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The Role of Private Investment in Meeting

U.S. Transportation Infrastructure Needs
e Whatz $Q0S [ SINYBR5 FARRS2Q 9ELISNASYOS 64
Private Partnerships (P3s)

¢ Recommendations for Increasing Private Investment in Transportafitynjects
Going Forward

Introduction
L KlIa 0SSy uuH &SIENE aAyOS sNNA@ Al D SISYNIOF § NESKRA LK S6 t
LINE 2SO0 Ay GKS 'yAGSR {dF0Sa 6S3aly O2yaidNm@irzyo L

limited-accessEBTn ¢2ff gl & SIald 2F 5SY@SNRPE ¢cRBY PNIHOG Y&IE & A &y
did not rely on funds from either the State of Colorado or the federal government and included private
sector sponsors who assumed significanafioial risk on the project.

It was also in November of 1989 that the American Road & Transportation Builders Association (ARTBA)
organized and conducted the first of it® 2onsecutive annual conferences on pulitvate partnershipsin
transportation. his wellrespected event brings together advocates and practitioners from around the

world to network, learn and discuss policy issues in this specialized area of project finance, procurement and
delivery.

In September 1990, the ARTBA Board of Direcimtesdvunanimously to authorize the formation of a Public
t NAGFGS t I NIYSNBKALA 5AQA&A2Y Fa LINIO 2F GKS aaz2o
its inception has been tw4old.

First, to develop and help the association move letfigaand regulatory recommendations that will help

advance P3s in the marketplace as a means to augment, or supplement, traditional public financing
mechanisms! YR (G KS &SO02yRX (2 KSft L) SR dz&ectoroffidialé,Jegislaiist 2 OA | (.
and the publieat-largeabout the value opublicprivate partnerships in transportation.

With the U.S. Congress now developing legislation to reauthorize the federal highway and transit programs,
ARTBA believed it was an ideal time to take an objedtiok at where the P3 market stands today after
almost two decades of active promotion and assistance at the federal level.

This is particularly important as leaders from both political parties increasingly suggest that private

investment must take on much larger role in replacing public funding for needed transportation projects

now and in the years aheadror example,dr the past haldozen years, many advocateEP3shave

Ot FAYSR GKIFIG Iy@sgKSNB FTNRY a&bwmnSwy (66A tAEaA 20 yD FGA2f onf nSn 6z

The objective of this paper is twiold:
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e First, to report on how transportation P3s have been utilized over the past 22 years and what impact
P3 projects have had toward meeting U.S. transportation capital infrastruoteds; and

e Second, based on nearly tvdecades of promotion and experience, to realistically assess the public
private partnership process in the U.S., including the political, procedural and financial
constraints/opportunities for transportation investméthrough P3s.

The paper was commissioned the ARTBA ransportation Development Foundation (ARTBX-) and the
Faa20AlGA2y Qal 8 & VXESRNDI ( dsafipéigias d fazfinbidg@nission Byl A

journalist William ReinhardpublisterandSRA 12 NJ 2 F G KS NB&aLISOGSR 4Gt dzof AO 2
since 1988. Many industry experts were consulted by Mr. Reinhardt for this paper, but all views and

recommendations expressed are his, or, in the appendix, those of contributing authors.

The authoralsothanksDavid P. Reinhardt fdns editorial assistance.

|
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Executive Summary

Over the past 22 years, the Congress and the federal government have proactively supported development
and implementation of publiprivate partnerships to financand build transportation projects in many
significant waysThese include:

e A statutory framework that allows the use of federal funds on P3 projects;

e Two pilot programs. The first, from the 1998 federal surface transportation authorizatiothiaw,
G¢ NI yaLR2 NI GA 2y /93 \aik deNB 14, pSinitsTole fiNdnde ko $ecamsiruct three
existing Interstates. The second, from the 2005k S a { I FSX | OO2dzy il 6f S Cf
¢CNF YaLR2NIFGA2Y 9l dzA (SAFETER), Yermits tol[figadck 1O pay forahkee ! & S NA £
new Interstates

Encouraging the establishment of state infrastructure ba(iBs)

t NEGARAY3I adzoadlyiArAdsS aaraidlyoS FNBY G4KS CSRSN
Innovative Program Delivery;

e CI 2148ISOAL f 9 E LISHERLY) frohiain fo promble Bel ©Fiapproaches to
projectdelivery;

e  Private activity bondéPABs)and the

e ThedTransportation Infrastructure Finanélnnovation Act ¢ ¢fed€rdl dradit assistance
program.

Since 1989:

Using a broad definition thatncludes desigrbuild asP3 projects, the data show:

e 24 states and the District of Columbia have used a P3 process to help finance and build at least 96
transportation projects worth a total $54.3 billiomheimplementing states include: Alaska,
Alabama, Arizona, California, Colorado, Florida, Illinois, Indiana, Maryland, Massachusetts,
Minnesota, Missouri, Nevada, New Jersey, New Mexico, New York, North Carolina, Oregon, Rhode
Island, South Carolina, TexasahltVirginia and Washington.

0 Sixtyfive percent of these projects occurred in just eight stat€dorida (10), California (11),
Texas (18), Colorado (9), Virginia (7), Minnesota (2), North Carolina (2), and South Carolina

3).

