaue
Notice to Proceed

Orange County Transit Authority

Project Development Contractor

FTA’s PPP Pilot Program (or PPPPP)
Public-Private Partnership

Public-Private Transportation Act of 1995 (Virginia)
Request for Proposa

Request for Qualifications

Regional Mobility Authorities

Research and Special Programs Administration

Safe, Accountable, Flexible, and Efficient Transportation Equity Act of 2003

Special Experimental Project Number 14 allows state transportation and local
transportation agencies using Federal-aid funds to apply for permission to use
avariety of aternative procurement approachesto deliver projects
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SEP-15 Specia Experimental Project Number 15 allows state and local transportation
agencies using Federal-aid funds to apply for permission to use alternative
approaches to transportation planning, financing, contracting, environmental
clearance, and right-of-way acquisition that are more efficient than traditional
approaches and promote involvement by the private sector through PPPs

SCDOT South Carolina Department of Transportation

SIBs State Infrastructure Banks

STP Surface Transportation Program

TEA-21 Transportation Equity Act for the 21% Century, as amended
TIFIA Trangportation Infrastructure Finance & Innovation Act
TxDOT Texas Department of Transportation

U.S.C. United States Code

USFWS United States Fish & Wildlife Service

uDOT Utah Department of Transportation
USDOT United States Department of Transportation
VDOT Virginia Department of Transportation
VPPP Value Pricing Pilot Program of FHWA

WSDOT Washington State Department of Transportation
WVDOT West Virginia Department of Transportation

Transportation PPP Guidebook D-4 List of Acronyms



APPENDIX E - PUBLIC-PRIVATE PARTNERSHIP
REFERENCES

Transportation PPP Guidebook E-1 PPP References



PUBLIC-PRIVATE PARTNERSHIP REFERENCES

FHWA PPP RESOURCES

FHWA Manual for Using PPPs on Highway Projects: Issued in November 2005, this
manual is intended to provide a one-stop resource for States interested in pursuing Public-
Private Partnerships and curious asto how Federal requirements apply. Although a summary
document itself, it identifies links and references that will provide access to more detailed
guidance for anyone interested in exploring a Public-Private Partnership.

Synthesis of Public-Private Partnership Projectsfor Roads Bridges & Tunnelsfrom
Around the World — 1985-2004: This August 2005 report presents a synthesis of a
comprehensive database of highway infrastructure projects from around the world financed
or delivered through some form of public-private partnership (PPP). This synthesis provides
insights into the nature and extent of highway infrastructure projects that have and are being
advanced through various types of PPP contractual arrangements. They also reveal the
predominant types and sizes of PPP contracts used in various regions and countries around
theworld for developing different types of highway infrastructure, including roads, bridges,
and tunnels. The results of this synthesis are intended to inform those involved in the
development, funding, or delivery of highway infrastructure regarding the worldwide use of
PPPsto delivery highway and other forms of public use infrastructure.

FHWA Report to Congress on PPPs. Thisreport, issued in December 2004 by U.S. DOT,
answers the questions posed by Congress and attempts to provide a resource document for
States interested in using public-private partnerships as a method of procurement. The report
isdivided into five major sections: history and initiatives, value of public-private
partnerships, impediments to their formation, stakeholder comments, and recommendations
for removing those impediments. The value section is designed to help States considering
public-private partnerships better understand the benefits of such an approach and some of
the downsides. This report, however, is not designed to be a manual on how to use public-
private partnerships as part of a State program. We have not addressed the myriad issues
concerning when public-private partnerships should be used and how they should be
negotiated. The report focuses on the questions posed by the House Report language and
provides the background necessary to provide context for the answers to those questions.

FHWA Office of International Programs. Contract Administration: Technology and
Practicein Europe: In June 2001, ateam comprised of Federal, State, contracting, legal,

and academic representatives travelled to Portugal, the Netherlands, France, and England.
Their mission was to investigate and document alternative contract administration procedures
for possible implementation in the United States.

