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In the last few months, both House and Senate have
finally produced drafts of their proposed bills to reautho-
rize the federal surface transportation program. Much of
the media commentary has portrayed the two bills as ide-
ological extremes that will be very difficult to meld into a
single measure and pass. In my view, this characterization
misses key points about both the context for reauthoriza-
tion and the many similarities in the two bills.

The first point to keep in
mind is that this will be the first
reauthorization of the federal
surface transportation program
in the new era of fiscal restraint
and retrenchment that will char-
acterize the federal government
for the next several decades.
The federal budget is on an
unsustainable path toward a national debt exceeding
100% of GDP and a possible vicious circle in which interest
on that ever-expanding debt becomes one of the major
components of the federal budget—i.e., without funda-
mental change, we are heading toward the fate of Greece.

While the full magnitude of this situation is not reflect-
ed in these bills (and especially not in the fantasy-land
transportation budget the President proposed this
month), that context explains why neither bill provides for
a net increase in annual surface transportation spending.
And assuming that a final bill is patched together from the
components of the House and Senate bills, this will be the
first time since the creation of the federal Highway Trust
Fund in 1956 that a reauthorization has not provided a
large increase in funding.

As for the contention that these bills are polar oppo-
sites, consider the following list of similarities (in addition
to no net increase in funding):

• Program consolidation—both bills would dramatically
reduce the number of separate programs, providing
broad categories, letting states make more choices in
how to spend federal funds;

• Optional “enhancements”—
both bills would no longer require
a set percentage of the major
highway program to be spent on
things like bike paths, scenic trails,
and other “transportation
enhancements”;

• Environmental streamlining—
both make further attempts to reduce the convoluted
and time-consuming process of getting large projects
through the review process;

• No high-speed rail funding—neither bill provides fund-
ing for the Administration’s signature HSR program;

• No infrastructure bank—neither would create a new
grants and loan entity for transportation projects;

• TIFIA expansion—both would greatly expand TIFIA, a
remarkable shift from grants to loans, so as to make
limited federal dollars go further.

Alas, as of this writing, both bills also share a common
defect of not being “fully paid for,” via some combination
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of dedicated revenue sources (mostly fuel taxes) and
offsetting cuts elsewhere in the federal budget.

Those similarities all reflect the federal govern-
ment’s dire fiscal situation. Instead of lamenting that
the bills are not significantly larger, transportation
advocates should be thankful that transportation has
not—so far—been subject to across-the-board cuts in
spending, a very real possibility in coming years.

Despite the above similarities, there are some major
differences in the bills, as might be expected given the
different ideological make-up of the House and Senate.
The House approach goes further in refocusing the fed-
eral program toward federal interests, targeting most of
its highway funding to the National Highway System (the
Interstates and other major inter-city highways). The
Senate bill would create a
new freight grant program,
while the House would de-
facto permit more funding
for freight-related highway
upgrades by putting more
emphasis on major high-
ways used by trucks.

The two houses started out with different approach-
es to making up the projected shortfall between
spending (at current levels) and highway user tax rev-
enues. Since this disparity increases over time, the
longer the reauthorization period, the bigger the hole
that needs filling. So the Senate has opted for a two-
year bill, requiring it to find only about $12 billion in
additional revenues or offsetting cuts elsewhere in the
federal budget. The House began with a five-year bill,
as strongly preferred by state DOTs and most trans-
portation advocates. But that gave it a much deeper
hole to fill.

The initial House approach last summer, consistent
with the overall House budget framework from Budget
chair Paul Ryan (R, WI) addressed the problem by limit-
ing highway and transit spending to the amount pro-
jected to be realized over five years in user-tax rev-
enue. Since that approach led to significant reductions
in annual spending compared with the last several
years (during which fuel-tax revenues were supple-
mented by about $35 billion in general fund stimulus
monies), the initial House approach came under enor-
mous political pressure.

The House GOP leadership’s first attempted fix was

to link expanded oil and gas production to the trans-
portation bill. There were three major problems with
this. First, the Senate was widely expected to find this
unacceptable; second, the amount of new revenue
generated in the five-year period of the bill would
come nowhere near to filling the hole, and third,
dumping enough oil and gas revenue to do so into the
Highway Trust Fund would violate the Budget Control
Act provision that protects user-tax-supported trust
funds from across-the-board federal spending cuts only
if user-tax revenue constitutes at least 90% of a trust
fund’s revenue.

Recognizing the problematic nature of that
approach, the House then came up with Plan B. To
retain the integrity of the Highway Trust Fund, the sec-
ond version of the bill spun off its Transit Account as a

renamed Alternative
Transportation Account, to
be funded mostly via $40
billion in general fund
money. That would have
greatly reduced the shortfall
in the Highway Trust Fund
itself, to an amount less
than 10%, thereby preserv-

ing the HTF’s nature as a user-tax-supported trust fund
exempt from general budget cuts. Taking a longer-term
view of the federal budget situation, state DOTs should
have welcomed this move. But under intense lobbying
pressure from urban transit advocates, neither AASHTO
nor the Chamber of Commerce supported Plan B.

As this piece is being written, it appears that the
House leadership is scaling back or abandoning Plan B.
Speculation is that the bill will be reduced in duration
to something like the Senate’s two years, reducing the
size of the funding gap. Whether the separation of
transit from the HTF will be jettisoned remains to be
seen.

Larger TIFIA, Limits PABs

For readers of this newsletter who are interested in
tolling and public-private partnerships, the bills offer a
mixed bag. Both would greatly expand the critically
important TIFIA program, for which demand has great-
ly exceeded supply in recent years. Neither would
increase or eliminate the cap on tax-exempt private
activity bonds (PABs), however, which will be a serious
constraint for long-term concession projects that need
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senior debt that is investment grade to accompany their subordinate
loan from TIFIA. Both bills also err in expanding the size of a TIFIA loan
to as much as 49% of a project’s budget. TIFIA is supposed to provide
gap financing, not half of a project’s budget. And if the current limit of
33% is retained, a $1-billion-per-year TIFIA program can assist consider-
ably more projects, thereby leveraging federal funds to a greater extent.

The major problem with both bills as of this writing is their absence of
workable tolling provisions. Ever since the ISTEA reauthorization in 1991,
each such bill has reduced the extent of federal obstacles to tolling and pric-
ing. The current Senate bill does not address tolling at all, while the House
bill would actually be a step backwards. Its program consolidation would
wipe out the existing pilot programs, and its narrow tolling provisions would
permit tolling only on new lanes. That would wipe out the current (but thus
far unused) authority under the Value Pricing Program to put variable tolls
on existing urban Interstate lanes for congestion management.

It would also mean no more tolled projects to reconstruct and mod-
ernize aging Interstates. The current three-state pilot program has
recently filled its third slot, permitting North Carolina to reconstruct
and widen I-95 using toll finance. The other two slots are held by
Virginia (I-95) and Missouri (I-70). Two other states that had applied for
slots—Arizona (I-15) and Rhode Island (I-95)are now without that
option, as are (for example) the other three states in the I-70 Corridors
of the Future program (Illinois, Indiana, and Ohio) and other states in
the I-95 Corridor Coalition (such as Florida, Georgia, South Carolina, and
Connecticut).

Rescuing the Toll Provisions

Fortunately, a bipartisan amendment to the Senate bill has been pro-
posed by Sens. Carper (D, DE) and Kirk (R, IL) to retain and expand the
tolling and pricing pilot programs. For the Interstate Reconstruction toll
pilot, the number of slots would be increased from the current three to
ten—not enough, but better than the status quo that prevents all of the
above states from using toll finance for Interstate reconstruction.
Getting this amendment into the bill should be a priority for all advo-
cates of tolling and public-private partnerships.

Given the uncertain state of play in Washington in this presidential
election year, it’s not clear to me that the House and Senate will be
able to resolve their differences and enact a bill this year. If I were a
betting man, I would not bet in favor of this happening. Then again, I
admit I was 2surprised that the FAA reauthorization bill was finally
enacted several weeks ago,
after 23 temporary exten-
sions of the old law which
expired Sept. 30, 2007.
SAFETEA-LU only expired on
Sept. 30, 2009, so we may
have a few years left to wait. �
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� Urgent Procurements For City Assets
Two deeply distressed governments this month initiated fire
sales of critical infrastructure assets, both on extremely tight
schedules. Maximizing immediate returns is the goal in both
cases, which likely means renegotiating the contracts and pen-
sion obligations of the facilities’ union operators.

In Harrisburg, Pa., parallel procurements have begun for
the city’s water/wastewater system, parking garages and
resource recovery
plant. The city’s
receiver intends to
conduct simultaneous
negotiations with pre-
qualified bidders for
each asset starting on
March 19. The gover-
nor must approve the
contract terms with the
selected firms. All of
the winners will be
required to reach both
commercial and finan-
cial close by June 15.

The city’s water,
wastewater and
stormwater system are
being offered separate-
ly or together. Veolia,
United Water, Severn
Trent, CH2M Hill,
AECOM, Aqua

America and American Water attended a pre-
bid meeting this month. Aqua and American
Water, both regulated utilities, own substan-
tial assets in Pennsylvania.

Receiver David Unkovic, a public and
project finance lawyer, is advised by
Oppenheimer & Co., and McKenna, Long &
Aldrich. In presenting the financial recovery
plan on Feb. 6, Unkovic appeared to be seek-
ing indicative prices through the RFP
process. Those numbers would be plugged
into his new budget to determine how the
pain will be shared among stakeholders, he
said.

Under IRS policy, in a lease or sale any
outstanding public debt would have to be defeased with tax-
able financing. State revolving fund loans for water facilities

would have to be repaid. And any federal grants used to build
the wastewater assets
would have to be refunded
to the U.S. Environmental
Protection Agency.

“Until the actual value of
the assets of the City is
determined through a
r e q u e s t - f o r - p r o p o s a l s
process, and until the extent
of the structural deficit are
understood, it is not possi-
ble to determine exactly
what contributions are
required from various
stakeholders,” Unkovic
said.

The city’s water, waste-
water and stormwater sys-
tems are operated by mem-
bers of the American
Federal of State, County
and Municipal Employees

Two deeply distressed
governments this month
initiated fire sales of criti-
cal infrastructure assets,
both on extremely tight
schedules.
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(AFSCME) union. The bid documents do not say whether
the receiver will cancel the union’s city contracts and pen-
sion agreements. But receivers typically have that legal
power.

Nassau County, N.Y. is proceeding against the wishes of
its receiver to auction the county’s sprawling wastewater
system to private investors. The county has hired Morgan
Stanley & Co. LLC as its financial advisor and Malcolm
Pirnie/ARCADIS as its engineering consultant. It plans to
sign a two-year contract on March 2 with a legal advisor.

The county has not been clear about its plans but appears
to be seeking offers for long-term operation and manage-
ment of its wastewater system under a non-binding memo-
randum of understanding with the Nassau County Sewer and
Storm Water Finance Authority. Presumably, that agreement
would be assumed by financial investors in an asset sale or
lease, says a likely bidder, but that has not been made explic-
it.

He sees two problems with the county’s approach. Like
the county’s state-appointed receiver, he sees the estimated
$150 million in net proceeds from a privatization as a one-
time gain for the county, but of little help for its troubled
sewer system.

The county also plans on canceling the sewer fee compo-
nent of its homeowner tax and requiring the private operator
to institute its own user-fee collection system, he says. That
allows politicians to claim they are reducing taxes, but puts
the onus of direct user-fee collections on the private sector.
“It’s a bit of a shell game,” he says.

� Water TIFIA Must Favor P3s
In his testimony on Feb. 28 before the House Subcommittee
on Water Resources and Environment, American Water
President/CEO Jeffry Sterba argues for changes to tax rules
and in favor of a proposed federal water infrastructure bank
that would specifically promote private investment in public
water utilities through:

• Changing IRS rules that require all outstanding public
debt to be defeased before a private lease takes effect,

• Eliminating the state volume cap imposed by the IRS for
private-activity bonds issued for water/wastewater invest-
ments,

• Requiring that loans or credit support from a proposed
Water Infrastructure Finance Innovation Authority
(WIFIA) be conditioned on co-investment by private
operators or investors.