0 Onethird of these projectrts occurred in one of four years2009 (10), 2002 (8), 1998 (8)
and 2000 (7).

e 26 states have not initiated a P3 transportation projelhese include: Arkansas, Connecticut,
Delaware, Georgia, Hawaii, Idaho, lowa, Kansas, Kentucky, Louisiana,Melmgan, Mississippi,

The Role of Private Investment in Meeting U.S. Transportation Infrastructure Needs Page7



Montana, Nebraska, New Hampshire, North Dakota, Ohio, Oklahoma, Pennsylvania, South Dakota,
Tennessee, Vermont, West Virginia, Wisconsin and Wyoming.

e Over the past 10 years, 2001 through 2040 .average, five states started a trgostation P3
project each year

o Of the $54.3 billion in transportation P3 contracts let over the past 22 years, almost 75 percent of
the contract value is accounted for by eight statéBexas ($9.57 billion, 17.6 percent), California
($6.02 billion, 11.percent), Florida ($5.63 billion, 10.4 percent), Colorado ($4.85 billion, 9 percent),
Indiana ($3.85 billion, 7.1 percent), Virginia ($3.88 billion, 7.1 percent), Utah ($3.66 billion, 6.7
percent), and New Jersey ($3.35 billion, 6.2 percent).

e 79 of the tansportation P3 projects, worth31.5 billion, have beeeither DesigrBuild (DB),
DesignBuildFinance (DBF), or DesiBuildOperateMaintain (DBOM) contracts.

e 11 of the transportation P3 projects, worth $12.4 billion, hanauded a P3 financing component,
beenDesigrBuildFinanceOperateMaintain (DBFOM) contragter straight concessions involving
traffic forecasting risk

e Over the periodthere have been four transportation asset privatizations with totaiftqmt
paynents to government valued at $6.9 billiohhese include the:

o Indiana Toll Road (Indiana Finance Authority) in 208G 5year lease for $3.85 billion;

o Chicago Skyway (City of Chicago) in 20899year lease for $1.83 billion;

0 Pocahontas Parkway (¥inia Department of Transportation) in 200& 99year lease for
$611 million;and the

o Northwest Parkway (Colorado, Northwest Parkway Authority) in 20099 year lease for
$603 million.

e The P3 market share of total U.S. capital investment in highwagh leyels of government since
2008 is about 2 percent

e A number of large P3 contracts have been signed since 2008 and, together, these account for about
11 percent of total national capital investment in new highway capagi®011 These new projects
are mostly express langisat can be tolledbuilt next to existing freeways in heavily congested
urban areas.

D2AYy 3 C2NBI NRX

Many states have adopted alternative delivery contracting approaches that capture some of the benefits of
P3s but do not entail private financeAs the data show, there is room for substantial growth in the
development of new capacity through privately financed concessions.

However,d @Sy o0l 0 GKS ylIGA2yQa Sy2N)2dza I(b)dyiostSvie ( NI ya L]
decades of proactive federal policy and legislative advocacy for implementation of P3 transportation
LINE2SOGasz 600 GKS FAYlFIYOALFf OKIFffSyasSa FIFOAy3a || ff
billion in private funds@ Af 6t S F2NJto LINR2SOdlazé ASOSNIE ljdzSai.
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e Why have there been so relatively few privately financed P3 transportation projects in the United
States over the last 22 yearg?K & KI @Sy Qi G KSNB 0SSy Yl yeé& Y2NBK

¢ Why haveonlyfive stateg California, Florida, Georgia, Texas and Virgidieveloped the capability
to execute complex P3 transactions involving private finance?

e What is a realistic forecast for P3 projects in the future?

Obviously, there are some impedimentswidespread use of P3 approaches for meeting transportation
infrastructure needs

Experience is showing, for example, tR&s are likely not fesible replacements for the 880 percent of
total public capital investment each year that is directedrimsportation infrastructure repair,
rehabilitation and reconstruction

Potential investors are also not looking to participate in smaller, less expensive new construction projects or
routine maintenance where governments and their traditional contragipartners deliver a high level of
service

It is also true thamost of the profitable toll road corridors in America have already been developed and are
being operated by independent toll authorities or states

Tolling the Interstate system in orday pay for its reconstruction has been proposed as a major new
business opportunity for P3 developerButthe political barriers to tolling in general and to tolling existing
freeways in specific are formidable, especially among states

It has becomelear that the following reasons go a long way toward explaining why the P3 share of the
overall U.S. transportation infrastructure construction market has been fairly limited over the past two
decades and will likely remain so in the decades ahead:

e P3sdoy2i( LINPOARS aySgée 2NI aFNBS¢E Y2ySeé F2NJ 0dzif

Public sector investment in transportation projects and infrastructure is made ipubbc interestas a
core function of government. The investment is funded through governreigd taxes and user fees,
or through public borrowing debt which must be repaid with interest with public funds generated by
future tax or fee collections.

The private sector must meet the same public interest test and also find projects that provide an
adequate return on investment a profit.

P3s do not provide project funding, they provide project financibgrrowed money that must be

reimbursed, at a profit, to the lendeTherefore, P3 projects must include a reliable revenue stream,
which,ashas®Sy RSY2yaiN} SR 20SNJ 6KS LI ad G2 RSOIFIRS&:
through tolling.

2 KAfTS GSOKy2t238 KIFa YIRS G2tf O2fttSOGA2y TN Y2I
infrastructure use based on demand, the fact rensathat the decision whether or not to allow the

collection of tolls from the public is a decision that must be made by elected officials. And the decision

to initiate tollst or increase existing toll ratesis no less a political decision than whether ot teraise
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the motor fuels excise to pay for transportation infrastructues is the case with the gas tax, many risk
averse politicians are not interested in having to make a decision to levy tolls.

Ultimately, publiepurpose infrastructure must be mhfor by some combination of users and taxpayers.
Innovative financing models can access new sources of borrowing and allow leveraging of public funds.
.dzi GKS& R2y Qi ONBIFIGS ySg FdzyRAYy3I a2dz2NDOS& LISNI &S«

P3s are a financing solution chasing a fundindplamo.

e U.S. tax policy is aurdle for P3s

The U.S. public finance industry very efficiently employs-ttaigd, tax-exempt debt to meet a large
part of the capitalraising needs of governments and nprofit authorities. When compared to

the interestrates on the taxable debt used in P3s, there is a-obsapital advantage of%to 2%
conferred on state and local borrowers by federal tax ru8eme of that advantage can be offset when
P3s access special federal financing instruments that heléb tlee playing field.