The scan team discovered that European highway agencies appear to be better a exploiting
the efficiencies and resources that the private sector offers, through the use of innovative
financing, alternative contracting techniques, design-build, concessions, performance
contracting, and active asset management. European agencies have created contracts that
focus on the users, while seeking to allocate risk appropriately and establish an atmosphere
of trust in the implementation of procedures. The United States can directly and immediately
employ many European procedures to help cope with its most urgent transportation needs.
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The report discusses these European techniques in terms of procurement, contract types, and
payment mechanisms. The report also addresses the following subjects: best-value selection,
performance specifications, design-build, shadow tolls, public-private partnerships,
concessions, and design-build-operate-maintain.

FHWA Innovative Finance Quarterly: This quarterly newsletter, published by FHWA,
provides information on the latest developments in Federally-sponsored innovative finance
programs, such as TIFIA, GARVEE Bonds, and SIB transactions. It aso features
descriptions of innovative projects and programs of interest launched by state DOTs around
the country. The newsletter also tracks legislative changes. Copies of all issues of the
Quarterly dating back to 1997 are available on the FHWA Innovative Finance website,
together with copies of FHWA's earlier Innovative Finance Newsletter.

Current Toll Road Activity in the U.S.: A Survey and Analysis by FHWA.

PPP Letter from former Secretary Minetato Congressman Petri: This letter from former
Secretary Minetato Congressman Thomas Petri, Chairman of the Subcommittee on
Highways, Transit, and Pipelines of the U.S. House of Representatives Committee on
Transportation and I nfrastructure commends the committee for holding a congressional
hearing on highway public-private partnerships and provides a compressive list of the various
programs active within U.S. DOT that support partnership projects

TRB PPP RESOURCES

"Let'sMake aDeal" Panel Discussion: On Monday, January 10, 2005 FHWA
Administrator Mary Peters moderated a panel at the Transportation Research Board's annual
meeting titled "Let's Make a Deal." The session was structured as an open forum between the
U.S. DOT and private sector players involved in project financing and delivery. The session
focused on how the parties need to think creatively and strategically together to advance
critical surface transportation projects, specifically addressing what flexibilitiesthe key
stakeholders need to bring to the table.

STATE DOT PPP RESOURCES

Current Practicesin Public-Private Partnershipsfor Highway Projects. States
throughout the country face serious gaps between the level of highway services demanded by
citizens and businesses and the funding available to finance, construct, operate and maintain
the highway system. The needed improvements would provide substantial economic benefits
to the travelling public — both to citizens of the sponsoring states and to the residents and
businesses travelling through these states to other destination.

The State of Maryland is exploring the potential to expand the use of public-private
partnerships (P3) to deliver highway projects. Maryland has enjoyed success using the
“design-build” model of P3 in several highway projects. That model would be expanded to
larger projects and could encompass a broader range of project activities including the
financing, planning, design, construction, operation and maintenance of highways.
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Issued in July 2005, this report reviews transportation P3 initiatives throughout the USin
order to gain a broad understanding of the challenges and obstacles associated with such
programs. The information used in the review came from two concurrent research efforts
conducted by staff form the Maryland Transportation Authority, Maryland DOT, the State
Highway Adminigtration, FHWA, and KCI Technologies (the Maryland P3 Team) in 2004.

NATIONAL CENTER FOR PPP RESOURCES

PPP Final Report: Partnershipsin Transportation Workshops: Based on workshop
presentations, panel dialogues, and roundtable discussions, this report outlines the many
lessons learned from the workshops, with an emphasis on the elements of a successful PPP
project from both public and private perspectives, impedimentsto PPPs in surface
transportation programs, and strategies for overcoming these impediments. The report also
summarizes the status of PPP programs within each of the states that hosted a PPP workshop.
The report concludes by discussing the impacts that the PPP workshops have had on host
agencies, next stepsto further promote PPPs, and available resources for sponsors of PPPs
and others who are interested in developing and implementing PPP programs and projects.