• The proposed $20-million minimum project size being
discussed now also must be eliminated, Sterba said, so
that small and rural systems can benefit from low-cost
WIFIA loans.

(As written now in a discussion draft of a new water bill,
WIFIA would be run by the U.S. Environmental Protection
Agency (EPA), which Washington veterans believe would
greatly politicize the bank’s operations.)

A fourth item not discussed by Sterba but also a stum-
bling block to water P3s is the EPA requirement that federal
grants used to build the facilities targeted in a P3 must be
repaid before any private transaction can take place.

Many of these P3 impediments are complicating attempts
by Harrisburg, Pa., and Nassau County, N.Y., to lease or out-
source the management of their water assets (see p. 4). Other
cities have tried and failed to attract private investment—
among them Akron, Ohio, Milwaukee, Indianapolis,

Placing WIFIA inside EPA would
politicize loan approvals.

www.veoliawaterna.com

It’s what you expect from the 
global water industry leader. 
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Chicago, and Reno, Nev. In all cases, political opponents
defeated the lease proposals, in part because the estimated
proceeds were diminished by the penalties addressed by
Sterba.

Sterba’s testimony regarding the proposed WIFIA loan
program expresses the concern of investor-owned utilities
that low-interest federal loans, unless specifically targeted to
P3s, would be used mainly to replace bonds or State
Revolving Fund loans. “The WIFIA proposal itself has merit
as far as it goes,” he says, “but we believe it will do little to
bring significantly increased investment into America’s
water infrastructure.”

(see http://pr.amwater.com/PressResources/resources.cfm)

He continues: “NAWC (National Association of Water
Companies) believes that WIFIA, or similar financing pro-
posals such as an infrastructure bank, should explicitly
encourage and facilitate investment by the private sector
rather than passively allowing it.”

“The Federal Highway Administration’s “TIFIA” pro-
gram, after which WIFIA takes its name, for example, states
on its website that ‘[t]he program’s fundamental goal is to
leverage Federal funds by attracting substantial private and
other non-Federal coinvestment in critical improvements to
the nation’s surface transportation system” [emphasis added]

and that the “TIFIA credit program is designed to fill market
gaps and leverage substantial private co-investment by pro-
viding supplemental and subordinate capital.” We strongly
encourage that the Subcommittee consider strengthening the
WIFIA proposal by establishing similar program priorities.”

� The Case For Water PABs, Again
In arguing the case for water P3s before Congress this
month, Eric Peterson of Hawkins Delafield & Wood,
explained that private financing of improvements to munici-
pal water systems has been blocked by the very limited avail-
ability of tax-exempt private activity bonds (PAB) under IRS
rules that cap each state’s bond volume.

In his testimony, Peterson said: “The planning process for
large water projects takes years, and the unlikelihood and
uncertainty as to the availability of tax-exempt private activ-
ity bond volume cap for a proposed water project, as a prac-
tical matter, eliminates private financing and P3 approaches
to project implementation from meaningful consideration
when project delivery methods are considered by local
municipal officials.

“Completely removing the private activity bond volume
cap applicable to water and wastewater projects may well
help to moderate the water rate financial squeeze. P3 projects
privately financed using tax-exempt bonds generate substan-
tial savings by virtue of the following:

> Expedited delivery schedules

> Guaranteed performance

> Early price certainty

> Guaranteed, lower costs

> Increased innovation

> Greater competition

> Full collaboration between the designer, builder and
operator

> Transfer of design and construction risks

> Improved capital maintenance

> Single point of accountability

> Life-cycle focus

> Enhanced security for performance
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“Significant savings result as well in
design-build and design-build-operate
project procurements financed with tra-
ditional municipal bonds, and for the
same reasons. And DB and DBO pro-
curements are being successfully under-
taken with increasing frequency in the
water sector. Adding “financing” to the
group of privately provided services has
the potential, however, to deliver even
greater value to municipalities in select
circumstances. These include particu-
larly:

• Projects characterized by innovation,
such as desalinization projects,
biosolids management facilities, or
treatment projects involving new
technologies.

• Projects in which there is a higher degree of perceived
performance risk, where the use of risk-taking equity
capital may be appropriate.

• Situations where the municipality wants to turn over
system management to a private concessionaire in order
to get out of the business, receive a concession fee,
improve service or reduce cost.

• Situations where the municipality does not want to issue
debt or own the asset.

In each case, having the assurance that all present and
future capital improvements can be financed on a tax-
exempt basis would remove the only major hurdle to seri-
ous evaluation of the P3 approach to providing public
water services.”

� A Piece Of The Goethals Puzzle
Eight months after three teams were prequalified to bid on
the Goethals Bridge, Allen & Overy has begun reviewing
RFP documents which are expected to emerge from the
Port Authority of New York and New Jersey in coming
weeks, says a close observer.

The Port Authority’s legal department has been directed
to work with the outside counsel to expedite release of the
RFP. Allen & Overy is part of the original consulting team
hired in 2009. But it has had little involvement until now.

PWF’s International Major Projects Database has
Allen & Overy as lenders’ counsel on 32 road, rail, build-
ings and water P3 projects worldwide since 1985. It has
represented or is representing owners on 13 projects,
including the lease of PR 22 in Puerto Rico and the pro-
posed lease of the Ohio Turnpike.

Three finalists were selected in June 2011 to bid for the
Port Authority’s $1.6-billion availability pay project to
replace the Goethals Bridge between Staten Island and
New Jersey:

• ACS Infrastructure Development, Inc., with Granite
Construction and Gannett Fleming Engineers Inc.

• Meridiam, with Skanska Infrastructure Development,
Inc. and PB Americas

• Kiewit Infrastructure Co., with Parsons Transportation
Group, Macquarie, and Weeks Marine, Inc.

� Tappan Zee Bridge RFP?
A request for proposals was scheduled to be issued by the
end of February to four design-build teams that prequali-
fied earlier this month to bid on the $5.2-billion replace-
ment of the Tappan Zee Bridge (TZB) over the Hudson
River in New York.

It didn’t happen and sources say Gov. Andrew Cuomo’s
optimistic schedule for a groundbreaking in August already
appears to be slipping, by at least a month at this point.

Meanwhile, the New York State Thruway Authority’s
challenge as the project’s owner is to convince contractors
that a steep increase in bridge tolls to finance the project

IRIDIUM CONCESIONES 
DE INFRAESTRUCTURAS, S.A.
(F l D d C i d I f t t S A)(Formerly Dragados Concesiones de Infraestructuras, S.A)
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will be politically possible, ideally during the next six
months, as bids are being prepared. Sources say a meeting
was held on Feb. 20 between all of the government agencies
that would be involved in funding the bridge. No word had
come down about a plan of finance by late February, howev-
er, and Cuomo’s project leader,
Karen Rae, did not answer PWF’s
inquiries.

The bridge is a priority of both
President Barack Obama and Gov.
Cuomo, but neither has been will-
ing to say yet how they would pay
for it.

As proposed now, the state’s conceptual design calls for
a “signature” cable-stayed bridge, says one bidder. “They’re
building a monument, a big, grand thing that’s going to cost
a lot.” The current design-build estimate is $4.6 billion.

The hope among public officials is that contractor de-

scoping and value engineering will
bring the cost down. However, Cuomo
appeared to agree recently with local
officials that the bridge design should
accommodate future rail transit. He also
said he was open to leaving the existing
structure standing for pedestrians and
bike riders (which would detract from
the visual impact of the new bridge 280
ft upstream.)

Industry sources say key political
players don’t seem to be on the same
page. Cuomo keynoted the Jan. 25
annual dinner of The Moles and
promised the construction industry’s
elite builders that funding would be
arranged for the project.

Some time later, however, Howard
Milstein, Cuomo’s new Thruway
Authority chairman, reportedly told an
upstate audience that their tolls would
not be increased. Traffic studies indicate
the added TZB capacity will increase
ridership. But the project probably can-
not be financed by raising the bridge
tolls alone, project advisors say.

How the White House might help
Cuomo fund the TZB project is the sub-
ject of great interest among bidders. A

highway bill is unlikely this year so a large grant probably
is off the table. GARVEE bonds might be possible, but the
NYState DOT has no authority to issue them. The NYS
Thruway Authority has requested a TIFIA loan of $2 bil-
lion. But even if US DOT committed its entire TIFIA bud-

get to the TZB, it would be well
short of the request. US DOT could
make a long-term TIFIA loan com-
mitment to TZB, but other TIFIA
applicants, Los Angeles County,
have powerful advocates too.

The Port Authority of New York
and New Jersey’s jurisidiction ends about a mile south of
the TZBridge. Cuomo’s predecessor, Gov. David Patterson,
failed to have the bi-state agency take on the project a few
years ago. Some Port Authority insiders think that plan may
still be alive. But the question of financing remains.

A stipend of $2.5 million will be paid to prequalified
teams that submit a bid. One of the bidders believes that as
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A meeting was held on Feb.
20 between all the agencies
that would be involved in
funding the TZBridge.
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many as two of the teams will back out as the
risks of guaranteeing price and schedule in a
hard-money bid on such an undefined project
become apparent. A fifth team, of FCC and
Impregilo, was not prequalified to bid.

(Qualifications were submitted January 10
and fixed-price bids are currently due in August,
which would be before the environmental
Record of Decision is scheduled to be signed.)

Teams prequalified to bid are:

> Hudson River Bridge Constructors (a group
including Dragados USA, Inc., Flatiron
Constructors, Inc., Samsung C&T, E&C
Americas, Inc., and Yonkers Contracting
Company, Inc.)

> Kiewit-Skanska-Weeks Joint Venture (Kiewit
Infrastructure Co., Skanska USA Civil
Northeast Inc., and Weeks Marine, Inc.)

> Tappan Zee Bridge Partners, a Bechtel/Tutor
Perini Joint Venture (Bechtel Infrastructure
Corporation and Tutor Perini Corporation)

> Tappan Zee Constructors (Fluor Enterprises,
Inc., American Bridge Company, Granite
Construction Northeast, Inc., and Traylor
Bros., Inc.)
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Given the uncertainty on financing, the highly com-
pressed bidding schedule and the unforgiving nature of
NYC construction, one bidder concludes: “They’re moving
at 150 miles per hour toward a brick wall. This could be a
political disaster.”

� California HSRail Unstoppable
A request for proposals is due to be issued in March to five
design-build teams that were prequalified in mid-February
to compete to build the first leg of California’s high-speed
rail network.

The controversial attempt to introduce true high-speed
rail in the U.S. has been attacked from all sides. But as the
number of critics has grown, the number of potential deal-
killers has shrunk, observes one bidder:

• the California High Speed Rail Authority could cancel
the procurement, or

• the Federal Rail Administration could deny funding, or

• Gov. Jerry Brown could bow to legislative critics and
withdraw his support.

None are likely, he says.

• Public authorities don’t close their own doors and go

home, he says.

• FRA and President Obama are firmly behind the project.
“We’re not going to flinch,” said Joseph Szabo, FRA
administrator, after the RFQ was issued.

• And Gov. Brown has not waivered in his support.

Moreover, Brown has considerable leverage in the leg-
islative budgeting process to protect the state’s share of the
funding for the estimated $5.6-billion initial operating seg-
ment between Fresno and Bakersfield.

At full build-out the system would run 800 miles from
Sacramento to San Diego, with nine segments and 15 sta-
tions serving the Bay Area, Central Valley, Inland Empire,
and Southern California. The Authority estimates its cost at
$45 billion. Independent estimates are as much as twice that.

Trains would operate at up to 220 miles per hour and
carry enough passengers to generate $1 billion in operating
profit, the authority says. The authority’s intention is to
design future procurements to attract private investment.

The five teams that are shortlisted to compete for the
$1.5-billion to $2-billion first phase of the initial segment
are:

> California Backbone Builders, composed of Ferrovial
Agroman and Acciona

> California High-Speed Rail Partners, composed of Fluor
Corp., Skanska and PCL Constructors

> California High-Speed Ventures, composed of Kiewit
Corp., Granite Construction and Comsa EMTE

> Dragados SA, Flatiron Construction Corp. and Shimmick
Construction

> Tutor Perini Corp., Zachry Construction and Parsons

� Colorado US 36 P3 A Stretch
Colorado’s High Performance Transportation Enterprise
(HPTE) issued an RFQ this month for a $140-million toll
concession aimed at accelerating completion of an unfund-
ed, northern segment of managed lanes on US 36. A key
goal is to allow express bus service between Denver and
Boulder to begin in 2015.