Tocompete with the low cost of public borrowing, P3 projects as a class must be tightly managed to
control expenses, meet schedules and deliverdifele cost savingddaving to meet those demands in
every project ultimately mape one of the greatest benefits of adding P3s to the American
transportation infrastructure toolbox.

e P3s areoften the preferred option for delivery olarge,complexprojects that add new
capacity in heavilytravelled corridorsor reconstruct deteriording existing capacity on the
Interstate Highway System

With the need to generate a return on investment a prerequisite for bringing private investors into a
transportation projectP3s are best suited for large projects with a high probability for stremgnue
generation over many years

Unfortunately, despite the staggering cost of traffic congestion to the U.S. economy and quality of life,
the federal government does not have a national strategic business plan for building additional
transportationinfrastructure capacity in all modesor for even performing necessary reconstruction of
existing capacity on the Interstate Highway Systéfor do many of the states.

A new national initiative to build mut¥ 2 Rt a¢/ NAGAOLFE / 2YYSNODS / 2NNAR2N
and connections to major airports, waterways, ports and rail hubs, for example, would lend itself quite
well to the P3 model.

To the contrary, howevemuch federal and state transportation, environmental and fiscal policy
discourages investments in new transportation capadityK dza 1 K S & Yike Nibje®td i theF 2 NJ t o
U.S. is, unfortunately, constrained.

Perhapdwo to four new P3 projects per ge in the U.S. would be a reasonable assumption for the
future.

o While relatively few norhighway transportation P3s have been undertaken in the Wlgis
far,theP3modeKl & 06 SSy dzaSR &adz00SaafdZfte G2 FAYylyOoS
could play a larger role in the financing adther transit and rail infrastructure projects.
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programs. Proactive state actions are needed.

While the federal government can encourage private investment in transportation infrastructure
through favorable tax treatments, supplementary loans and the easing of restrictions on tolling existing
federallyfunded assets, P3 transportation projects mhbetcontracted with state and local governments
or authorities.

P3sare a state or local, not federal, decisiofihat is why when Congress writes the next federal surface
transportation authorization, itvould be a mistake tdepend on private sector investment foreeting
Y2ald 27F (KS taispoiafioyi CapitaheettNFF | O S

My recommendations for increasing private investment in needed U.S.
transportation infrastructure

1.

l dzGK2NRT S (GKS ! {5h¢{ iRl GSHEO 2¢ NIy HIENIARZYA 2y
Authorize in the next federal surface transportation law the development of a @RI £ a bl GA2 Yy |
{ONF GS3IAO ¢NFYyaLRNIlIGAZ2Y 5S@St2LISyid .daAiySaa tfl
necessary expaon of existing system capacity in all modesl the expensive reconstruction necessary

to maintain existing capacity on the aging, original Interstate Highway System

Enhance TIFIA and PAB toolShere are important transportation projects being plannexiv that

will be able to arrange financing and start construction with support from existing federal programs. The
FY2dzyd 2F FdzyRAy3a FT2NJ GKS | &o{ ® 5SLI NIYSyYyid e2T ¢NI )
CAYlLYyOS 3 Lyy2@l (ibe8upstahti@li ibcreasédamiline Golumekcapozhe@xmpt

Gt NAGIFGS ' OGAGAGeE . 2yR&a¢ o6t! .0 akK2dzZ R 6S NBY2OJSR«
should be made on based solely on project merits and economic benefits. Both tools serve totheduce

cost of capital in P3 financings and, thus, lower the tolls users must pay or the amount of availability

based payments from legislatures.

Attract Pension Funds/ 2 y ANBa a4 aK2dzZ R SYONI OS | 2FRA¥F aF! LIX ¢
indexed bonds, oother debt instruments that would attract critically needed investment from
insurance companies and pubBmployee and union pension funds.

Educate GovernorsState Legislatorand the Publict oa a4 K2dzZ R 6S Ay Of dzZRSR A
transportation finanaig toolbox for use on appropriate projects and to provide mnekded

supplemental dollars. The first step in this process is educating legislators and encouraging them to

enact comprehensive P3 authorization laws. (This is currently a joint project B3A&iH the National

Conference of State Legislatures). Once in place, state DOTs should be encouraged to thoroughly

consider the application of P3 techniques to all appropriate proje€sllectively, the transportation

community mustlsodo a much better job of educating thpublic on the true costs of providing and

maintaining a safe aneffficient transportationnetwork.

Further Ease Federal Restrictions 8tate Tollingof the Interstate Highway Systemlt has
been clearly demonstratedver the past two decaddebat the P3 approach caguicklydeliver the high
cost new capacity highway projectsat areneeded in many parts of the nation to meet current and
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future mobility demands. Similarly,P3s are also wedluited to the expensiveask facing all states of
reconstructing and improving their existingand aging Interstate highway capacity.

It is also clearhoweverthat P3s require a new and consistent revenue stream to retire project debt and
provide a fair return on investmen2t G KS LINAGF G§S &aSOG2NJ LI NI ya®NE 6 K?2
assume the costs of operation and maintenancillsimposed ora - O A fuder$aie@ froven
mechanism foproviding that revenue stream.