DEVELOPMENT BANK PPP RESOURCES

World Bank Policy Research Working Paper 3356: Wheredo We Stand on Transport
Infrastructure Deregulation and Public-Private Partner ship? The evolution of transport
public-private partnerships (PPPs) in developing and developed countries since the early
1990s seems to be following a similar path: private initiatives work for awhile but after a
shock to the sector takes place the public sector returns as regulator, owner or financier; after
awhile the public sector runs into problems and eventually finds a hybrid solution to ensure
the survival of the sector. This paper reviews the effectiveness of transport infrastructure
deregulation from three angles. efficiency, fiscal and users' viewpoint. The paper emphasizes
the difficulties and strong political commitments required to make the reforms sustainable
and argues that governments willing to make correctionsto the reform path are faced with
the need to address recurrent and emerging issues in transport systems: tariff structure,
guality (timetable, safety, environment), access rules for captive shippers, the trend toward
rebundling and decrease in intrasectoral competition, multimodalism and the stimulus
through yardstick competition.

World Bank Technical Paper No. 399, Concessons for Infrastructure: A Guideto Their
Design and Award: Concession arrangements entail a myriad of legal and economic issues,
including the organization of government entities responsible for concession programs and
the adequacy of the broader legal and regulatory environment. The design and
implementation of concession contracts that allocate risks and responsibilities and the
mechanisms for evaluating and awarding projects are also of paramount importance. The
government'srole as regulator and as a provider of support for infrastructure concessions
must also be assessed. While some countries have established extensive concession
programs, others are just beginning to develop these programs. This report provides aguide
to the complex range of issues and options involved in the implementation of concession
arrangements, drawing on the experience of both industrial and developing countries.
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Public Private Partnershipsin Toll Roadsin the Peoples Republic of China: This paper
was prepared for the PPIAF/ADB Conference on Infrastructure Development — Private
Solutions for the Poor: The Asian Perspective, Manila, 28-30 October 2002. It provides a
detailed review of the toll roads program in China deals with issues that are relevant to other
countries and sectors. |ssues addressed include: the motivation for private participation,
ingtitutional arrangements (including the use of corporatized companies that are nominally
private but in fact government-controlled), and modalities for raising finance - including
securitization of toll revenues, bond issues, joint ventures and concessions. |mpacts on
economic and regional development and social equity are assessed. The paper recommends
greater coordination in planning of toll roads to create an effective network; clearer and
standardized regulatory and institutional frameworks; a greater focus on users, and a more
consultative approach to resettlement and related issues.

World Bank Toll Roads and Concessions: This knowledge base deals with the general
issue of toll roads. It also covers contractual options for private sector involvement
(including concessions). The knowledge base covers the extent of toll road provision
internationally, the objectives, benefits, and costs of atoll road program, tariff setting and
development issues, and involvement of the private sector. This key issues document is
based on extensive experience in the sector worldwide and follows on from the work being
carried out on behalf of the World Bank and Japanese Ministry of Construction on the
development of toll roadsin Asia.

Seminar Proceedings for Asian Toll Road Development in an Era of Financial Crisis:
This seminar was held from 9-11 March 1999 at the Tokyo International Forum in Tokyo,
Japan. It brought together a wide range of leaders, decision-makers, academics, and other
influential people related to toll road development, totalling 340 persons from 17 countries.
The Seminar featured 18 individual speeches and presentations, as well as a comprehensive
panel discussion on the last day. Seminar speakers and panellists included MOCJ and World
Bank officials, foreign government representatives, academic experts from Japan and abroad,
public and private sector toll road developers and operators, and specialists in the areas of toll
road finance, regulation, and legal issues.

The Seminar Proceedings comprise three volumes. Volume | contains an introductory
Section and eight others, one for each of the Seminar Sessions. Volume Il contains
background information on the seminar and its participants. Volume Il contains Appendix
G, areport entitled “Review of Recent Toll Road Experience in Selected Countries,” which
served as the Seminar Resource Report and was given to all Seminar attendees.