A $231-million design-build contract for the publicly
funded southern portion of the managed lanes project will be
awarded soon by Colorado DOT.
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The Congressional Budget Office (CBO) finds in a recent
report on PPPs that risk-adjusted capital costs are about
even between public and private delivery of highway pro-
jects, and that PPPs have a small advantage in schedule and
cost. Further, CBO’s data on operation and maintenance
shows that O&M spending on the two largest privately
operated highways in the U.S. is an average of 10% lower
than under previous public management. But it attributes
those savings to steep dips in traffic due to the recession
and to lower wages, rather than to any efficiencies from
better management by their private operator
(http://www.cbo.gov/publication/42685).

Use of its data on traffic and labor costs “may . . . help
to prevent the incorrect attribution of outcomes to pub-
lic or private management when those outcomes actual-
ly stem from other factors,” CBO writes.

The CBO report is entitled
“Using Public-Private Partnerships
to Carry Out Highway Projects.”
Appendix B addresses “Two Case
Studies of Long-Term Lease
Agreements for Highway
Operations and Maintenance.”

The toll roads studied by CBO
are the Chicago Skyway and Indiana Toll Road (ITR). Long-
term leases were auctioned to private investors in 2005
(Skyway) and 2006 (ITR). Macquarie and Cintra won the
leases at prices that did not anticipate the loss of traffic
during the steep recession that started in 2008. Both
roads are currently distressed assets, the ITR more so
than the Skyway.

The ITR is a 157-mile turnpike that opened in 1956. It
was operated by the Indiana Dept. of Transportation
from 1981 to 2005. CBO counts a 19% drop in nominal
O&M costs per lane-mile on the ITR from 2005, the last
year under public control, to 2010. (When O&M costs
were averaged over the years in question, the difference
was 10%.) O&M spending in constant dollars was
$66,300 per lane-mile in 2005 and $54,000 in 2010. ITR
toll transactions fell 21% in those six years, CBO reports,
in part because of traffic diversion due to annual toll
increases.

ITR toll rates charged by IDOT in 2006 were about 3
cents per mile, about a third of the estimated revenue-

maximizing rate at that time. Tolls have been increased
at the maximum allowed in the concession and now are
5.6¢/mile for cars and 22.4¢/mile for tractor trailers.

For the Skyway, a 50-year-old urban bridge owned by
the City of Chicago, the city’s transportation department
spent $261,000 per lane mile (2010 dollars). That number
is the three-year average from 2001 to 2003, when pub-
lic data was available. Under private management from
2005-2010, annual spending has averaged $234,000
(2101 dollars), according to CBO. When averaged, the
annual decrease in spending is again about 10%.

Neither of the private companies formed by investor
Cintra to operate these two roads was consulted by CBO.
The Spanish concessionaire, which operates 20 toll roads
worldwide, is preparing a response, correcting some of

CBO’s wage data and questioning
its assumptions about the causes of
lower O&M costs under private
management. “The decrease in
traffic volumes does not explain the
lower O&M costs, and CBO’s claim
of lower wages is simply untrue,”
says Nicolas Rubio, President of
Cintra USA.

“Developing such a complex analysis without even
consulting the private operators creates a bias from the
start,” he says. “As the report states, operations in the
highways are now being run more efficiently. I must add
that this is being done at an increased level of service
(with a 76% favorable perception by potential users) and
having invested over $400 million since 2006 to enhance
the long-term value of the public’s asset.”

Cintra disputes CBO’s traffic data on the Skyway. In
2010, CBO notes, passenger toll transactions were down
13% since 2005 (3.7% says Cintra), and truck transac-
tions were down 40% (32% says Cintra), from 2.2 million
(1.9 million says Cintra) per year to 1.3 million. Annual
transactions on the ITR have fallen by 21% since 2006,
the last year of public operation, CBO says, and Cintra
agrees.

But Cintra says O&M expenses do not vary greatly
with traffic. It notes, for example, that according to the
CBO report, transactions on the Oklahoma Turnpike are
up 14% since 2006 yet O&M costs are flat.

CBO Got It Wrong On Private O&M
by William G. Reinhardt, PWF editor

“The decrease in traffic
volumes does not explain
the lower O&M costs, and
CBO’s claim of lower wages
is simply untrue.”
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Electronic toll collections (ETC) costs do follow traffic
counts closely and have dropped in the past few years.
Cintra invested heavily to introduce ETC to the Skyway and
improve collections efficiency on ITR (now 65% ETC). So the
reduced ETC costs can’t be used in the before-and-after
O&M comparison, it says.

CBO writes that lower wages paid by the private devel-
oper are a major component of the O&M savings. “Much of
the reduction in costs for the projects since the transition
to a public-private partnership structure appears to have
come from lower labor costs. The private managers elimi-
nated or reassigned many workers and replaced them with
new employees who earned between 25% and 40% less,”
CBO states (citing an academic paper that sourced its data
from TOLLROADS News.)

Wages Have Increased

According to Cintra, ITR toll collection and toll mainte-
nance workers saw no loss of wages, and road mainte-
nance workers in February 2007 earned 22% more than
they did as public employees. ITR’s actual hourly rate for a
highway worker is 30% higher than in the public sector. The
toll maintenance payroll is now $593,000, double the
amount before the ITR lease was signed.

Workforce reductions due to the private developer’s
investments in ETC on both roads were accomplished by
attrition, not layoffs. On the Skyway, Chicago city employ-
ees who had run the bridge were given the option of a job

with another city agency and all took it, largely to preserve
their city pension and other benefits, and not because of
wage differences, Rubio says. ITR and Skyway employees
are offered a standard corporate 401k plan with a 3% cor-
porate match.

Best Management Practices

The O&M efficiencies, Cintra says, are due to the intro-
duction of best management practices by private develop-
ers whose interests are aligned with the long-term efficient
performance of the highway. These include:

> introduction of ETC,

> re-distribution and re-organization of maintenance
areas and winter maintenance,

> remote tolling,

> centralization of customer support in an improved con-
trol center,

> rationalizing capital and operating expenditures with a
focus on life-cycle cost,

> using cost reporting systems that allow the managers to
run more efficient operations. �
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US 36 between Denver and Boulder handles 80,000 to
100,000 average daily trips and operates at 90% capacity,
according to HPTE. Plans are to reconstruct and widen the
2x2 lane former toll road to accommodate a new buffer-sep-
arated managed lane in each direction as well as 12-foot
shoulders.

As proposed now, both public and private segments,
totaling 16 miles, would be completed concurrently. The
concession company would operate and maintain the entire
managed lanes system, as well as express lanes on seven
miles of I-25 between downtown Denver and US 36. The
debt for the public project would be rolled into the conces-
sion. Borrowing would be repaid with revenues from US 36
as well as I-25, which grossed $2.55 million in fy 2011.
Tolls would be set within limits set by HPTE.

HPTE is being advised by KPMG and Hogan Lovells.

The small size of the project makes it an unlikely candi-
date for a concession and HOT revenues are not expected to
cover costs in any case, says a potential bidder. To make a
DBFOM feasible, Colorado DOT probably will have to
make a large milestone payment directly to the builder. That
would require both HPTE’s board and the Colorado
Transportation Commission to approve and fund the conces-
sion agreement.

� Grand Parkway Concession Rejected
Texas DOT this month selected five teams to receive an
RFP in early March for a design-build-maintain contract for
three sections of the Grand Parkway toll road around
Houston. Builders will be required to acquire most of the
rights-of-way for the 37-mile highway and frontage roads,
and to complete all three segments consecutively by mid-
2015.

TxDOT plans to issue toll revenue bonds to fund the con-
struction, estimated at $840 million, as well as the fixed-
price capital maintenance of the beltway for up to 15 years.
A pure toll concession option that would have transferred
revenue, construction and O&M risks to private investors
was quickly rejected by TxDOT early this month. Strong
local opposition to a concession and a political desire to
fund and complete a low-traffic segment at the same time as
the rest of the beltway led to the decision favoring design-
build, local observers say.

Availability payments were taken off the table by the
state’s attorney general last fall. The RFQ in November
asked for either a design-build or concession approach, and
five of the 11 respondents were for pure toll concessions.

All of the concession teams were led by foreign
investors (see chart below). Among them, Ferrovial, FCC
and Brazilian builder Odebrecht also made it onto the
design-build shortlist. Notably absent on the design-build
shortlist are French mega-builder Vinci and Dragados
USA.

P3 proponents note that the RFQ response indicates
a strong appetite among investors for pure toll-revenue
risk for greenfield projects. At least three of the con-
cession teams indicated that a commercial and finan-
cial close could be done concurrently, sources say,
suggesting that bank and/or private activity bond
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financing is readily available for strong credits.

(All P3s in the U.S. have included a TIFIA loan from US
DOT as part of the capital structure. A Spanish concession-
aire notes, however, that its financial feasibility studies of
U.S. projects never assume that the low-cost, subordinated
TIFIA debt will be available.)

TxDOT and Texas Transportation Commissioner Ned S.
Holmes favored a toll concession. Local opposition was
strong, however. Art Storey, chief engineer of the Harris
County Toll Road Authority, claimed that billions of dollars
would be lost to private profits if a long-term concession
was awarded. Two of the state’s largest roadbuilders also
argued for a design-build approach, as did the so-called
“SB 1420” local stakeholders’ committee.

One factor favoring public development is reported
to be an agreement with Exxon Mobil that a low-traffic
segment of the parkway would be completed at the
same time as the high-traffic components in order to
accommodate 15,000 employees at the company’s new
campus that it plans to build at Woodlands. A private
approach typically would wait to start construction until
there was enough traffic demand to support a project
financing.

Shortlisted to receive the RFP for the DBM contract are:

• Fluor-Balfour Beatty-Williams Brothers

• Kiewit-Granite Parkway Constructors JV

• Zachry-Odebrecht Parkway Builders

• GP Infrastructure (Ferrovial Agroman S.A., Webber,
LLC, and Prince Contracting, LLC)

• Spring Creek Constructors (J.D. Abrams, LP, FCC
Construccion S.A., The Lane Construction Corporation,
and Shikun & Binui Ltd.)

Bid Risks For Private ROW
Acquisition

Keith Shepherd, VP of Business Development for
O.R. Colan Associates, right-of-way (ROW) acquisition
experts based in Charlotte, NC, says design-build
firms have found ways to mitigate risks when govern-
ments transfer ROW responsibility.

“Placing the ROW risk on the private sector is com-
mon in Texas and Virginia, but a fairly new concept in
North Carolina,” he says. “There are obvious risks on
the private sector DB firms as it relates to ROW:

1. How can DB firms bid the ROW costs (the acqui-
sition of real estate & relocation benefits, not the
ROW labor) as part of their submittal package and
remain competitive with the other submittals?

“This is usually dealt with by having a stipulated
lump sum contingency amount provided by the client
in the RFQ and then finalizing the values after the
selection of the winning DB firm (by using ROW cost
estimates for the values) so all the proposers are on
the same page.

2. How can DB firms mitigate any cost overruns on
parcels which exceed the fair market value estimate
(FMVE) or have large jury awards?

“DB firms typically mitigate this risk by agreeing to
participate on a certain percentage over FMVE with
the client. Anything over the agreed-upon percentage
would be picked up by the client.”



� NCDOT Floats I-77 HOT Lanes

North Carolina DOT wants responses by March 15 to an
RFQ for a $200-million-plus DBFOM concession to con-
vert HOV lanes on I-77 north of Charlotte to tolled express
lanes, with HOV-2 vehicles riding free.

NCDOT, advised by KPMG and local consultant James
Ray, wants a financial close in the first quarter of 2013.
Over 100 companies expressed an interest in the RFQ doc-
uments this month.

In its RFQ, the state is offering at a minimum the right to
convert HOV lanes on a 14.9-mile section of I-77 north of
the I-85 interchange. Northern and southern extensions may
also be included if environmental permits and rights-of-way
can be acquired. NCDOT is proposing that the private bid-
der acquire the needed land.