Current federal lavhasfour tolling and pricingt LJA £ 2 G LINPINI Ya¢ GKFG Fft2¢ |
the opportunity to impose tolls on their Interstate mileage for specific purpses 1 KS & 9 ELINB & a
5SY2yaidNIdA2y t NRPAINIYZE GKS dzl f deB RecolBtORkioh® t A f 2
WSKFEOATAGFGA2Y tAf20 t NPANIYZéE YR GKS aLYdGSNERI

.CI
[
These programs should be magermanent ancavailable to all states with the only restriction being

that resulting revenueaised from userpe exclusively dedicated tihancing the reconstruction and |
AYLINRPGSYSyil 2F GKS a WdrihéSa@ditionof/névliNdisinte Gafacity A f ST IS | y I

Conclusios

The United States has a comprehensive and relatively mature transportation infasgunetwork in place.

l'a | NBadzZ G4 Fo2dzi yp LISNOSyd 2F GKS G2aFf Lzt AO
recent years is directed toward maintaining and repairing it, not constructing new facilities or adding

capacity to existig ones.

Two decades of experience have shown that private investment is attracted to large, complex and expensive
transportation projects that add new capacity to the U.S. system and can be supported by a new revenue
stream, usually tolling. Thuthe overall market share for P3 projects in the overall U.S. transportation
construction market has beanand likely will remain fairly small, less than five percent per year.

The value of this contribution, however, should not be underestimateat, absentsignificant increases in
public funding, P3s will likely be the primary model for building new highway capacity in heavily congested
urban areas in the decades ahead.

Given the economic and social toll caused by traffic congestion in the U.S. and theoesainmet demand
for new highway capacity to facilitate freight movement in an increasingly competitive international market,
P3 projects should be aggressively encouraged and supported

|
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A Framework forTransportation
PublicPrivate Partnerships ithe U.S.

A History of Public Funding

The sustained and predictable public funding of transportation infrastructure in the U.S. for the past 50
years created a worldlass road networkFederal and state fuel taxes and, to a lesser extent, tolls were
dedicated to build and maintain many thousands of miles of highwkegseral grants paifbr up to90
percentof the cost of building the highiolume Interstates between citiesStates and toll authorities built
the regional expressway networks that prdeithe labor mobility and goods transport capacity needed for
economic growth.

In some urban centers, the delivery of major infrastructure projects was corporatized througkstatgti
agencies like the Port Authority of New York and New Jersey, whicbreated in 1921. The concept of
such an authority, whose balance sheet is composed of revpno@ucing projects that are consolidated
and used to finance other regionally important projects, is unigue to the U.S.

The result of this long dedication to plic funding of transportation in America is that historically U.S.
I320SNYyYSyida KIFI@gSyQi FSti GKS ySSR G2 RS@St2L) |
That perception began to change 25 years ago as capital needs grew fagferthe2 YS adF 1SaQ
budgets, and demands for greater efficiency grew.

Looking for a New Approach

One response from states was to experiment with alternative contracting methods such as-oleisigiDB)
and desigrbuild-operatemaintain (DBOM)These approaches place architecture/engineering and
construction responsibilitias and sometime®perations and maintenanaeunder a single contract

t

lj
K

S N.
A3

between a builder and the public agency providing the fundibgK A & & Yl &G SNJ odzAf RSNE | &
for the quality and accuracy of the final design, the cost and quality of the construction and for timely

completion of the project.A key goal of these P3 contracting approaches is to avoid cost overruns and

accelerate completion to reduce the impact of price escalation.

lfta2 Ay (GKS SINIe wmobppnazs I FS¢ ARS2t23IA0Fft& RNRGDS

investors in Virginia (the Dulles Greenway) and California (SR 91 Express LéRslabdSouth Bay

Expressway)In these early cases, governments assumed that private investors would be able to take over

the entire public development process and deliver a-saffporting tollroad that the government would
own after a 3635 year conceson period. All three roads were financed and are operating, but the original
investors exited their projects, either through bankruptcy, a buyout epdeatization by government.

Much experimentation with the P3 private financing model has occurirezbshose early projects. Besides
P3s targeted at building new, greenfield capacity, invedtefsre the credit crisis wereilling to pay very

high multiples for existing toll roads, most notably the Chicago Skyway and the Indiana Toll Road. Though

market conditions have changed since those early leases were sigraatyinvestors continue to look for
opportunities to privatize mature assets rather than build new ones.
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Meanwhile, Texas, Virginia, Florida and Colorado are adding new road and railycap#ugir most
congested corridors with P3 concessions financed with public and private fiihase are eight P3 projects
worth $13 billion that are under construction in these stat&ach of the contracts is tailored to local needs.
But all attemptto realistically share the considerable risks involved in planning, permitting, procuring,
designing, building, financing, operating and maintaining P3 projéétst or all of the DBFOM
responsibilities are delegated to the private partner, leaving tiggHhisk predevelopment work to
government.

Not all P3oll roadsare financed with toll revenued-lorida has experimented with a P3 approach-68%
GKSNBAY | LINAGIFGS RSGSt2LISNDaA LINBFAG AférmahdearSaR 2 Y
hourly basis once the contractddr infrastructure service begin®Rather than have the private sector set

and collect tolls, in this case Florida DOT will make availabéggd payments to its P3 partner and collect

the tolls itself,meaning the state assumes the risk that toll revenues will be enough to pay the availability
fees.

California has taken this approach one step further on the Presidio Parkway P3 project in San Francisco,
which the public sponsors hope to finance and sharilding this fall.No tolls will be collectedinstead, the
legislature has agreed mnnuallyappropriate the availabilihpased payments promised to the P3 developer
for the 30year term of the concessiorhat money will be used tecure about $30 million in loans to

build the project coverii KS RS @St andfapil dperalN@ ekperises.