Public Policy for the Private Sector 258 - Unsolicited Proposals: John Hodges
Competitive Solutions for Private Infrastructure: This Paper looks at systems used by
some governments transform unsolicited proposals for private infrastructure projects into
competitively tendered projects. It focuses on the policiesthat Chile, the Republic of Korea,
the Philippines, and South Africa have adopted for managing such proposals. A companion
discussion explores the problems associated with unsolicited proposals, especialy the risks
they raise for competition and transparency.

PPP Council of Canada
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EUROPEAN COMMISSION PPP RESOURCES

Guidelinesfor Successful Public-Private Partnerships: This document was designed as a
practical tool for PPP practitioners in the public sector faced with the opportunity of
structuring a PPP and of integrating or “blending” European Communities grant financing in
PPPs. The report isto focus on a number of critical issues influencing the successful
integration of public grants, private funds, IFl loans (such as the EIB or EBRD) and
European Commission financing. Reference is made to a number of analytical techniques
which are well known and documented. These are not presented with the objective of
promoting a standard methodology but rather in an attempt to highlight areasin which
particular care and analysis needs to be observed. The Guidelines are not designed to
provide an exhaustive list of PPP structures nor present any structures as having the
endorsement of the Commission. The Guidelines present five thematic parts dealing with:

- PPP dructures, suitability and success factors

- Legal and regulatory structures

- Financia and economic Implications of PPPs

- Integrating grant financing and PPP objectives

- Conception, planning and implementation of PPPs

Resource Book on PPP Case Studies: The growing interest in the development of PPP’s
was confirmed by the request, put forward by representatives of Candidate Countries, to
complement the Guidelines with examples of actual projects in order to better understand the
practical implementation issues. Following this request, the Commission has developed this
Resource Book, consisting of case studies of PPPsin both Western and Central Europe and
in various sectorsincluding: Water and Wastewater Management, Solid Waste Management
and Trangport. These sectors are representative of those in which the Commission has
provided grant financing. While they are not the only sectors in which PPP principles are
being applied, they do provide a balance between sectors with a considerable history of PPP
application such as transport and those in which it is new and encountering issues.

FOUNDATION PPP RESOURCES

Reason Foundation Annual Privatization Report: The Reason Foundation's Annual
Privatization Report helps policy- and opinion-makers understand the fast-moving arena of
privatization, outsourcing, and government reform. The report addresses various forms of
public infrastructure. The “Surface Transportation” section provides excellent information
on PPP developments including:

State PPP Laws

Sale/lease of Exigting Toll Roads

PPP Toll Road Projects

HOT Lanes and Express Toll Lanes

Federal Reauthorization of Surface Transportation
Overseas Toll Road Developments
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RATING AGENCY PPP RESOURCES

Public-Private Partnerships: The Next Generation of Infrastructure Finance: Prepared
by Fitch Ratings, this technical paper investigates infrastructure requirements in developed
and developing nations and finds that they are beginning to exceed available financing
resources. This funding gap has lead to widespread acceptance that the private sector, in
partnership with the public sector, might have to play alarger role in infrastructure financing.
Thisrole could be active - in the form of project sponsorship - or passive - in the form of an
ingtitutional bond investor. This paper sees more promise in the latter role. A 'new
generation' of public-private partnerships (PPPs) is described, wherein project credit risk is
pooled through infrastructure banks and layers of credit enhancement are added to engage
domestic debt markets. The role of the private sector in such arrangements isto act asthe
financial engineers, creating enhanced investment vehicles and stimulating the efficient use
of capital. For such partnerships to truly succeed, host countries will need to promote a
relatively stable macroeconomic environment, develop alegal and regulatory framework for
infrastructure projects, and foster the development of a domestic debt market. Until such
conditions have been achieved, multilateral and development bankswill still have a
significant role to play in project financing.