The HOV lanes on I-77 are the only ones in the state.
Parsons Brinckerhoff studied the corridor in 2010 for a pub-
lic project and found 250-300 vehicles per peak hour used
the HOV lanes, which also carried 1,500 transit riders daily
on 74 bus trips. NCDOT was denied a $30-million TIGER
II grant for the project in October 2011 and is now pursuing
a concession.

Updated traffic studies will be required, says a prospec-
tive bidder, who predicts the project will need substantial
financial support from the state.

� Pension Fund Buys Australia P3s
A Quebec public pension fund manager has paid US$150
million for 40% of the equity in five Australian P3 projects.
The Caisse de dépôt et placement du Québec, which man-
aged Cdn $159 billion at the end of 2011, bought the stakes
from the leading Australian P3 company, Plenary Group.
The deal frees up Plenary’s capital to do other projects,
while giving the pension fund a stake and room for growth
in the very attractive Australian market, said Macky Tall, the
fund’s senior vice-president, investments and infrastructure.

Plenary has about US$4.5 billion (total value) of P3 pro-
jects in Canada, and about US$5.6 billion in Australia.
While the credit ratings of the governments behind
Canadian P3 projects are attractive, the ratings of the feder-
al and two state governments behind the Australian projects
are even better (all triple A), Tall said. “This was an attrac-
tive market for us,” and the ratings give the caisse signifi-
cant comfort.

By buying into a package of existing projects, the fund
“avoided the issue of scale,” he said, referring to the prob-
lem big funds have determining whether a relatively small

investment (in the context of multi-billion-dollars worth of
assets) is worthwhile.

Caisse de dépôt will invest in a sixth Plenary Australian
project once it passes certain milestones and, as Plenary
undertakes new projects, the caisse can join as a financial
partner. “They have the expertise and resources to acquire
projects,” Tall said. With the caisse purchasing a 40% stake,
Plenary remains as an equity partner and operator, ensuring
that the two companies’ interests are aligned, he said. The
caisse is in for the long haul, Tall said. It expects to make
its return through dividends paid on the equity.

The five Australian projects include a convention center,
two groups of accommodation units for the Australian mil-
itary, a hospital and a group of police and court facilities.
The total value of the projects is about $3 billion.

Caisse de dépôt’s previous involvement with P3 projects
includes a one-third interest in the Canada Line subway in
Vancouver, and some minor indirect investments in Britain
made through a manager. But P3 “is an area of interest for
us,” Tall said.

� 407 Extension Toll Ops Awarded
407 International, which operates the Highway 407 toll
road across Toronto, will set up the automatic tolling sys-
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tem on the next section of 407 to be built, the East
Extension. Implementation will cost Cdn $25 million.

Ontario is committed to an estimated Cdn $5-billion, 22-
km eastern extension of the 108-km Highway 407 ETR,
which is operated under a 99-year lease by 407
International. The East Extension is being bid as a DBFM
project, and three teams have been shortlisted. But unlike
the existing route, where 407 International has a virtually
free hand to set tolls, the Ontario government is going to
keep a tight rein on the tolls on the Extension.

Ontario has given a subsidiary of 407 International a 10-
year deal, starting in December 2015, to provide tolling,
billing and back-office services for the extension. Ontario
expects it will be cheaper to pay 407 International than to set
up its own system, and will provide users with a seamless
system, dealing with just one bill and service provider. The
deal may be extended twice, each time for 10 years.

The team of 407 International shareholders—Spain’s
Cintra, a subsidiary of the Canada Pension Plan Investment
Board, and Canadian engineer-builder SNC-Lavalin—is
one of three shortlisted for the DBFM East Extension high-
way project. The others are teams that include
OHL/Globalvia and Bilfinger Berger/Macquarie. A winner
is expected to be announced shortly.

. . . European News

� EU Bond Insurance Launch
Heads of European Union national governments, at a meet-
ing on January 30, set a late June target to approve legisla-
tive changes needed to enable proposed project bond insur-
ance to be tested by the European Investment Bank (EIB) on
real schemes. The Europe 2020 Project Bond Initiative is
aimed at improving credit ratings of key infrastructure deals
to enhance their potential for private sector bond financing
(PWF, 3/11, p. 25).

Under the Initiative, the EIB support could be in the form
of a debt guarantee or subordinated loans. EIB also would
perform due diligence, evaluate cash flow, price the guaran-
tee or the loan, and subsequently monitor the project. The
EIB and the EU would share the risk of defaults and charge
borrowers an initial premium. The EU’s risk would be
capped, however. Neither the EU nor the EIB would issue
new debt under this plan.

The European Parliament must also approve the propos-
als submitted last October by the Commission for the pro-
ject bond initiative. Pilot trials will run this year and next
before the program starts commercially between 2014 and
2020, managed by the EIB.

“With the little money that we have for the pilot phase . . .
we expect we can support five, up to 10, projects,” says
Marjut Santoni, head of the economic and financial affairs
unit at the European Commission. The EU has allocated
Euro 230 million (US$305 million) for the trials. From 2014
onwards, “several billions” of additional funding will
become available, she adds.

The bond insurance has received a cool response from
finance ministries in some E.U. countries. Among them is
France, though executives at the giant Paris-based Vinci
infrastructure group welcome the EIB initiative. Some gov-
ernments “are not interested in . . . capital market financ-
ing,” says Santoni. “They think grants and subsidies is the
cheapest way.”

� PFI Obligations Hit $200 Billion
Having examined the U.K.’s first ever Whole of
Governments Accounts, the influential parliamentary Public
Accounts Committee this month called for PPP/PFI
schemes to “take into account the comprehensive and total
cost of all such commitments as well as the value for money
of individual transactions.”

The committee was reacting to information from the
finance ministry, known as the Treasury, that put the net
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book value of PFI assets at £30.9 billion (US$49 billion), as
of March 2010, while future public sector obligations for
the deals are more than four times that amount.

The finance ministry last November published the
U.K.’s first audited financial statements for the public sec-
tor covering all financial commitments, including those
relating to the 609 PFI schemes signed by March 2010. The
accounts record total net present value of future obligations
to repay capital costs of the PFI deals at £28.1 billion
(US$45 billion). Interest charges and fees covering facili-
ties management and other services amount to nearly £100
billion (US$160 billion).

� Ferrovial, Globalvia Crushed
Spanish toll road operators struggling with insolvency have
been deprived of some Euro 400 million (US$535 million)
of financial aid that was due under an economic compensa-
tion plan created by the former Socialist administration
(PWF 12/11, p. 23).

Among the most seriously affected firms are Ferrovial
and Globalvia. Both had obtained from creditors standstills
on debt repayments until the end of this month to avoid
defaulting. The originally pledged three-year, interest-free
government loans were critical to the strategy.

A concession firm led by Ferrovial owes banks Euro 500
million (US$660 million) for the 97-km long R4 Madrid
radial toll road. Globalvia, head of Autopista de la Costa
Cálida, holds a Euro 550-million (US$740 million) syndi-
cated bank loan for a 98-km highway between Vera and
Cartagena.

With the aim of getting Spain’s budget deficit down to
EU requirements, the ministry of development will provide
only a Euro 200-million (US$270 million) package for:

• underperforming toll roads whose revenues are below
80% of earnings forecast in their concession contracts

• compensation for payments made by toll road operators
to former land owners whose land was revalued by the
Supreme Court.

� Ferrovial’s Deleveraging Success
Spain’s infrastructure group Ferrovial this month reported a
74% net debt reduction to Euro 5.1 billion (US$ 6.8 billion) in
the first full year since launching its deleveraging plan.
Ferrovial has been able to take debts held by U.K. airport owner
BAA off its books by selling a 5.88% interest in the company,
reducing its interest to below 50%. Altogether, Ferrovial raised
Euro 1.26 billion (US$1.67 billion) from asset sales.

Ferrovial reports making a Euro 195-million (US$260
million) capital gain on its sale of the airport services unit
Swissport and another Euro 27m (US$36 million) from its
shares in Madrid’s M-45 shadow toll road. The company
also generated a capital gain of Euro 847 million (US$1.12
billion) from the sale of its interest in BAA to Alinda
Capital Partners.

On a like-for-like basis, Ferrovial reported 2011 EBIT-
DA of Euro 818 million (US$1 billion), 8.9% up on the
year before. Including divestments, last year’s net profit fell
41.3% to Euro 1.27 billion (US$1.68 billion) while revenue
was down 20.7% to Euro 7.45 billion (US$9.9 billion).

� Mighty Vinci Looks East
The French PPP market last year was good for Paris-based
Vinci Concessions, which raised Euro 3.9 billion (US$5.2
billion) for projects, 80% of it for the Tours-Bordeaux high-
speed railroad. But the firm is increasingly looking beyond
its national boundaries to emerging economies such as
India, Turkey and Russia. “Europe is going to decrease in
the number of projects,” says Development Director Fadi
Selwan.

Vinci this month reports a 3.9% revenue increase in its
concessions and toll road businesses to Euro 5.3 billion
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(US$7.1 billion). The combined EBIT increased 2.6% to
Euro 2.15 billion (US$3 billion). Revenues from highways,
which accounted for 83% of the combined output, grew
3.5%. EBIT for road operations rose 5% to Euro 2 billion
(US$2.7 billion). The result compensated for a 23.5% drop in
EBIT for concessions, explained by a Euro 46-million
(US$62 million) loss provision on some deals.

Despite the banking crisis, last year “we always found the
money [but] it was more expensive than it was before,” says
Selwan. Vinci is now approaching banks to finance its recent-
ly won Euro 750-million (US$969 million) A355 Strasbourg
bypass, to be funded by tolls. “Banks are very reluctant to
finance traffic-risk projects,” says Selwan. Looking for
greater certainty, they prefer availability deals and are likely
to offer tenors of no more than 12 years, he adds.

“France is still very active,” says Selwan, targeting new
projects including roads and stadiums. But with only 6% of
sales coming from outside France, Vinci is looking further
afield. Having closed a deal for Germany’s A9 highway
Thuringia and Bavaria states last year, Vinci is now looking
to bid for the A6 highway in Baden-Wuerttemberg and the A7
in Schleswig-Holstein, to be procured on the A-Model sys-
tem.

Meanwhile, India and Russia are increasingly attracting
Vinci, which recently also set up a Turkish office, aiming at pro-

jects such as the big highways privatization program and the
third Bosphorus bridge. Though the potential is large, Selwan
believes doing business in Turkey will be “very tough.”

Selwan is aware of the difficulties facing the consortium
seeking to finance the huge Gebze-Izmir highway deal,
awarded last year to a team including Italy’s Astaldi.
Observers believe the project might have to be broken up into
smaller, more bankable packages. Local banks individually
lack the muscle to finance the really big jobs the government
is planning, says Selwan, and “there are no foreign banks still
active today in Turkey.”

� Bridge Loan For $3bn Italian Road
Italy’s partially private concessionaire BreBeMi S.p.A. this
month secured a six-month Euro 546-million (US$730 mil-
lion) bridge loan from Italian banks towards construction of
its 62.1-km Brescia-Bergamo-Milan toll road. BreBeMi plans
to close the Euro 2.2-billion (US$2.9 billion) financing for
the 25-year design, build, finance, operate and maintain con-
tract in the middle of this year.

Banca Infrastrutture Innovazione e Sviluppo led the bank
syndicate, which also included Monte Paschi dei Siena,
UniCredit and Banco Popalare for the six-month bridge loan.
BreBeMi has so far built 22 km of the highway and aims to
finish the job by mid-2013. Construction progress has been
hindered by the legal complexity of securing land rights from
43 municipalities along the route.

Until the new financing is secured, BreBeMi is using Euro
530 million (US$700 million) of equity and an initial Euro
300-million (US$396 million) bridge loan to pay its contrac-
tors. The postal savings bank Cassa Depositi e Prestiti has
agreed to lend Euro 765 million (US$1 billion) and Credito
Bergamasco will complete the loan financing.

BreBeMi is controlled by Autostrada Lombarda S.p.A.,
which includes 30 Lombardy region municipalities as well as
banks, engineering firms and highway operators. Banca Intesa
San Paolo, owner of Banca Infrastrutture Innovazione e
Sviluppo, is the largest investor. It owns 39.7% of Autostrada
Lombarda, giving it 80% control of the highway concession.