A final note in this introduction governments and toll authorities typically have reserved the most
financially viable projects for public developmefithat means few, if any, of the P3 projects being built now
or are being proposed for P3 development can support themselves financially with tolls &hweestor
equity and tolirevenue debt are frequently combined with pubdjcantsandfederal finaning support

Contributions can come from taxpayers in the region benefitting from the new capacity, from state DOTs or
legislatures, and from federal grants, tax assistance and lotuss. 0 dzA f R-495 EdpiByltivay AT L
lanes project, for exaple, $409 million in public funds were combined with $350 million in developer equity
and about $1.2 billion in projegevenue debt in the form of tagxempt bonds and federal loans.

Similarly, Texas DOT contributed about $1 billion in state funtisetfinancing of two toll road concession
projects in the Dallas Metroplex in 2009 and 2010 worth $4.7 billion. In both cases, Virginia and Texas were
able to leverage public funds to attract substantial amounts of equity and debt to make major trangportat
improvements and create jobs.

The federal government plays a large role in supporting P3 projects. This includes two critically important
project financing tools: private activity bonds (PAB&)ich can be issueon behalf of private developerdy

L.

agovernment agencgt taxexempt rates; and lovinterest, longi SN f 21 ya FTNRBY | ®{ ® 5h

Infrastructure Finance & Innovation Act (TIFIA) program.
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UnderstandingRisk Transfer Options in
Alternative Procurements

DesignBid-Build (DBB)

Most construction contracting in the U.S. is done under a traditional ddsgjbuild model. The design and
construction of a facility are procured in separate contracts with different compariiles.public agency
either designs the project itselor more frequently, contracts with an engineering firm to perform the
design work.The completed design is made available to contractors who offer-fiiee bids in a highly
transparent and competitive procesisat resultin a public award to the loest bidder.

In a DBB procurement, the public agency has full control of the design and also assumes the risk in the
construction contract that the design is accurate and compldtiee public sponsor also assumes the
financial responsibility for the propeperation and longerm maintenance of the facility and for obtaining
funding or financing in a timely manner.

Considerations:Under a public delivery DBB model, the states retain all project risks including construction,
traffic, revenue, financing,merations and lifecycle risk§.-hus,DBB requires significant owner expertise and
resourcedo coordinate onepieceat-a-time delivery by multiple providerd-eatures include:

¢ No contractor input in design, planning or value engineering; (VE)
e Owner atrisk to contractor for design errors
¢ Design and construction are sequential, typically resulting in longer schedunigs

e The onstruction cosisunknown until the contract award

DesignBuild (DB)

Designbuild (DB) delivery is often used in the U.S. for large, complex projegsces both
architecture/engineering and construction responsibilities under a single contract between a public agency
and a builder who assumes responsibility for thelify and accuracy of the final design, the cost and quality
of the construction and for timely completion of the project.

A desigrbuild contract is one of the foundation documents of a Passures investors that potential
construction risks have lea allocated to one of the parties to the transactidautting a guaranteed price
and schedule on the table also triggers the commitment of necessafyonpspending from the other
members of the P3 consortium.

Because it comes comparatively earlyhia process, the price guarantee in a P3 is often based on
insufficient subsurface information and a B8ércentdesign. The P3 construction price typically includes
many contingencies and, therefore, is higher than a conventional compeliid/price, wich is based on
more complete information.The guarantee is essential to moving the P3 process along, however.
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Considerations: This method provides price and schedule risk transfer to the private sector during the
construction phase but does not allaté the financing burden from the government sponsors or provide
the public with any risk transfer during the operating phaB& does not produce the lifgcle cost
efficiencies that are the primary goal of a.R3ther DB features include:

e Because itlelegates some of the traditional public ownership functions, DB requires less owner
expertise and resources

e Construction often starts before desigompletion, therebyreducing project schedul&.he
construction cost is known and fixed during the desigo there is price certainty

e There is atsong emphasis on cost conttand

e Compressing the design and construction schedule lessens the impact of price escalation.

DesignBuild-Finance(DBF)

Under a DBF model the private sector provides gap &Gimanduring construction, designs and builds the
project, while the public sponsors retain responsibility for operating and maintainifighére are few
examples of this in the U.S.

Considerations: This method may accelerate project delivery, redtle@impact of inflation on project
costs and eliminate certain public financing riskbwever, it does not promote synergies between the
construction and operational phases as government would retain the risks and costs associated with
operations and maitenance.

DesignBuild-Operate-Maintain (DBOM)

The DBOM model transfers responsibility to the private sector for risks related to the design, construction,
operations and maintenance of the project for the life of the contradbwever, the responsibility and risks
associated with financing the project are retained by the public sector.

Relatively few transit projects have been developed using this model, partly because equipment vendors
have been uncomfortable guaranteeing tlomgterm performance of their equipment.

Considerations:This method provides for synergies between the construction and operational phéises
however,does not relieve the financing burden on the public sector.

DesignBuild-FinanceOperate-Maintain (DBFOM)
In the DBFOM model, the private sector designs, builds, finances, operates, and maintains the project for the

contract term. The public sponsors may retain revenue risk, depending upon the payment mechanism being
implemented.
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Considerations: The public sponsors would define performance and transfer significant responsibility for
meeting requirements to the private sector during the operating periddis structure can result in
significant synergies, as the private sector may take a wiifeleosting approach to both the construction
and operational phases.

~ A

¢ K &ondessioa a2 RSt

This model transfers the most risk to the private sectioraddition to DBFOM responsibilities, the private
developer under a lonterm contract is granted the right to collect and retain toll revenues, along with
accepting the risk that revenues will be sufficient to repay debt and equity investtis primay role of
equity investors in a P3 is to reduce lender exposure and take revenu@rigkdzA (G @ Qa NI G dzNy
should reflect the level of uncertainty regarding potential repayment.