Project Finance Summary: Debt Rating Criteria: Prepared by Fitch Ratings, this
document provides a comprehensive review of the risks facing project-financed
infrastructure, from the perspective of alender. A rigorous framework is presented. Project-
level risks include construction, operations and technology risk, aswell as contractual design.
Also relevant to the overall risk assessment are sovereign risk, level of legal institutional
development and force majeure. Credit enhancements such as guarantees and escrow
accounts are discussed. By describing the factorsimportant to lenders to infrastructure
projects, this document will help project designers ensure that their projects are financeable.

Global Toll Road Rating Guidelines— Exposure Draft: Prepared by Fitch Ratings and
issued in September 2006 as a companion to the report cited above to guide readers through
the analytical framework used in assessing the credit quality of various types of toll roads
and financing structures and the treatment of risks associated with these types of facilities.
Toll roads are an important way to finance a PPP project dueto the cash flow potential of the
toll facilities, whether new or existing. Hence they generally provide enhanced opportunities
to apply some of the more sophisticated forms of PPPs, such as long-term leases or
Concessions.

INDUSTRY JOURNALSAND PERIODICALS

Public Works Financing: Periodic newsletter whose specific focus since 1988 has been on
public-private partnerships in infrastructure finance. The editorial staff provides projects
leads, detailed project case studies, news analysis, business and political trends, plusa
directory of 36 of the industry's most experienced consultants. In addition to monthly issues,
PWF publishes a database each October of over 2,200 PPP projects that are planned, being
built or operating around the world.
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Infrastructure Journal: British publication and website dedicated to PPPs across all sectors.
Infrastructure Journal also prepares PPP case studies and organizes conferences. It isan
international forum with 29% of its reader distribution in Europe, 17% in Asia, 31% in North
America, 18% in Latin America, and 5% in the Middle East and Africa. Itsreadership
includes public officials, lawyers, consultants, contractors, commercial lenders, multilateral
and bilateral lenders, development agencies, and project sponsors and developers.

Innovation Briefs: Provides trangportation policy analysis for legislators, public officials,
business leaders, newspaper editors and transportation professionals. The Briefs critical
commentaries and incisive analysis of current events keep our readers in touch with events,
trends and ideas in the transportation world. Innovations Briefsis published by the Urban
Mobility Corporation (UMC), a Washington-based consultancy established in 1982
specializing in transportation management and technology transfer.

The Bond Buyer: The definitive source of up-to-date information on bond offerings in the
United States. It isavailable by subscription only, in both on-line and paper format. The
paper is updated daily.

Project Finance Magazine: Provides strategic information, news, and forecasts and trend
analysis on the project finance markets. It contains features on countries, infrastructure
surveys by region and sector, and agency and development bank news. It offers periodic
industry- and region-specific special issues and maintains a team of 22 journalists who track
current developments around the world.

TOLLROADSnhews: Publication specializing in tolling that describes this emerging service
business and documents the debates and controversies. It provides descriptions of new toll
projects around the world, analysis of political, legal, and economic problems of toll projects,
information on toll technologies, and reports on ongoing operations of toll agencies and
projects.

The International Comparative Legal Guide to: PPP / PFI Projects 2007: International
summary of legal status and issues associated with the use of PPPs in other countries. First
published by the Global Legal Group Ltd, London in November 2006.

Wall Street Journal: Published by Dow Jones & Company, Inc., the Wall Street Journal is
one of the most respected daily financial newspapersin the world. It carries information on
all aspects of finance and is used as a reference by nearly al financiers.

Engineering News Record (ENR): Weekly engineering industry magazine has online
access. Recent articles are listed by topic, such as transportation or finance. The site also
provides up to date construction pricing information, indicating recent cost trends for key
construction materials.