� UK Mersey Toll Bridge Advances
Three of six competing groups are now shortlisted to bid for
a 30-year design, build, finance, operate and maintain con-
tract covering the U.K.’s Mersey Gateway toll bridge, near
Liverpool, with an estimated capital value of £600 million
(US$960 million), including land acquisition. The new cross-
ing is due to open to traffic in 2016.

Halton Borough Council, the procurement authority, plans
to select a preferred bidder in about a year from one of the
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following teams:

• Merseylink (Macquarie Capital Group, Bilfinger Berger
Project Investments, Vialia Sociedad Gestora de
Concesiones de Infraestructuras and FCC Construcción)

• MGL (Galliford Try Investments, Hochtief PPP Solutions,
Iridium Concesiones de Infraestructuras)

• Balfour Beatty, Bouygues Travaux Publics and Egis
Projects.

Halton forecasts that the central government will contribute
construction and operational grants amounting to about 30%
of the project’s estimated £2 billion (US$3.2 billion) whole-
life cost. Toll-revenue debt will account for the rest. The
roughly 1-km-long cable-stayed bridge will be sited 1.5 km
from the existing, untolled Silver Jubilee Bridge, some 20 km
east of Liverpool. The existing bridge will be modified for
local use only, and both bridges will be tolled.

� UK Rescues Hospital PPPs
The U.K. health department has now allocated £1.5 billion
(US$2.4 billion) for up to 25 years to support National Health
Service (NHS) hospital trusts burdened with unaffordable
PFI/PPP financial commitments. Seven hospital trusts have
been singled out as potential candidates for the subsidy, which
is available this April.

The department has set out four criteria relating to the
degree of financial stress and clinical performance for hospi-
tals to satisfy before receiving support.

The trust has a 36-year PFI covering its new £238-million
(US$380 million) Queen’s hospital. It is paying the concession-
aire, Catalyst, index-linked annual fees exceeding £43 million
(US$70 million), raising the whole life cost to £2.3 billion
(US$3.6 billion), according to an analysis by the British Medical
Association, representing doctors. Catalyst financed the deal in
2004, largely with wrapped bonds. Investors include Bovis Lend
Lease and Halifax Bank of Scotland.

. . . Latin American News

� Nonrecourse Loan For Dominican Road
The Inter-American Bank Development Bank has approved its
first senior secured project loan without sovereign backing for
a privately financed US$635-million highway in the
Dominican Republic. The 18-year, US$130-million loan will
support a 30-year (after construction) design, rehabilitate, con-
struct, operate and maintain contract covering the 285-km
Viadom highway system.

The concessionaire, Dominicana de Vías Concesionadas

(Dovicon), has also obtained a US$90-million loan from the
International Finance Corporation plus US$311 million of
local bank debt. Dovicon's partners are investing US$103 mil-
lion of equity in the concession.

Under the contract, Dovicon will rehabilitate 199 km of
roads and build 68 km of new sections. Dovicon won the con-
tract in late 2009 and started work on the new section in mid-
2010, first financed by the government. Dovicon is led by
Colombian constructor Grupo Odinsa, S.A. with 40%, while
Italy’s Ghella S.p.A and the Argentine firm IECSA each owns
25%. The remaining 5% belongs to the Dominican firm Remix.

� Bogotá Airport Costs Soar
The Swiss-Colombian concessionaire on Bogotá’s El Dorado
International Airport project has secured almost $300 million
in additional debt financing to complete the US$1-billion
upgrade project by the middle of this year. Because of delays
in getting approvals for specification changes, the project is
running 15 months late and has overshot its original budget by
over 50%. To raise its financing, Sociedad Concesionaria
Operadora Aeroportuaria International, S.A. negotiated a 14-
year, US$50-million loan from the multilateral Corporación
Andina de Fomento. Additionally, concession partner Grupo
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There is now a better way to
determine the quantitative probabil-
ity of revenue forecasts being
achieved or exceeded. Called
Quantified Probability Analysis”
(QPA), it is a badly needed practical
approach so that both debt and
equity participants in a deal, and
developer and other interests, can
all be satisfied that their (possibly
differing) revenue forecast needs
are properly addressed.

Traffic and revenue forecasts
have always been suspect.
Historically, financial analysts have
been giving them completely arbi-
trary “haircuts” or reductions, some-
times considering the results of sen-
sitivity tests of major input variables
such as population growth and com-
petitive facilities. But sensitivity
tests are not intended to address the
probability of a particular input vari-
ance actually occurring.

Then came two types of primitive
probability assessments: (a) those
done by transportation planners
using simplistic risk analysis soft-
ware; and (b) those done by statisti-
cal gurus using sophisticated tech-
niques but with no knowledge or
reflection of the underlying trans-
portation planning “facts of life.”

The “QPA” requires both expert
transportation planning and sophisti-
cated statistical capabilities. It first rec-
ognizes and quantifies inherent uncer-
tainties in the modeling and forecast-
ing process. Specific steps are:

• clear identification and assess-
ment of factors that could signifi-
cantly affect project revenues;

• the development, using analysis
or judgment, of the probability
distribution for each of these fac-
tors individually;

• the combination of these proba-
bility distributions for significant
input factors to produce a single
overall revenue/probability distri-
bution function.

Typically the calculated values
can be for: a 90% probability of
attainment, or investment grade; a
50% probability, often considered to
be a “central” or “most likely” case;
or other values requested by project
participants for their risk assess-
ments and financial pro formas.
Traditional “haircuts” can be omit-
ted or based on rigorous analysis.

Numerous input variables for the
modeling process need to be
screened and selectively analyzed,
including:

• toll rates or public transportation
fares

• perceived traveler value of time

• regional transportation network
characteristics and changes

• land use types, intensities, pat-
terns and trends

• socioeconomic parameters (pop-
ulation, employment, etc.)

• modal splits and trip purpose mix

• energy costs/environmental con-
straints

The methodology relies on sensi-
tivities of project revenues to varia-
tions in each of the significant
inputs. The preferred source for this
is successive model runs which will
permit the sensitivity of traffic or rid-
ership to individual input variations
to be ascertained. In some cases
there may be inputs whose values
are highly uncertain; here special
methods borrowed from the field of
statistical design can be usefully
employed.

The development of the com-
bined probability distribution can
use Monte Carlo or a similar analysis
tool. The resulting matrix of overall
annual revenue levels versus esti-
mated probabilities of attainment or
exceedance for selected years is the
information of interest to project
participants. Financial analysts of
debt or equity providers will now
know the probability of various lev-
els of future revenues occurring and
will be able to compare the project’s
financial performance (IROR, debt
coverage, etc.) with the probability
of achieving that performance.
“Appetites for risk” will be clear, and
decision-making will be improved.

This “QPA” procedure was devel-
oped by Ray Tillman and Tom Adler.
Ray provides transportation plan-
ning advisory services and was a Sr.
Vice President of URS and head of its
NY-based Transportation Planning
Division as well as President of the
P3 Division of ARTBA. Tom is
President of the Resource Systems
Group, Inc., a transportation consult-
ing firm specializing in demand fore-
casting and transportation market
research. �

Infrastructure Advocate

Improving T&R Forecasts Using “QPA”
by Ray Tillman and Tom Adler



Odinsa guaranteed a US$136-million loan from a local
bank. Construcciones El Condor S.A., another investor in
the project, will contribute US$111 million in debt.

Switzerland’s Flughafen Zürich A.G. controls 30% of the
concession, which was previously increased from 17 to 20
years because of the construction delays. Under the contract,
the concessionaire will pay the Colombian government
46.16% of revenues plus a fixed 5%.

� Top Dollar For Brazil’s Airports
Brazil’s civil aviation authority (ANAC) raised Reais 24.5
billion (US$14.3 billion) in an auction this month of three
concessions to operate the two international airports in Sâo
Paulo and one in Brasilia. Prices bid were far above the min-
imum levels set by the government, reflecting high growth
forecasts stimulated partly by the 2016 the soccer World
Cup and the 2018 Olympic games, say analysts.

Interest in the contracts was so intense that fees secured
by ANAC were more than three times greater than the min-
imum. In the case of Sâo Paulo’s Guarulhos airport, the fee
was 33 times last year’s EBITDA of Reais 484 million
(US$280 million). Concessionaires on the three airports
will have to invest a total of Reais 16.1 billion (US$9.5 bil-
lion) over the term of the concession for the upgrades.

Analysts at UBS investment bank believe the high val-
ues reflect the boost to air traffic expected from the sport-
ing events, on top of the 118% traffic increase seen between
2003 and 2011, which is in line with general economic
growth. Eleven groups comprised of 28 firms competed for
the concessions to modernize the airports, which serve 37%
of Brazil’s passenger traffic and 57% of its air freight.

The winning teams will control 51% of the special pur-
pose companies set up to operate the airports, and the state
will retain 49%. ANAC expects to confirm the awards by
March 20 and sign the contracts within 45 days of then.
State-owned Banco Nacional de Desenvolvimento
(BNDES) will provide up to 80% of the financing.

Guarulhos Airport: Invepar bid Reais 16.2 billion
(US$9.46 billion) for its 20-year concession of Sâo Paulo
Guarulhos airport, Brazil’s busiest, with 30 million passen-
gers in 2011. The price was 373% over the government
minimum. Invepar is 90% controlled by local pension funds
of state firms and others, with Airports Company South
Africa SOC Ltd. holding 10%. Reais 4.6 billion (US$2.6
billion) of investment is required for the project.

Viracopos Airport: The Reais 3.82-billion (US$2.2 bil-
lion) fee bid for Viracopos, Sâo Paulo’s other airport, repre-
sents a 160% premium over the government minimum. The

winner, Aeroportos de Brasil, is 90% controlled by two local
entities while France’s Egis Airports owns 10%. The 30-
year concession calls for Reais 8.7 billion (US$5 billion) of
investment. Passengers totaled 7.5 million in 2011.

Brasilia Airport: The Inframerica consortium, equally
owned by Brazilian Engevix engineering firm and
Argentinian airport operator Corporación América, S.A., bid
Reais 4.5 billion (US$2.6 billion) for a 25-year concession
for Brasilia's airport, which handled 15 million passsengers
last year. The fee represents a 673% premium over the gov-
ernment minimum. The project requires Reais 2.8 billion
(US$1.6 billion) of investment.

� Brazilian Toll Concession Giant Formed
Italy’s Atlantia and Brazil’s Bertin Group have agreed to pool
their Brazilian assets into a new equally owned company with
a portfolio of over 1,000 km of toll roads, mainly in Sâo Paulo
state. The joint company is forecast initially to generate Reais
810 million (US$470 million) of annual sales resulting in
EBITDA of about Reais 630 million (US$365 million).

Atlantia’s wholly owned Autostrade do Brasil will con-
tribute its 442-km Triangulo do Sol concession in Sâo Paulo
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state, which will expire in 2021. The subsidiary will first
acquire the 20% of the concession it does not already own.
Bertin’s subsidiary CIBE will contribute 307-km-long and
72-km-long motorways in Sâo Paulo and Minas Gerais
states respectively.

The joint company also will have rights to acquire from
Bertin group 95% of its two wholly owned 30-year conces-
sion covering 105 km of Sâo Paulo’s tolled beltway. In that
case, the joint company would provide Bertin with loans of
Reais 1.1 billion (US$650 million) to complete construction
on these assets. The loans would later be converted into equi-
ty. Atlantia expects this expanded joint company’s EBITDA
to reach Reais 1.15 billion (US$670 million) in its first year.

. . . More World News

� St. Petersburg Beltway Operator
Feelers are out for a company to operate the planned tolled
western bypass of St. Petersburg, Russia, which is now
expected to reach financial close this summer. Under a 30-
year PPP, the concessionaire, led by two Russian banks, will
be responsible for building the nearly 12-km-long compli-
cated central section of the highway over water and operat-
ing the whole 46.6-km-long bypass, known as the Western
High Speed Diameter (WHSD). Parts of the bypass are now
being built by municipal government.