Considerations: The public sponsors retain some control throughthe operating period such as over
tolling policies, possibly including limitations on maximum toll rafBsis structure may result in significant
synergies between construction and operational periods, and is structured to provide significaytkfe
cost savings.
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U.S. Transportation P3 Projects (incl. DB)
Cantract
amaunt
in neminal 5 Private Metice o
15 millisrsl _ Project Mame Owner Risk Proceed  Private sponser (3DB companent)
3,850  Inddiana Toll Foad, N Irddiana Finance fuwtharity TEyr lease B/ Cinkra Conosssons/Macquane
2,800 B35 LBJ Manaped Lanes, TX  Tesas DOT DBFOK (ol B0 Cinra'Mendiam (52.1bn Ferronal Sgromand
2,104 Denver Eagle F3 Ral, CD Ceznver BTD DBFOM (ap) B0 Floo'LangUbericr (51.27kn Flucr/SBRD
2,047  Marth Tarrant Espress, TX Tesas DOT DBFOM (ol 1209 Cintra'Meridiam (51 48kn Ferrawial
1,898 1495 HOT Lansss, Wi Winginia DOT DBFORA Gy T TransurbansFluor (51.4bn FluarLane)
1,830  Chicago Skyway, IL ity of Chicago B9.yr lease 105 Cinbra Concessans/Macquane
1,814 .EGE Managed Lanes, FL Flarea DOT DBFOK (ap) 209 ACS Infrast. {51.2bn Dragados/EarthTech)
1,674  Hudson-Bergen Lt. Ral, N M Transt DB/Equps D&M 10026 Winsh. GroupdTbochu 0511500 Perni Slatteny)
1,378 K15 Recenstruction, UT Lhah DOT DB 387 Kewt'GraniteWashingtan Group
1,369 SH 130 Seq. 14, TX Tewas DOT oB T2 Flucr/BaFour Beatty/'DMWMMM 4+ Hams
1,358  5H 130 Segments 5.6, TX Teoms DOT DBFCIRA (o) 308  Cintra'Zachry
1,35  Alaskan Wiy Viaduct, Seattle Washingioin State DOT DB 1711  Dwagados USe TudorPenni
1,188 125 T.REX Road/Rail Exp., CO  Calorado DOT/ATD DB B/01  Kiewit/Farsors Trans. Group
1100 ME Sauth, UT Liah D:OT DB 209 Flar'dmes\Wadswarth + HDR
1,083 SR-99 tunnel, WA ‘Washington State DOT DB 1210 ACEMuderPenni
1,002 DPW Connectar, TX Tesas DOT DB 10 Eaewsit'Zachry
880 Jamaica.JFK Srtrain, MY Part Suth. MY/ DBE/Equp+ 04 /08 Skarska/Bombardier S5280m SlattenPennil
214 Part aof Miami Tunnal, FL Flanda DOT DBFOM (an) 10703 Mendiam $3607m Bouyguestlacohs)
B03  Foathill Eastern Toll Road, C&  Trans. Carndaor Agencies DB B85  Fatiron’Moyss & Freftag Sukut Cbermshi
780 San Joacgqun Hills Tal Rd., C&  Trans. Corndar Sgencies DB 981 Eewit'Granite
173 SR 128 Sp. « Connectors, T8 Caltrans DEFOM (ol B Macquane (3653m Washington/Fluon
112 Alameda Comdar, CA Alameda Comidar Trans, Auth. DB 1188 TulerSalba'O8G Indus/Pars. Grp + HNTB
T30 Sake and Sound Bridge, MO k=soun DOT DB 4/ Bewib Tragdor Bros. + HNTE/LPA Group
E&8%  .JFK Tarminal 4, NY Part Muth. MR DBFOM E/OT  Schiphol/LCOR (SE83m FlucrMorse Desell
E4F  Foathill South Tall Acad, C& Trans. Carrdar Agencies DB 11/88  Flatiron/HBGY Subout/ Flucr Daniel
£16  Tacoma Mamows Brdge, Wa  WWashingion State DOT DB 11/02  BechtelFiewit
g1 Pocahontas Parkwry Lease, Wi inginia DOT Byr lease B/  Transurban (545m FluarWGHE
£10 185 Relacation, Providence, Rl Ahede ksland DOT DB /27 Maguire Group/Card Constructian
E03  Marhwest Parkwery Lease, 00 Marhwest Parkeay Authorty 2947 lease /07 BRISASCCR
B0 Eastsce Light Rail CA& Les Angebes County BTA DB T4 Washington Group/Chayashe Shimmack
E41  Cacper River Brdge, SC Scurth Carclina DOT DB T/ Flatiron/Skanska + Parsons Brinckerhoff
B30  BART SF. Airpart Ext., C4 Bay frea Aaped Transit Dist. DB B8 TutorSalba/Shattery + HNTE
B0B  Trenton River Light Rail B Bl Transk DB/Equps D&M 6783 BechtelConti/FostenBombander
463 175, Colier & Lee Counties, FL Flanda DOT DBF B/07  Anderson Columbia Co., and &pn Faving
464 Intercounty Connector, MD kargdand DOT CB 807 Granite/Carman/Ga & FC Wagganer
446 |4 Connector, Hillsboro, FL Flanda DOT DBF 1110 PCL Chal Constructars/frcher Wesiem
448 Western Wake Frocway, NC MC Turmpehe Authorty DB B/ Archer WestemGranite = The LPA Group
431 IROX|-TE, FL Flands DOT DBF /0T Anderson Columbia/fyas Paving
420 B4 31 Lous, MO k=soun DOT DB 1M0E  Grarite/Parsons Trans. Group/URS
414 Highway 161, TX Ma. Teoms Tallway duth. DB B8 Fluar'Bafour Beatty 4+ SECIOM
150  Aoute 28 Espansion, W& Wirginin DOT DB 103 Clark ConstrShirkey Contracting Carp.
180 5R 12 Improwements, CA Orange Tty &4 Trans. &uth. DB o' Granite/C.C. Myers/Steve P Radas Inc.
350 LA Exspo Lt Ral, CA Expo Line 1 Canst. Auth. DB /08  Flatiran/Fluar/Parsans Trans. Group
388 Caonway Bypass Hghway, SC Scuth Carclina DOT DB 3/t Floor Daniel
385 Aoute 3 Maorth, M& Mazs. Highways DBF/Maint. B0 Madem Centinental’ Aoy Jorgenson
150  Dules Greersway Toll Road, Wi TRIP I DBFOR (ol /83 TRIP Il (3150m Brown 4 Ract)
3431 Las Vegas Maonorail, WY L Moneeail LLC DE/Equp+ DM 10V00  Bombardier' Granite
tap) availablity payments—+ publiic credid ol 1ol collections—+project revenue credith
Souroe: Pubdc Wods Fnasong “intematioral Major Projects Detshese” 1288-2011
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U.S. Transportation P3 Projects (incl. DB)
Conbract
amourt