American Association of State Highway Transportation Officials (AASHTO) Journal:
Weekly publication that covers legislative and regulatory news on transportation. The
AASHTO site search engine references previous volumes of the journal but without specific
article references.
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PPP BOOKS

Achieving Public Private Partner ship in the Transport Sector: Thisisthe first volume in
a series sponsored by the Diebold Institute for Public Policy Studies. The book reviews the
history of transport partnerships around the world and provides detailed case studies of three
recent partnership projects:

The MU/M 15 Motorway in Western Hungary, a 56.3-kilometer, US $330 million facility;
The Vasco da Gama Bridge, a 12.3-kilometer, US $1.0 billion bridge in Lisbon, Portugal

The Bangkok Mass Transit System, a 23.7-kilometer, US $1.5 billion elevated rail mass
transit system in the Thai capital

Research for the book has been assembled through interviews with financial advisers,
bankers, construction companies, investors, government officials, development banks,
academicians, and journalists, together with the review of primary project documents and
other written materials.

Representing a case of failure, a case of success, and one whose fate has not yet been
determined, the cases offer rich comparisons. They have been shaped by differing cultural
expectations and economic conditions. They have also benefited from the commitment of
creative supporters and been subjected to changing political winds.

International Project Financing: Thisbook deals with the legal issues encountered when
negotiating and drafting agreements relating to project finance, and is designed for general
use throughout the world rather than any particular country. The book is printed in loose-leaf
form and is updated annually. It provides a chapter-by-chapter analysis and discussion of the
different issues involved in project finance, together with contract forms that represent a
collection of documents used around the world.

Going Private - The International Experience with Transport Privatization: Examines
the diverse privatization experiences of transportation services and facilities. Casesare
drawn from the United States, Asia, Europe, and Latin America. Since almost every country
has experimented to some degree with highway and bus privatization, the authors focus
particularly on these services, although they also discuss urban rail transit and airports.
Highways and buses, they explain, encompass all three of the most common and basic forms
of privatization: The sale of an existing state-owned enterprise; use of private, rather than
public, financing and management for new infrastructure development; and contracting out to
private vendors public services previously provided by government employees.
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APPENDIX F - PUBLIC-PRIVATE PARTNERSHIP WEB SITE
LINKS
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PUBLIC-PRIVATE PARTNERSHIP WEB SITE LINKS

The National Council for Public-Private Partnerships (NCPPP) — URL: http://ncppp.org

AASHTO/FHWA Innovative Finance Web Site— URL:
http://www.innovativefinance.org

FHWA Asset Management Website —
URL: http://www.fhwa.dot.gov/infrastructure/asstmgmt/index.htm

U.S. Department of Transportation TIFIA Credit Program—
URL: http://www.tifia.fhwa.dot.gov

The American Road & Transportation Builder’s Association — URL:
http://www.artba.org

American Association of State Highway and Transportation Officials —
URL.: http://www.transportation.org

American Public Transit Association — URL: http://www.apta.com

International Bridge Tunnel and Turnpike Association — URL: http://www.ibtta.org
World Road Association (PIARC) — URL: http://www.piarc.org
International Road Federation — URL: http://www.irfnet.org

International Bank for Reconstruction and Development - URL :
http://www.worldbank.org

Asia Development Bank — URL: http://www.adb.org

Inter-American Development Bank — URL: http://www.iadb.org

European Bank for Reconstruction and Development — URL : http://www.ebrd.com

European Investment Bank — URL: http://www.ebrd.com

European Union — URL.: http://www.europa.eu.int

European Union Transport Activities - URL: http://www.europa.eu.int/pol/trans

Organization for Economic Co-operation and Development - URL : http://www.oecd.org

United Kingdom Highway Agency - URL: http://www.highwaysgov.uk

Reason Public Policy Institute - URL: http://www.reason.org

Diebold Ingtitute for Public Policy Studies- URL.: http://www.dieboldinstitute.org
U.S. General Accountability Office - URL: http://www.gao.gov

The World Bank - URL: http://www.worldbank.org/transport/roads/toll_rds.htm
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