The project procurement body, J.S.C. Western High
Speed Diameter, and the city signed the concession agree-

ment in December with the consortium Magistral Severnoi
Stolitsy (Northern Capital Highway) led by VTB Capital
(58%) and including Gazprom Bank (42%).

Magistral won the contract with an offer undercutting the
sole rival bidder’s required minimum-revenue guarantee by
over 40%, says a project source. The consortium forecasts
needing support for only the first four years. Should rev-
enues exceed an agreed-upon level, then the city will take
90% of revenues.

Of the total financing required by the WHSD project,
equivalent to about US$1.3 billion, in rubles, about 30%
will be in equity, says a project principal. Debt providers
include the European Bank for Reconstruction and
Development, offering the equivalent of US$265 million.
Russian banks making up the balance of debt include the
development bank VEB, VTB and Gazprom Bank.

For the highway’s three-year turnkey construction phase,
Magistral recruited the same team of Italy’s Astaldi and
Turkey’s İçtaş İnşaat that is working on the Euro 1.4-billion
(US$1.9 billion) St. Petersburg Pulkovo airport PPP project.
VTB Capital (VTBC) led the airport’s Northern Capital
Gateway consortium, which closed the deal in April 2010.
Other investors include Germany’s Fraport A.G.

� Malaysia Awards 60-Year Highway
A subsidiary of Malaysia’s Kumpulan Europlus Bhd. (KEB)
late last month secured a 60-year BOT concession for the
mainly tolled 316-km-long West Coast Expressway between
Banting, close to Kuala Lumpur, and Taiping in Perak, to the
north. The government will support the Rm 7.1-billion
(US$2.3 billion) deal with subsidized loans.

The government will loan RM 2.24 billion (US$740 mil-
lion starting next year, charging 4% interest, and subsidize
commercial loans by up to 3% for 22 years, according to
KEB. The concessionaire will pay the government 70% of
toll revenues above a set amount until the state loan is paid
off. After that, the government’s share will fall to 30%.

KEB, a small, unprofitable manufacturer with limited
interests in concrete, controls 64.2% of the concessionaire,
West Coast Expressway Sdn Bhd (WCE). In mid-February,
KEB agreed to buy shares in WCE from another investor.
When that deal closes, KEB will own 80% of the conces-
sion’s equity.

The construction group IJM Corp. has a 25% interest
in KEB and is expected to have a role in the project. �
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U.S. Transportation Concessions, 1993-2012
Notice to Project cost
Proceed Project Name Public Sponsor Risk (current $ mill.) Developer ($capital/design-builder)
In operation

7/93 91 Express Lanes, CA Caltrans DBFOM (toll) 130 Level 3/Cofiroute/Granite (sold to gov’t. 1/03)

9/93 Dulles Greenway, VA Virginia DOT DBFOM (toll) 350 TRIP II ($150m/Brown & Root)

5/99 Foley Beach Express, AL City of Foley, AL BOO (toll) 44 Baldwin County Bridge Co.

6/99 * Camino Colombia Bypass, TX Texas DOT BOO (toll) 90 Landowners (Granite) (TXDOT purchased 1/04)

10/00 * Las Vegas Monorail, NV Clark County, NV DBFOM (farebox) 343 Las Vegas hotels ($331m /Bombardier–Granite)

TF 5/03 * SR 125 So. Bay Express, CA Caltrans DBFOM (toll) 773 PB!/Macquarie ($653m /Fluor_Washington)

1/05 Chicago Skyway, IL City of Chicago 99-yr lease (toll) 1,830# Cintra Concessions/Macquarie

6/06 Indiana Toll Road, IN Indiana Finance Authority 75-yr lease (toll) 3,850# Cintra Concessions/Macquarie

TF 6/06 Pocahontas Parkway Lease, VA Virginia DOT 99-yr lease (toll) 611# Transurban ($45m /Fluor–Washington)

5/07 Northwest Parkway Lease, CO Northwest Parkway Auth. 99-yr lease (toll) 603# BRISA

9/11 PR-22/PR-5 Lease, Puerto Rico Gov’t Development Bank 40 yr lease (toll) 1,136# Abertis/Goldman Sachs Infra Partners II

Under construction

TF 12/07 I-495 HOT Lanes, VA Virginia DOT DBFOM (toll) 1,998 Transurban/Fluor ($1.4bn /Fluor–Lane)

TF 3/08 SH 130 segments 5-6, TX Texas DOT DBFOM (toll) 1,358 Cintra/Zachry ($968m /Ferrovial–Zachry)

TF 2/09 I-595 Managed Lanes, FL Florida DOT DBFOM (ap) 1,814 ACS Infrast. ($1.2bn /Dragados–EarthTech)

TF 10/09 Port of Miami Tunnel, FL Florida DOT DBFOM (ap) 914 Meridiam ($607m /Bouygues–Jacobs)

TF 12/09 North Tarrant Express, TX Texas DOT DBFOM (toll) 2,047 Cintra/Meridiam ($1.46bn /Ferrovial)

TF 6/10 I-635 LBJ Managed Lanes, TX Texas DOT DBFOM (toll) 2,800 Cintra/Meridiam ($2.1bn /Ferrovial Agroman)

8/10 Denver Eagle PPP Rail, CO Denver RTD DBFOM (ap) 2,100 Fluor/Laing/Uberior ($1.27bn /Fluor–BB)

1/11 Jordan Bridge, VA Chesapeake, VA BOO (toll) 100 Figg/Amer. Infra. MLP/ Lane ($100m/Lane)

Source: Public Works Financing “International Major Projects Database” 1985-2012

Chart Summary
$21.7bn in public and private funds invested since 1993

• $8bn invested in five brownfield leases of existing toll roads
• $12.4bn invested in 11 highway and bridge capacity additions
• $2.4bn invested in two urban transit projects

Deal flow is accelerating . . .

From 2008–2011
• $14bn invested in nine projects
> First major urban transit P3
> Five major capacity additions in three states whose
capital costs together ($7.7bn), when annualized,
represent 11% of all spending on new U.S. access-
controlled expressways ($11bn/yr) in 2011.

P3 developers \ investors with
U.S. projects
ACS-Hochtief—Spain
Abertis—Spain
Balfour Beatty—U.K.
Cintra/Ferrovial—Spain
Figg Bridge Developers—U.S.
Fluor—U.S.
Macquarie—Australia
Meridiam—France
Transurban—Australia
Zachry Resources—U.S.
Firms bidding on U.S. projects
Acciona—Spain
Bechtel—U.S.
China Construction America—China
FCC—Spain
Odebrecht—Brazil
OHL—Spain
Samsung—South Korea
Skanska—Sweden
Shikun & Binui —Istrael
SNC Lavalin—Canada
Soares Da Costa—Portugal
Vinci—France

Key
TF– financing includes USDOT TIFIA loan

* bankrupt

� includes public funds (if any) + project debt and equity

# discounted present value of excess cash flow

! Parsons Brinckerhoff

BOO=build-own-operate

(toll) toll collections�project revenue risk

(ap) availability-based payments� gov’t. annual appropriations risk

(farebox)�ridership risk
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CANADIAN PUBLIC-PRIVATE SERVICES DIRECTORY

KPMG’s Global Infrastructure professionals in the US and
Canada provide specialist Advisory, Tax, Audit, Accounting
and Compliance related assistance throughout the life cycle
of infrastructure projects and programs. Our teams have
extensive local and global experience advising government
organizations, infrastructure contractors, operators and
investors. We help clients ask the right questions and find strate-
gies tailored to meet the specific objectives set for their busi-
nesses. KPMG can help set a solid foundation at the outset and
combine the various aspects of infrastructure projects or pro-
grams – from strategy, to execution, to end-of-life or hand-
back. Contact Andy Garbutt, Practice leader for KPMG’s US
team, at +1-512 501 5329 and Brad Watson, Practice leader for
KPMG’s Canadian team, at +1- 416 777 8142, or e-mail: infra-
structure@kpmg.com or www.kpmg.com/infrastructure.com

Osler, Hoskin & Harcourt LLP has one of the leading public-pri-
vate partnership (P3) legal practices in Canada. Osler has
extensive experience in all types of P3 arrangements including
concessions, outsourcing of services, and privatizations of vari-
ous government agencies, crown corporations and service
providers. We have advised on a broad spectrum of P3 pro-
jects including major transportation (highways and airports),
public transit, hospitals, schools, prisons, police stations, casi-
nos, waste, water treatment, power generation and transmis-
sion facilities and other infrastructure projects. We represent
public and private sector participants including developers,
contractors, consortiums, service providers, governmental
agencies, consultants and financial institutions. Please contact
Bob Beaumont at (416) 862-5861 (e-mail: rbeau-
mont@osler.com), Lorne Carson at (403) 260-7083 (e-mail: lcar-
son@osler.com), Tobor Emakpor at (416) 862-4268 (e-mail:
temakpor@osler.com) or Rocco Sebastiano at (416) 862-5859
(e-mail: rsebastiano@osler.com).

Raymond Tillman, P.E. has been a widely recognized toll road
expert for over 35 years. Services he provides to a broad range
of public and private sector clients throughout the US and Latin
America include: traffic and revenue forecasts (back-of-the-
envelope through investment grade); quantified risk and prob-
ability assessments; internal and external peer reviews; P3 advi-
sory services (former president of the ARTBA/P3 Division); pro-
ject development consulting, including viability assessments
and implementation strategies; and toll road advisory services.
He has worked closely with toll agencies, underwriters, lending
institutions, rating agencies, “greenfield” facility investors and
developers, and equity participants. Reports prepared under
his direction have supported over $30 billion worth of bonds,
and his credibility in the financial community reflects this record.
Contact information is: (917)328-2265 (cell) or (212)315-3566, or
raymond.tillman@lmstone.com

PUBLIC-PRIVATE SERVICES DIRECTORY

RT

At Williams Mullen, our attorneys understand that successful
infrastructure and P3 projects depend upon strategic plan-
ning along with innovative, pragmatic thinking. Through our
experience across a wide array of disciplines, we leverage
this understanding to assist clients in transforming concepts
into realities. Over the past 30 years, firm attorneys have
partnered with clients to achieve:
• 165+ public-private partnerships
• 170+ design-build or design-build-operate projects
• 130+ power projects (65+ renewable energy and 38+
waste-to-energy)

• 40+ water or wastewater projects
• 30+ transportation projects, including a major U.S. port
representation

• 200+ solid waste management projects
• A multitude of education, corrections and other public
infrastructure projects.
Contact Stuart Broom (202) 293-8110, sbroom@williamsmullen.com,
WarrenNowlin (202) 293-8119, wnowlin@williamsmullen.com, or
ChuckWall (804) 420-6498, cwall@williamsmullen.com, or visit
www.williamsmullen.com
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Wilbur Smith Associates is an internationally recognized toll
road expert, providing financial, procurement, operations
and construction support for public agencies and private
clients on hundreds of toll facilities worldwide. For more
than 50 years, WSA has worked with investment bankers,
debt holders, rating agencies, and equity partners to place
$65 billion of revenue based financings, providing us with
unparalleled credibility in today’s financial markets. We pro-
vide services that help define a public-private partnership
and ensure that our clients are able to design a procure-
ment to maximize their objectives. Notable projects include
91 Express Lanes (California), 407 ETR (Ontario), Melbourne
CityLink, President George Bush Turnpike (Texas), and South
Bay Expressway (California). Contact Ed Regan (203) 865-
2191, Kamran Khan (630) 434-8111, or Grant Holland (770)
936-8650, or visit us at www.WilburSmith.com.

As part of SUEZ ENVIRONNEMENT, United Water provides
water, wastewater and asset management services to
7.3 million people in 25 states through the dedication of
its 2,600 employees. In addition to owning and operat-
ing 20 regulated utilities, United Water operates 200
municipal and industrial systems through public-private
partnerships and contract agreements. Founded in
1869, the company’s core expertise in providing safe,
clean drinking water has evolved into providing a full
range of services, from technical assistance to total
asset ownership. We assist communities improve service,
reduce costs, comply with environmental regulations,
manage labor relations and provide excellent customer
service. For more information visit unitedwater.com or
contact Gary Albertson at 201-767-9300 or at
BD@UnitedWater.com.