in maminal 5 Private Matice to

5 millonst  Project Mame Crwmar Risk Procesd Private sponsor (DB eampenant)
328 ZBY Motk Toll, TX Al FRag. Mokslily Sulk, ] S5/8 Fluce/Ballewr Besatly
S24  E-AT0 Beliwery, Seg. 243, 00 E-470 Pulibc Hwy duth ] a5 Washinglon Croup Il Fluar Darnel
323 E4TD Seq. 1,00 E-d470 Pubilc Hviy duth DB 7/8%  Fluor’Momson Knudsen
295 LS BED dwas SR 44), MM MWeww bewco EHETD DOk Warranty 9798 Kooh Materials (5236m CH2M Hil Flatiron)
281 Hawatha Light Rai, MM Minnesata DOT DE 900  Granite/C.E. McCrossan
287 Gol Line Light Ral, T4 LA-Pasdena B Line Const. DB 4700 Kiewit/Washingtcn Group
280 Anacosta Rrver Bridges, DC Waghrgton DC DOT DE 9/0%  Shkanska/Facchina
281 L1E Marth, MW Mevads DOT DE 9707  CH2M Hil'Las VWegas Paving Corp.
245 |10 Brdges Escambea Bay FL - Florida DOT DE 4708 Tidewater Skanska/Flatiron
238 TH 212, MM Minnesata DOT DB 806  Fluor/Edward Kraemer/Ames
238 |16 Bndge Replacements, LT Litah DOT DE 1706  Granite/Ralph L Wadswarth Canst.
236 Fa 268, VA Virgina DOT DEMWamranty 12700 Koch/APAC/CH2M Hil
234 51 Anithory Fals Bricke, MM Minnesata DOT DE AT Flatiran/Manaon = FEEG
233 E-ATD Belbway, Sag, 4. GO E-470 Putsh: Hwy Sulks De VO Kiewil Vashington Group
232 Palm Beach-Ft. Laud. Ral FL TriCounty Commuter Aal Auth DB 801 Herzeg/Granite"Washingtan Graup
232  US BZ Reconstruction, MM Minnesata DOT DE 203 Fluoe/Edward Krasemer/ Ames
226 Caraolina Bays Floay, S0 Sauth Caralina DOT DE 11/9%  Flatiron/Tickeweter
221 |-5 Ewaralt HOT Lanes, Wi Washrglon Siate DOT DE 55 AtkinsanSTHZM HIL
220 Blus Line Extangion, DG WWRAATA (=] A2 L s Caranile Shat bary Skanaka
21 |25 Widerng, FL Florida DT DEF 127 Commurity Aahpal
198  Fa. 2B Comndaor, Vi Wirgina DOT DB 902  Clark Canst./Shidey Contractng Corp
182 S 17 Washington Bypass, MG Merth Carclina DOT DE 2706  Flatiron/United Contractors
191 Soughem Connector, S0 Connectar 2000 S&ssn. DEF 28 tenveszst (Sna Thaft Brosd
181 A, CyBrganiing Turesd, KL Moy Jorgey DOT DEF 1asar Wirage Basorts 5191 m Yonkers Granite
184 LS. 60 Uprade, A2 Aripgong DOT DE S Granite Surdl
180 Merbeest Pardorg, 00 HNWP Puble Higheway Auth, DB a1 Whasbmrglon Group/Hiredl Waslam
180|205 LRT Extension, OR Trikdet Paortland DE 1708 Stacey & Witbeck/Granite
178 LIS 183, Austn, TX Central Tex. Mohiity futh. DB 12704 Granite/J. D Abrams = URS175
177 Palmetto Esp. Widening, FL Florida DOT DEF 8708 Condotte:De Moy .«
hire | Fang AeTRAC, NW City ol Rera (=] T2 Granite/Farsans Trane, Group
148 LIS Roule 1, Hey Wesl, FL Florida DT (=] 11404 Granile + Jacobs
140 HE5, Chadotie Loop, MG Merth Carcling DOT DEF 60 Blyiks ConstructionWibur Smith Assoc
138  Tnangle Pardosay, MC MC Turnpike Authcrigy DE 8/0% 5T Woaten
138  BE Express Lanes, FL Flerida COT DE 208 FCC Ca/MCM Camp.
136 434 Reconatnustion, MM Minnesata DOT [»] B4 Granite/C 5. MeCrossan
132 LL5. Bd Enighiclals Bypees, MG Moeth Carcling DOT ] 62 Flatiran,Lane Corsl, Corp
130 &1 Ewpress Lanes, CA CalTrans DEFO (tall 793 Level 39CofrouteGanbe (soid 1./060
130 U= 20, OR Oregan DOT DE TAE  GranitesTY Lin Intemati ona
128 LLE 73 MM Mew Mes. SHATD DE 7702 Granite/Sundt!James Hamikon « LIRS
127 Crrangs Line Bridge, OR Tribdest Fonbarsd (=] 1210 Kiewail
125  Portland dirport Max Ral, OR  Tribet Portlared w3 1098  Bechi=
127 95 Exprass Lanes, FL Flerida DT DEF 1408 FCCMICM
111 S Imgrovemaents, FL Florida DOT DEF 11507 Community Asphalk
100 Jordan Brdge, V& Chesapeake, WA BO0 1711 Figg'amencan Infra MLP/Lane (5100m Lane)
102 |4 Ower St John's River, FL Flerida DOT DE 1401 Granite/PCL Chal Canstructors