PUBLIC-PRIVATE SERVICES DIRECTORY

Veolia Water North America is the leading provider of
comprehensive water and wastewater services to municipal
and industrial customers, providing
services to approximately 14 million people in more than 600
communities. Our services include designing, building and
operating water and wastewater treatment facilities and
systems. We operate the nation’s largest public-private part-
nership for water services in Indianapolis, where we serve 1
million people, as well as the country’s very first partnership
established in 1972 with Burlingame, Calif., an
ongoing customer now for more than 30 years. The compa-
ny is part of Veolia Water, the No. 1 water company in the
world, serving more than 110 million customers. Veolia Water
is the water division of Veolia Environnement (NYSE:VE and
Paris Bourse: VIE), the largest environmental services compa-
ny in the world, with more than 252,000 employees in more
than 80 countries and annual revenues of approximately
$30 billion. Visit the North American web site at
www.veoliawaterna.com or call (800) 522-4774.

FFor information about

how to list your firm in PWF’s 

Public-Private Services Directory,

please contact William Reinhardt

at (908) 654-6572 or

fax (908) 654-6573

or email: pwfinance@aol.com
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Parsons Brinckerhoff provides a total package of consulting
services for infrastructure projects worldwide. We advise
senior decision-makers of private firms, public agencies
and financial institutions in all aspects of assessing, devel-
oping and delivering projects and programs. With a world
class strategic advisory group within our leading interna-
tional engineering and construction management firm, we
draw on over a century of successful experience with chal-
lenging and complex projects to provide cutting-edge
strategic advice. From initial assessment of project feasibili-
ty to procurement or bid development and on through pro-
ject delivery, we work side by side with our clients to make
you successful. Our senior team has successfully helped our
clients close international transactions through our Program
Management, Procurement Advisory, Due
Diligence/Owner’s Engineer, and P3/Concession Advisory
services. Contact David Earley, Director of Strategic
Consulting, (202) 661-5310 earleyd@pbworld.com or
Matthew Bieschke, Investor Advisory Services Manager,
(202) 661-5311 bieschke@pbworld.com 

PUBLIC-PRIVATE SERVICES DIRECTORY

Scully Capital is a specialized investment banking and finan-
cial services firm providing a broad range of project finance
and mergers and acquisitions expertise to clients in the envi-
ronmental and infrastructure industries. The firm serves public
sector entities and private developers in water, wastewater,
biosolids management, solid and hazardous wastes disposal,
power generation, transportation and infrastructure devel-
opment. Scully Capital brings a unique combination of
industry knowledge and financial expertise to help your pub-
lic-private partnership reach a successful closing. The firm is
active in structuring senior debt, mezzanine financing and
equity capital through the bank and private equity markets.
Please contact Brian T. Oakley or John G. Ravis, 1133 15th St.
NW, Washington, D.C. 20005, ph. (202) 775-3434, fax (202)
775-6049.

With over $4 billion in P3 projects, Raba Kistner Infrastructure
(RKI) has established its reputation as a leader in quality
management programs. We are a national company that
provides professional consulting and engineering services
in the areas of Right of Way (ROW) Management and
Acquisition, Program Management Plus (PM+) TM, Design
and Construction Quality Management, Independent
Engineer and Owner’s Verification and Testing, and
Construction Quality Control/Quality Acceptance
Programs to government and industry. Our expertise in
quality programs goes beyond satisfying the fundamentals.
We ensure that quality programs address the unforeseen
challenges that arise in Design and Construction QC/QA
programs. Our award winning data management and
document control program, ELVIS, provides real time man-
agement information to assist in making time-critical deci-
sions. Contact Gary Raba at graba@rkci.com or by calling
1-866-722-2547.

FFor information about

how to list your firm in PWF’s 

Public-Private Services Directory,

please contact William Reinhardt

at (908) 654-6572 or

fax (908) 654-6573

or email: pwfinance@aol.com
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Nossaman LLP, a U.S. law firm dedicated to representing gov-
ernment agencies, is widely acknowledged to possess the
broadest and deepest practice in the world focused on U.S.
transportation infrastructure, specializing in the effective
deployment of P3s and other forms of innovative project
delivery, finance, operations and maintenance.
Recently we helped our clients achieve significant milestones:
• Texas DOT $2.8B LBJ Express Project – Toll Concession –
Financial Close, June 2010
• Texas DOT $2.02B North Tarrant Express Managed
Lanes Project – Toll Concession – Financial Close,
December 2009
• Utah DOT $1.1B I-15 Corridor Expansion – Design-Build
Contract – Proposer Selected, December 2009
• Florida DOT $900M Port of Miami Tunnel Project – 
Availability Payment Contract – Financial Close, -
October 2009
• Texas DOT $1.02B DFW Connector – Design-Build
Contract – Notice to Proceed, October 2009
• Texas DOT $2.68B LBJ-635 Expansion – Toll Concession 
– Commercial Close, September 2009
• North Carolina Turnpike Authority $640M Mid-Currituck
Bridge Project – Pre-Development Agreement – 
Executed, April 2009
• Florida DOT $1.8B I-595 Managed Lanes Project – 
Availability Payment Contract – Financial Close, March 
2009

Contact Geoffrey S. Yarema at gyarema@nossaman.com
/ 213.612.7842, Patrick Harder at pdhard-
er@nossaman.com / 213.612.7859, or Simon Santiago at
ssantiago@nossaman.com / 202.887.1472. On the web at
www.nossaman.com and www.InfraInsightBlog.com

PUBLIC-PRIVATE SERVICES DIRECTORY

OHL Concesiones, SL OHL Concesiones, SL is one of the
world’s leading private developers of transportation infra-
structure, being active in all its modes: highways, railways,
airports and seaports. The company, founded as a sub-
sidiary of the OHL Group, provides expertise and state of
the art technology for developing under concession all
types of infrastructure in any part of the world. Currently
participating in 24 concessions comprising 2,737 miles in
the highway sector, the corporation is also active in urban
and suburban train lines, airports and commercial ports
and marinas. In contrast to other groups in the sector, OHL
Concesiones holds control stakes in practically all of the
concessions comprising its portfolio, guaranteeing the best
quality service. For more information please contact:
Roberto Hombrados 34 (91) 348 47 58 rhombra-
dos@ohlconcesiones.com; or visit
www.ohlconcesiones.com.

O .
R. Colan Associates (ORC) provides a full range of real estate
services related to the appraisal, acquisition and relocation
phase of design-build highway projects. With more than 30
offices in 18 states nationwide, the company is broadly rec-
ognized as a leader in providing real estate solutions for pub-
lic works projects. ORC provided the right of way acquisition
and relocation assistance for the following successful design-
build highway projects: Segments 1-6 of SH 130 in Texas; the
Pocahontas Parkway in Virginia; Route 3 North in
Massachusetts; I-64 in Missouri; and portions of the Indiana
Toll Road in Indiana. Currently ORC is in the final stages of
providing program management for the right-of-way acqui-
sition phase of I-69 in Indiana and the DFW Connector pro-
ject in Texas. Time is money on a design-build project. ORC
has the proven ability to deliver the right of way in time for
construction on fast-paced projects while meeting all state
and federal requirements. Contact Steve Toth, COO, at
stoth@orcolan.com or visit us at www.orcolan.com

Jacobs is one of the world’s largest and most diverse providers
of professional technical consulting services. As a full-spec-
trum lifecycle solutions provider we focus on developing
close strategic partnerships with our clients over the life cycle
of their projects. Jacobs provides a distinctive range of com-
prehensive planning, design and management expertise in
almost every industry—public and private. We are often
called upon by government agencies to provide program
advisory services related to public-private partnerships (P3)
including financial and economic feasibility, procurement
and other related services. As project funding decreases,
public-sector clients are partnering with Jacobs to identify
and implement P3 programs tailored to meet their
project delivery and financing challenges. 
For more information, please contact Katie Nees at (214)

801-8822 or Pamela Bailey-Campbell at (303) 968-7897.



28 PWFinancing / February 2012 

Ferrovial Agroman is a leader in the global construction mar-
ket. In addition to Spain, the company has significant activity
in eight other countries: Poland, USA, Greece, United
Kingdom, Chile, Puerto Rico, Ireland and Portugal. Wholly
owned by the same parent company as CINTRA, the world’s
largest transportation developer by invested capital, Ferrovial
Agroman has 80 years of construction experience in DBB, DB,
and P3 projects in all types of infrastructure assets. These
decades of experience result in 2,300 mi highway conces-
sions; 9,400 mi new roads; 16,700 mi rehab of roads; 250 mi tun-
nels; 2,500 mi canals; 3,800 mi water pipelines; 2,200 mi gas
and oil pipelines; 25 hydroelectric power stations; 145 dams;
215 water treatment plants; 17 mi wharfs and ports; 35 airports;
20 stadiums; and 2,550 mi railways including 440 mi HSR.
Contact Daniel Filer, VP of Business Development for North
America at +1-512-637-8587.

With more than 40 years of experience, IRIDIUM Concesiones
(formerly Dragados Concesiones) is the ACS Group company
that promotes, develops and operates concession projects
worldwide. With over 100 projects developed in 21 countries,
including 4,397 miles of highways, 1,107 miles of railroads, 16
airports, 17 ports and several social structure concession pro-
jects, IRIDIUM Concesiones is the world leader in this field. We
are proud to have global presence with local commitment.
ACS Group companies apply their unsurpassed technical skills
to the planning, design, construction, operation and mainte-
nance of infrastructures, using the latest technologies in any
area and providing the highest level of excellence through-
out. A solid financial capability combined with an innovative
approach allows IRIDIUM Concesiones to structure the neces-
sary financial resources for any project. Contact Salvador
Myro (smyroc@iridium-acs.com) at +(34) 91 703 85 48 or visit
www.iridiumconcesiones.com or www.grupoacs.com for fur-
ther details.

Designing and building infrastructure has been the
core of HDR’s business for nearly 100 years. An employee-
owned firm, HDR ranks among the best in every market
sector we serve, including water, wastewater, transporta-
tion, environmental services and power. As your partner, we
help you achieve exceptional results on large capital
improvement projects through the use of alternative pro-
ject delivery. We adopt your goals and vision for the pro-
ject and then work to foster an integrated and collabora-
tive environment by establishing the right mix of people,
systems and tools for success. And our application of value-
driven services such as risk management, cost estimating,
scheduling and value engineering results in greater value
throughout the project life cycle.

What makes us different? We bring added leadership
to a project, backed by multidisciplinary expertise, proven
innovation and superior performance to help accomplish
your goals. 

When you need a partner to deliver your vision, call
HDR: 185 Offices Worldwide, 7,800 employees: 

• Mel Placilla (Mel.Placilla@hdrinc.com) at 714-730-2300
for transportation or 

• Andy Shea (Andy.Shea@hdrinc.com) at 484-612-1102 for
water.

PUBLIC-PRIVATE SERVICES DIRECTORY

With more than 2,000 staff across North America, Lochner
MMM Group combines the respected transportation engi-
neering and planning reputation of H.W. Lochner Inc. with
the extensive global P3 experience of MMM Group Limited.
The firms’ project portfolios feature major award-winning
transportation assignments in the U.S. and Canada, includ-
ing many P3s. Lochner MMM Group has proven working
relationships with leading constructors and transportation
infrastructure investors. Its project implementation know-
how and access to private capital and concessions exper-
tise allow governments to achieve their infrastructure goals
more quickly and at a lower cost.
Besides transportation planning and engineering, Lochner

MMM Group’s core services include process consulting, pro-
ject management, and investment and due diligence adviso-
ry services for large P3 transportation undertakings. With over
35 North American office locations, Lochner MMM Group is a
partner of choice for U.S. P3 transportation projects. 

Contact: Tom Stoner, PE, tel. (727) 572-7111; tston-
er@hwlochner.com, or Dave Jull, P.Eng., tel. 905-882-7203; e-
mail: JullD@mmm.ca
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Hawkins Delafield & Wood LLP has the largest specialized pub-
lic contract and finance legal practice in the United States. We
have successfully negotiated and closed major infrastructure
transactions in every state. Our clients consist exclusively of gov-
ernmental, non-profit and financial institutions. In the water sec-
tor, Hawkins has served as special planning, procurement and
negotiating counsel to local governments on more than 75
public-private partnership projects. In the transportation sector,
we are consistently ranked by Thompson Securities Data as the
leading finance counsel nationally. 
For over 30 years Hawkins has pioneered highly successful alter-
native delivery approaches to public works development and
implementation using design-build, design-build-operate, and
design-build-finance-operate contracts, franchise and conces-
sion agreements, project financings and private activity bonds.
The breadth and depth of our contract and finance practices
provide a unique foundation for the firm’s practical and cre-
ative counsel and strategic advice to clients seeking solutions to
infrastructure challenges in the water, transportation, solid waste
and power sectors. 
Contact: Eric Petersenat (212) 820- 9401 or Ron Grosser (212) 820-
9423 in New York, or Rick Sapir at (973) 642-1188 in Newark, or
through our website at www.hawkins.com

Global challenges. Real solutions.
Established in 1868, Halcrow specializes in planning design
and management services for infrastructure development
worldwide. We offer expertise in virtually all areas related
to the built environment. Our teams are also specialists in
a number of innovative areas, leading the way in markets
like public-private partnerships. Our expert strategic trans-
action advice helps clients harness the potential of P3’s in
infrastructure delivery through:
• Strategic procurement
• Due diligence
• Risk management
• Asset management
At Halcrow, we’ve developed an unparalled track

record of public-private partnerships. Our ability to lis-
ten and our detailed understanding of P3 transactions
have led to strong relationships with a range of clients
including public agencies, project promoters, conces-
sionaires and financiers. For information on how we’re
solving some of our clients’ greatest challenges, visit
halcrow.com or email P3info@halcrow.com.

Herzog Contracting/Herzog Railroad Services Inc. – Design-
build/CMGC for highway / heavy construction and railroad
mass transit. North America’s largest rail and commuter rail
construction and maintenance contractor, provides rail mass
transit operations and dispatching in North America and rail-
road expertise worldwide, delivering state-of-the-art technolo-
gy for Hi Speed Rail Flaw Detection and railcar and railroad
equipment leasing, ballast distribution, rail re-laying and railcar
unloading, railways systems and signals. Also, development
and operation of municipal and industrial solid waste facilities.

� At (816) 233-9001, fax (816) 233-9881, or 600 S. Riverside Rd.,
P.O. Box 1089, St. Joseph, MO 64507-1089, please contact:
Joe Kneib, Sr. VP Market Development
joekneib@herzog.com; 
Tim Francis, VP Marketing, Herzog Rail Technologies
tfrancis@hrsi.com 
Ray Lanman, VP Corp. Development, Herzog Transit
rvlanman@htsi.com; 
Scott Norman, V.P. Estimating/Project Development, snor-
man@herzog.com at (816) 233-9001

Infrastructure Management Group, Inc. (IMG) is a results-driven,
full-service advisory firm specializing in improving the manage-
ment, financing and operations of utilities, airports, transporta-
tion and other public-use infrastructure. IMG helps infrastructure
owners and operators provide more and perform better
through innovation, performance management technology,
creative finance solutions, and public-private partnerships. IMG
identifies and implements pragmatic approaches and bold ini-
tiatives for superior customer service delivery and efficient
operations. From San Diego to Boston and from Detroit to
Miami, our innovations have saved clients billions of dollars in
operating costs and capital investment. Our corporate motto,
“bringing business to government”, is a testament to both the
demands of our times and IMG’s commitment to our clients’
public service goals. For more information, contact Steve
Steckler at (301) 907-2900, fax (301) 907-2906, or at 4733
Bethesda Avenue, Suite 600; Bethesda, MD 20814.



Formed in 1922, Granite Construction Incorporated is today
one of the largest heavy civil contractors in the United
States. It is positioned in all the major U.S. markets with
offices located throughout the country serving over private
and public clients. Over the past 88 years, Granite has
earned a nationwide reputation as the preeminent builder
of quality projects in a timely manner. Always progressive,
Granite has developed into one of the top Design-Build
contractors in the U.S. and has recently enacted an
Environmental Affairs Policy to take a leading role in the
construction industry in protecting the environment and
our natural resources. Through our corporate Sustainability
Plan, we actively engage in industry, and direct efforts at
the local, state, and federal levels to advocate for adequate
and sustainable public infrastructure funding to
maintain and improve America’s transportation system.
Granite is nationally recognized for its expertise in the
majority of construction sectors including tunnels, highways
and roadways, dams, bridges, railroads marine, airports,
heavy and light mass transit, and have become
renowned design-build and mega project constructors.
Granite leads the market in the design-build turn-key
delivery of complex fast paced transportation projects.
Contact Robert Leonetti, 831-728-7580, or 585 West Beach St.

Watsonville, CA 95077-5085 www.graniteconstruction.com

Elias Group LLP provides legal and consulting services to gov-
ernment and industry. We are a boutique law firm internation-
ally recognized for our expertise in project finance, pub-
lic/private partnerships, industrial outsourcing, joint ventures
and strategic alliances, and M&A of regulated and non-regu-
lated entities. The firm’s unique accomplishments include the
first 20-year concession agreement executed in the U.S. for the
rehabilitation and operation of a municipal wastewater treat-
ment facility. Our skills and practical experience are evident in
the multitude of transactions successfully completed. 
Contact: Dan Elias or Michael Siegel at 411 Theodore Fremd

Avenue, Rye, NY 10580; tel: (914) 925-0000; fax: (914) 925-9344;
or visit our web site: www.eliasgroup.com

Global Via Infrastructure Globalvia was founded in 2007,
being its shareholders (50:50) the construction and environ-
mental services company Fomento de Construcciones y
Contratas S.A. and Spanish savings bank Bankia. Globalvia,
the world’s second largest transport infrastructure developer
by number of concessions, is specialized in DBFOM and
DBFM projects. Globalvia has the financial capability to
accelerate delivery of projects, as well as the construction
and operational expertise to meet the highest standards for
the life of a project. We take pride in working with local con-
tractors, employing area business and individuals during
operation and incorporating community feedback to deliv-
er the best possible public service. Currently, the company
manages more than 41 PPP projects world wide including
roads, railways, ports, airports and hospitals although its
objective for the near future is focused on road and railway
concessions (78% of its portfolio). Contact Michael Lapolla at
(212) 618-6310 or mlapolla@globalvia.com.
www.globalvia.com.

Egis Projects has unrivaled experience in most types of infra-
structure P3 and concessions: motorways, bridges, tunnels,
urban infrastructures, and, more recently, airports. We are
experienced with all types of remuneration (real toll, shadow
toll or availability schemes). Egis Projects relies on the spe-
cialized skills of its shareholders: Groupe Egis, a leader in
infrastructure engineering, and Caisse des Dépôts, a AAA
financial institution. Egis Projects acts as promoter, develop-
er and investor in concession/P3 projects, as turnkey equip-
ment integrator, as operator and manager of airports, and,
via its wholly owned subsidiary Egis Road Operation, as oper-
ator of roads and motorways. Egis Projects has also extend-
ed its activities to electronic toll collection, toll network inter-
operability, and safety enforcement, as well as associated
services for road users under the Easytrip brand.
Egis Projects has financially closed 22 infrastructure projects

for a total value of Euro 12 bn. Egis Road Operation is oper-
ating 27 motorways totalling 1,840 km in 15 countries. 
Contact: Alain Poliakoff in Paris, France at (33) 1 30 48 48 09,

fax (33) 1 30 48 48 91 or alain.poliakoff@egis.fr or visit
http://www.egis-projects.com
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China Construction America (CCA) is a wholly-owned subsidiary
of China State Construction Engineering Corporation Limited, a
Fortune Global 500 company publicly listed in China, with core
businesses in construction, real estate and infrastructure devel-
opment. CCA has undergone a long process of success in local
construction and real estate markets in America. CCA has at
present more than $2.5b building and infrastructure work includ-
ing bridge and underground structures, and is looking for P3
opportunities. We have the financial capability to accelerate
the delivery of infrastructure projects. Our team has the local
and international expertise for any size project. We will continue
to work with local authorities and professionals to ensure achiev-
ing the highest possible standard for the projects. Contact Jietai
Huang at (201) 876- 2788 or huang_jietai@chinaconstruction.us

Successful project finance requires the
development and integration of mar-
keting, engineering and environmen-
tal strategies into the overall financial
framework. The Louis Berger Group,
Inc. has a proven track record and
an established practice in all three
areas and has developed innova-
tive tools creating a seamless web
between the technical and the financial design of projects.
This has resulted in the successful financing and execution of
projects in the United States, Europe and the World. With
offices in over 90 countries, the Group brings in-depth local
understanding and an unequaled ability to respond rapidly
to clients’ needs. Contact: Nicholas Masucci (973) 407-1000,
nmasucci@louisberger.com

that best meets the unique demands of its environment and
exceeds client expectations. With client relationships span-
ning decades, we understand infrastructure life cycles and
have the perspective to solve technical challenges with
clarity and imagination. Using a highly collaborative
approach, we see and help address far-reaching issues of
financing, legislation, design, construction, community out-
reach and ongoing operations. As employee-owners com-
mitted to the highest levels of performance, we enable
clients to achieve their goals and inspiring visions. 
Contact Terry Miller (816) 527-2316 or visit hntb.com.
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With a proud t radi t ion of  serv ice dat ing back to
1886 ,  Amer ican  Wate r i s  the  wate r  so lu t ions
p rov ider.  Th rough ou r  subs id ia r ie s ,  we se rve
approx imately  16 mi l l ion people in  35 U.S .  s tates
and two Canadian provinces.  Our  exper ience in
water  and wastewater  serv ices i s  extens ive and
we are dedicated to apply ing our  expert i se to
solve our  partners’  water  and wastewater  chal-
lenges .  Our  commi tment  to  qua l i t y  i s  c lear :
We’ve cons i s tent ly  scored among the h ighest  of
al l  water  companies for  compl iance with s tate
and federal  dr ink ing water  s tandards as  wel l  as
wastewater  requi rements .

Our  serv ices include:  
• Publ ic-pr ivate partnersh ips  customized to the
needs of  your  munic ipal i ty-
• Solut ions for  water- re lated f inancial ,  opera-
t ional  and resource-re lated chal lenges-
• Innovat ive water  reuse systems for  total  water
cycle opt imizat ion-
• L ineSaver® Serv ice L ine Protect ion Program,
offer ing water  l ine,  sewer l ine and in-home
plumbing emergency protect ion for  homeown-
ers  
Contact Mark St rauss at (856)  346-8200 or  v i s i t
www.amwater.com
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Cintra plays a leading role in transport infrastructure development
throughout the world, with nearly 2,000 miles of managed high-
ways worldwide. This represents a total global investment in traffic
congestion improvements of more than US $25 billion. Cintra has a
portfolio of 25 concessions in seven countries distributed among
Spain, Canada, United States, Portugal, Ireland, Greece and Chile.
Cintra was recently selected for two projects in Dallas, the LBJ
Express and North Tarrant Express. The Cintra-Ferrovial merger in
2009 created one of the world's largest private operators of trans-
portation infrastructure and a leading services provider. It currently
generates net revenues of more than $16 billion a year, has oper-
ations in 49 countries and assets totaling approximately $59 billion.
Ferrovial's business model is focused on end-to-end infrastructure
management, design, construction, financing, operation and
maintenance. To this end, the company is active in complemen-
tary sectors, such as airport and toll road construction and opera-
tion, as well as services. Contact: Carlos Ugarte
(cugarte@cintra.us.com) (512) 637-8545. More information:
www.cintra.es

PUBLIC-PRIVATE SERVICES DIRECTORY

abertis is an international group that manages infrastructures
for mobility and telecommunications in three business areas:
> Tollroads > Telecommunications infrastructures > Airports.
The group, with a presence in a total of 15 countries, has a
staff of over 11,000 employees and practically 50% of its
income is generated outside Spain. abertis 2010 key figures:
> Total net profit: 662 million Euros. > Operational income:
4,106 million Euros. > Cash-flow: 1,616 million Euros. > Gross
operational income (EBITDA): 2,494 million Euros. >
Investments: 757 million Euros.
Contact: Studies and Corporate Communications Direction

(34) 93 230 50 39
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