BE -7 Thamas to Pears, A7 Aripona DOT OB 1798 Grawoba Sndt
[aplh eslabilily paymeniis+ publc cradil CLald Lol colkeclions wpropsct rewsnue cnadit)

Source: Fublc Works Rnancing “inbemational kMojor Projects Datobass" 1885-2011
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U.S. Transportation P3 Projects (incl. DB)

Contrack
ampunt

n mominal % Private Motice o

& millisral  Project Mame Owner Risk Proceed  Private sponsors (DB componant]
85  Camino Colomibia Bypass, TX Texmns DOT BOC Caly B9 Granite + Carter & Burgess
82  Hathaway Bridge, FL Flarida DOT D& Wanranty B'00  Granite
81 Sawgrass Expay Widen, FL Fla. Turnpikie Enteprise & 406  APAC/Parsons Trans. Group
53 I-77 Rehab, M MNC DOT o 0T The Lare Coratnmbon Corp. +HDR
57 Anbon Anclersan Tunnel, AFK Mk DOT DE oros Kiewit + Hatch balt MacDonald
=] Bull Farkaay. NY MY C DOT DE o Cranite Halmar + Gannet) Flamirsg
54  Carolina Bays, phe 2, 5C South Caroling DIOT C& B3 APAC + Wibur Smith Assoc.
81 Mew River Brdge, FL Tr-Caaunty Commister Pai C& 208 Washington Group

(projects under S50 milian not recornded?

(an) avaiabilty payments— public credit? kel toll collechons—praject revenue credit)
Sowne: Fubdc Wivks Fnenoing © Intsrrational kajor Projecis Dsbyhess” 1585.2011
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Canadian Transportation P3 Projects (incl. DB)

Contract
amourt
in nominal $ Private Matice to
& millions) _Project Mame O Risk Proceed  Sponsor (D8 component)
2800  ETR 497, Tarcrio, ON Ointaria Binistry of Trans. B8yr kease 8/88  Cintra Cancessions/Macquane
2460 Pant Mann Brdges, BC BC Ministry of Transportaticn DB /09 Kiewt!Flatiran
200 Canada Line, Wancowver, BC G, Vancouver Trarsit Suth, DEFOA (zph BALSE SMNC Lavalnd' Senco (51, 23kn SMC Lavalind
1430 A5G0, Moentreal, O BAnistry af Transpart DEFOM (ape 08 Acoonadndum (Dragados SICES Arup)
1,340 Edmantan Orbial (N, AB Alberta Transpartabion DEFOA (pd WiE  Bifnge Berger (Flatron/Parsans/ Graham?
414 Golden Exrs Bridge, BC TransLink/Partnerships BC DEFCSA (ap) YeE  Bilfinger BOT (5748m Bifinger/CHEM HID
168 Scutheast Stoney Tral, 2B Erovnce of Alberta DEFOM (pi B0 SNC Laalnd Acciona (same DE)
130 Confederation Bridge, PEI Fublic Works Canada DEOM dtall 1WES  Vincl/BPC Marine/Balast Medam/sSCI
708  So. Fraser Perimeter Foad, BC G Ministry of Transportation DBFOK (apd o ACSALedoor (5650m DragadosLedoor)
587  Seasto-Sky Highway, BC BC Ministry of Transportation DEFCSA (apk 48 Macquane S335dm Kiewn bdller Capilana)
EEE  Marheast Stoney Tral, 2B Province of Alberta DEFOM (ape 247 Bilfinger (534 8m FlatronGraham Parsans?
538 A2S5 Montreal, QT Quebes Ministry of Transport. DEFOM Gapftoll 3407 Macquane (5207m Blewit/Parsons!
B0 Trans Canada Highwary, NS ME Trars Minstry DEOM 11/88  Dragadas FOC MncbMiller Paving
S0 Foute 1, MB Provnce of Mew Brunseick  DEFOSA (ap) 410 Dexter Group (Dexter Constroction)
g Edmanton Oroial 2E, &B Alberta k. of Trans. DEOM (ap 1405 Macquane/PCL/LaFarge
id  Ontario Service Centres, OM Ontaria BMin. of Transportation DEFCHA 8508 HMS Host/Kimer Wan Mastrand (Elis Don?
20 Ficking Horse Canyon, BC BC Min. of Transpartatian DEFCHA (zpk 25 Bilfinger BOT (51 14m FlabronParsans)
185 Disrach Freeway Brdgs, MB Gty of Winnipeg DEFM Gap 310 Plenary Group (PCL Canstructors)
176 York, OM BRT Fegiona Muni of York DEFOHA Lapy B2 Mine firms (KiewitDelcan)
120 Okanagen Bricke, BC BE Depl of Transport DBFOM Gl 50T SNC Lavaln
83 Hwy 104 Cobaquid Fass, NS MNowva Soota MOT BE0M SBE CHC: Aecomd AMEC Dutterin
Cap) avpiabilty paymantz— public credil]  doll tell collectone —praject eranus credill
Sowre: Pubic Wirks Anmoing “rtsrationsl Major Projeois Databess " 180520117
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